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Amounts available for obligation 


1953 actual 


1954 estimate 


1955 estimate 


Appropriation or estimate 
Transferred to— 
“Acqnisition of buildings abroad, State,” pursuant to 
Pnblie Law 207. 
“Salaries and exnenses, United States Information 
eal ” pursuant to Reorganization Plan No. 8, 


Adjusted annrronriation or estimate 
Reimbursements from other accounts 


penses, State,’’ pursnant to Public Law 195 
Unobligated balance, estimated savings 


Ralaries ant exnenses, State”’: 
Direct obligations 
Reimbursable 


“Loeal currency ovations, State”: 
Direct olivations 
Reimbursable obligations 
Goo'ls services paid by the Federal Revublie of Ger- 
manv and the citv of Berlin as costs of the occupation 
Comnarative transfor to ‘Salaries and expenses, United 
States Information Agency” 


Total obligations 


$19, 000, 000 


$40, 438, 000 


—-3, 992, 000 


—16, 609, 899 


$15, 500, 000 


6, 088, 932 


19, 836, 101 
5, 377, 885 


25, 088, 932 
—478, 514 


25, 213, 986 


“168, 000 


24, 610, 418 


2, 883, 820 
10, 689 
21, 000 


2, 818, 398 


456, 366 |. 


7, 960, 682 
—5, 851, 385 


25, 045, 986 


—1, 117, 101 


20, 305, 592 


32, 910, 018 


23, 928, 885 


20, 305, 592 


Obligations by activities 


Description 


1954 estimate 


Direct Obligations 


. Conduct of relations with German 

. Statutory and technical consular, 

. Educational exchange, Germany 

. Administration, Germany 

. Conduct of relations with Austria 

. Statutory and technical consular, A 
. Educational exchange, Austria 

. Administration, Austria 


Obligations Payable Out of Reimbursements From Other Accounts 
1. Conduct of relations with Germany-.-.-..........-..-.--- eve 
2. Administration, Germany 
3. Conduct of relations with, Austria. 


Total onions payable out of reimbursements from 
other accoun 


Total obligations. 


Total available for 20, 305, 592 7 
Balance reanpronriated and transferred to ‘‘Salaries and ex- 
Ts 1953 actual | ME 1955 estimate : 
1 weceeceeae-ca-----------| $8, 653,925 | — $6, 108, 984 $4, 959, 181 
1, 915, 639 1, 638, 642 1, 399, 468 
3 6, 492, 669 3, 757, 182 2, 940, 354 7 
4 VAT 4, 256, 192 3, 545, 997 
5 1, 487, 822 1, 346, 027 
6) 229, 730 298, 233 201, 101 } 
692, 835 337, 235 375, 000 
986, 093 756, 710 732, 872 
26, 354, 031 18, 551, 000 15, 500, 000 4 
4 
556, 137 510, 097 463, 370 3 
4, 713, 914 3, 798, 616 3, 404, 379 
158, 870 100, 422 48, 716 4 
1, 127, 066 968, 750 894, 127 
55,067) 
23, 928, 885 20, 305, 592 
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Obligations by objects 


Object classification 1953 actual 1954 estimate | 1955 estimate 


Summary of Perscnal Services 


Total number of permanent positions z 6, 037 | 
Full-time equivalent of all other positions 2 | 
Average number of all employees 5,471 


Average salaries and grades: 
General schedule grades: 
Average salary $5, 795 
Average grade GS-8.3 
Grades est: ge by the Foreign Service Act of 1946 (22. 
U.S. C, 801-1158): 
Foreign officer: 
Average salary $6, 669 72 
Average grade FSO-4.6 FSO+4.6 
Foreign Service reserve officer: a 
Average salary $11, 403 $11, 4 


$11, 223 


Average grade FSR-2.1 FSR-2 2 | FSR-2.3 
Foreign Service staff: 
Average salary 5, 378 $5, 372 | $5, 400 
Average grade FSS-8.8 FSS-8.8 
Ungraded positions: Foreign countries (local rates): 
Average salary 653. $1, 672 


Personal service obligations: } 
Permanent positions asvbapeded 14, 037.310 | 11, 339, 047 9, 506, 406 
Other positions - 2a 11, 293 8, 500 8, 500 
Regular pay in excess of 52-week base 5 58, 87 | 7, 656 39. 520 
Payment above basic rates ‘ : 0 230, 464 


Total personal service obligations _i, 14, 405, § 811 | _ 11,684, 187 
Direct Obligations 


Personal services 11, 880, 402 9, 530, 324 
Travel__ 1, 533, 625 1, 227, 982 
Transportation of things 863, 921 600, 612 
Communication services 575, 135 397, 389 
Rents and utility services 1, 796, 963 
Printing and reproduction. 3, 26 
Other contractual services 
Services performed by other agencies... 

Supplies and materials 
Equipment 
Grants, subsidies, and contributions 
Refunds, awards, "and indemnities 
Taxes and assessments 

61, 582 


Total direct obligations 26, 354, 031 18, 551, 000 
Obligations Payable Out of Reimbursements From Other Accounts 


ae services 2, 525, 409 2, 153, 863 
446, 272 
of 317, 283, 555 
Communication services 9, 510, 973 
Rents and utility services 736, 766 
Printing and reproduction 8, 79 102, 355 
Other contractual services 337, 739 

Service performed by other agencies 6,3 217, 902 
Supplies and materials_- 7, 883 
Equipment 79, 072 
Refunds, awards, and indemnities- _- 926 900 
Taxes and assessments 605 


Total obligations payable out of reimbursements from 
other accounts , 555, 5, 377, 885 4, 805, 592 


32, 910, 018 23, 928, 885 | 20, 305, 592 


- 
| 
7 4, 671 3, 606 
q l 
4, 064 3, 341 
2 q 
: $5, 900 
4 GS-8.4 
$6, 909 
FSO-4.4 
" | 7, 924, 730 
4 1, 038, 935 
q 439, 945 
| 418, 615 
1, 091, 356 
21. 690 
480, 660 
420, 596 
f 366, 526 
60, 473 
3, 083, 696 
1, 200 
| 1, 578 
150, 060 
= 
) 01 | 1, 860, 160 
550, 220 
| 214, 261 
: 518, 297 
737, 289 
3 63, 615 
| 287, 311 
} 115, 948 
419, 963 
37, 060 
900 
’ 568 
— 
J 
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Analysis of expenditures 


1953 actual | 1954 estimate | 1955 estimate 


Unliquidated obligations, start of year...............-.-_. $11, 431, 636 , 352, $5, 941, 502 
Obligations incurred during the 24, 610, 418 , 20, 305, 592 


Deduct: 
Adjustment in obligations of prior years 
Obligations transferred to ‘Salaries and ex: 
States Information Agency”’ purs 
Plan No. 8, 1953 
Reimbursements 
Obligated balance carried to certified claims account 
Unliquidated obligations, end of year. 


£333 


Total expenditures 21, 764, 559 


Expenditures are distributed as follows: 
Out of current authorizations 13, 609, 562 
Out of prior authorisations...................-.-...-.....- 8, 154, 997 


~ 
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GERMANY 


Mr. Taser. Dr. Conant, we are glad to have you with us this morn- 
ing. We will be glad to hear from you something about what you are 
asking for and why. 

GENERAL STATEMENT 


Dr. Conanr. I would like to put in the record at this time this mime- 
ographed statement that you have before you, and if I may, I would 
like to speak more briefly and sum up some of the points in my oral 


testimony, if that is satisfactory to you. 
A Taser. Without objection, it will be inserted in the record at 
this point. 
(The statement referred to is as follows :) 


April 26, 1954 

The budget request of $12,800,000 being discussed today represents the amount 
required in 1955 for the civilian activities of the Department of State in West 
Germany and Berlin together with the departmental staff in Washington for the 
German program. Unlike the budget presented a year ago, this request does not 
include funds for the public-affairs program in Germany. These funds were 
justified in the USIA budget. Neither are construction funds being requested for 
the current year since funds appropriated for this purpose last year should be 
adequate to meet our current requirements in Germany. 

Before discussing budgetary considerations, I think it would be helpful to pre- 
sent a brief picture of the situation in Germany today. You all know that the 
postwar recovery of Germany has been phenomenal from an economic and com- 
mercial point of view. Despite the stresses placed on the economy through the 
division of Germany, despite the substantial financial burden for the support of 
Berlin and considering the nature of the physical damage caused by the war, Ger- 
many is today a stable and relatively prosperous nation. Americans can be 
proud of the role they have played in the stimulation of the German economy to 
this point of recovery. 

From a political point of view, West Germany has also made rapid strides to- 
ward the establishment of a sound democracy. The elections of last year are 
significant not only because they swept the coalition under the leadership of Dr. 
Adenauer back into power with a two-thirds majority in the lower house, but be- 
cause they reflected the decline in power of the political extermists of the left and 
the right. The results of the election were an affirmation on the part of the 
Germans of their voluntary alinement with American postwar policy which had 
culminated in the development of the proposed structure of the European Defense 
Community (EDC) along with the so-called Bonn Conventions. 


| 36,042,054 | 31,398,216 | 26, 247, 004 4 
| 
| 6,088,932 | 5, 4, 805, 592 
| 1,082, 859 500, 000 
6, 352, 230 5, 5, 141, 502 
| 15, 800, 000 
4, 400, 000 


THE PROGRAM FOR NEXT YEAR 


A year ago in presenting the budget to this committee, I said that, although the 
fiscal year 1954 budget represented a 25-percent reduction in operating expenses 
over the 1953 figure, I hoped that a year later a much smaller budget could be 
presented. I am glad to report that we have continued to effect major economies 
in our operation in Germany with the result that, despite the slowness in se- 
curing our political objectives of the coming into force of the EDC Treaty and 
the Bonn Conventions, we are requesting an amount approximately 20 percent 
lower than last year’s level. 

One of the reasons for my optimism last year toward further reducing ex- 
penditures was that the EDC Treaty would be ratified and in effect by July 1, 
1954, thus relieving us of a number of responsibilities which we have as an 
occupying power. My prophecy in regard to the EDC treaties has not yet come 
to pass. Therefore, this budget which assumes we would have the new political 
relationships in effect at the start of the new fiscal year may be off politically 
by a few months, but I can nonetheless assure you that the expenses of the High 
Commissioner's office in Germany will not be made substantially larger even if 
there is an unexpected delay in ratification. 

I make this commitment because of my intent, and the intent of our Gov- 
ernment, to continue the transition away from occupation status by eliminating 
such occupation functions as are within my power to do. A delay of a few 
months in formally placing into effect the contractual arrangements and the 
EDC Treaty would cost us a few hundred thousand dollars more in personal 
services and related costs than are contemplated in this budget. I think, how- 
ever, by continuing our economies we can absorb this within the amount of money 
I am requesting today. 

May I give you an example with respect to the United States court system to 
illustrate the point. Our plans are laid so that the activities of the United 
States courts in Germany will essentially have been discontinued by next spring 
whether or not the Bonn Conventions become operative. You will recall that, 
under the Bonn Conventions, a 10-month period of jiquidation is provided, but 
we intend to start this period on July 1 of this year, in any case. In short, 
insofar as we can do so without violating our basic agreements with the British 
and French, we are eliminating all the operations as an occupying power which 
have in the past added considerably to the budget of the High Commissioner’s 
office. 

The next year will essentially complete the transition from occupation status 
in West Germany and should in effect see the end of all but a handful of our 
occupation functions under the most pessimistic forecast as regards EDC. How- 
ever, I must point out that many special responsibilities remain. We will be 
charged with far more than the normal functions of an embassy since the con- 
tractual agreements themselves provide the exercise of unique responsibilities 
and since we must continue at its present level our very essential activities as an 
occupation power in Berlin. 

I suggest it would be useful in considering this budget, in addition to the 
usual functional analysis which is in the budget material before you, that you 
consider the following rough summary of categories of expenses by program 
area: 

For simplicity in understanding the cost of major program areas, I have spread 
administrative and nonsalary costs so as to reflect the total cost of each program. 
The cost analysis is: 


Million 


West Germany: 
Duties under contractual agreements 
Liquidation of occupation duties 
Normal diplomatic and consular functions 


Subtotal 


Domestic 


Appropriation request 


dollars 
1.1 
2.2 
2.6 
j 4.3 


6 


First of all, let us take Berlin. West Berlin remains the occupying responsi- 
bility of the United States, British, and French whether or not the Bonn agree- 
ments come into effect. Until the day comes when the so-called German problem 
is solved by the reunification of Germany, the United States Government must 
remain in Berlin as an occupying force, though I can assure you that from the 
point of view of the German population we are not regarded as occupiers but as 
protectors. It is of the utmost importance to the future of the whole free world 
that Berlin be supported by an adequate American staff in the High Commis- 
sioner’s office. This office is concerned with the many aspects of the Berlin prob- 
lem, including the continuous efforts to improve the economic level of the city 
and the operation of the USIA services which are so important in the battle 
of propaganda with the East. 

Our Berlin staff in effect operates as a “little embassy.” Not only does it repre- 
sent us as an occupier and as a friend in that isolated city, but it serves as our 
outpost to report and analyze that which is happening behind the German portion 
of the Iron Curtain. It deals continually with the Russians at the working level 
on the frustrating negotiations which are so necessary in the day-to-day busi- 
ness of occupying the city. Expenses of our Berlin operation are roughly 
$1,900,000, not counting the staff time required in Bonn to assist our Berlin office 
in meeting its problems. Of this total, about $800,000 is for functions reloted 
to the occupation of that city and the balance is for the long-range activities 
of the conduct of diplomatic relations, the performance of consular services, and 
the carrying out of the exchanges program. 

I have also spoken of the special responsibilities with which the United States 
Government is charged under the contractual agreements. The Bonn conven- 
tions reserve to the former occupying powers certain fundamental rights. and 
place on them certain duties which require the expenditure of funds. These 
duties largely stem from the fact that many of the problems confronting the 
original military governments are not yet settled and may not be for some 
years to come, for example, property restition, war criminals, and decarteliza- 
tion. Furthermore, the conventions reserve to the United States the right to 
station armed forces in Germany and the right to protect their security. The 
conventions set forth the legal arrangements under which these and related 
problems will be settled and provide, for this purpose, the establishment of 
numerous multinational hoards and commissions, each charged with respon- 
sibility for handling specific problems in our relationships with the British and 
the French on the one hand and the Federal Republic of Germany on the other. 
Many of these boards and commissions have already been set up on a formal or 
informal basis and the remaining few will be established during the next year. 
We have estimated the cost of carrving out our obligations and responsibilities 
under the Bonn conventions, including the costs of the boards and commissions, 
at approximately $1,100,000 for the year 1955. I wish to make clear that only a 
small part of this amount represents additional expenditures. The bulk of it is 
to continue personnel on the payroll now performing related or comparable 
functions. 

The coming year, as I have mentioned, is one in which the courts and certain 
other occunation functions will be in process of liquidation in West Germany. 
But money must be provided for that purpose. We have estimated these salaries 
and other expenses to amount to approximately $2,200,000. This amount repre- 
sents a nonrecurring expense which, even if by any chance EDC should fail, 
should not be required in the budget for the fiscal year 1956. The amount is 
relatively large primarily because it costs money to liquidate; in other words, 
we must pav travel home, terminal-leave costs, and related expenses over and 
above the salary money required. 

The next major component of the budget is the exchange-of-persons program, 
which will cost $2,700,000 in West Germany (plus $300,000 already shown in 
Berlin totals), an overall reduction of $800,000 from the current year. I wish 
especially to speak on behalf of this program which includes also the Fulbright 
university exchanges. I wish it were possible to finance a larger program. My 
impression, verified by carefully prepared evaluation studies, is that there is no 
substitute for the personal observations and experiences of Germans who see 
America firsthand and come back to report their reactions in their homeland. 
The 10,000 Germans in all walks of life who have visited America since the 
inception of the exchange program have had an important positive effect, not only 
on the friendly relations which exist between our countries, but on the develop- 
ment of postwar Germany itself. I am also glad to report that the success of 
our program has encouraged the German Government to reciprocate by appro- 
priating funds to bring Americans to Germany. 
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I have described for you above some of the unique and unusual activities 
required in the carrying out of our mission in Germany as compared to tradi- 
tional diplomatic functions. Some of these activities are short-term and they 
will be ended during the next year. Others, such as Berlin and the operations 
under the contractual arrangements, will be long-term and may be required of 
us at least in some degree for many years to come. When we subtract the total 
of these programs and the domestic costs from the budget request, we estimate 
the balance of $4,300,000 as the amount required for the coming year to take 
care of our required long-range consular activities in West Germany on the one 
hand, and our normal diplomatic functions in the German capital at Bonn on 
the other. There is one important aspect of the permanent job of representing 
the United States in Germany which I think is not always fully considered; 
namely, Germany is a truly federalized republic, perhaps best to be compared 
in its political organization to Canada or Australia. This means that in order 
to have adequate information about the developments in the country, as well as 
an adequate representation of the point of view of the United States, the six 
consulates general in West Germany have much more nearly the status of small 
diplomatic missions. They must have competent political and economic officers, 
for we find in Bonn, which is itself not an adequate sounding board, that their 
reports are of the greatest value in assessing the trends in Germany. For 
example, there are important elections coming up in the next 6 months and the 
composition of the governments in these separate states reflects the political 
trends in Germany on the one hand and the actual composition of the Upper 
House of the Federal Legislature on the other. I think it is fair to say that no 
other major western country requires as much careful service from the point 
of view of the consulates as does Germany, because of the structure of the 
Federal Republic. 

In addition to the staffing requirements necessitated by the federal structure 
of West Germany, there is another obvious situation peculiar to Germany, be- 
cause of the present international situation, which affects this budget. It is 
closely interconnected with the duties stemming from the administration of the 
Bonn Conventions. We have a large body of troops in the American Zone in 
Germany, no longer as occupying troops but as defenders of the free world. In 
addition, we have Headquarters of the United States Air Force in Wiesbaden 
and a number of United States Air Force installations. I have been impressed 
with the good relations between American troops, the German population, and 
the governmental agencies in the separate states, towns, and cities. Neverthe- 
less, any large body of foreign troops in a country presents recurring problems 
covering a broad range, and it is a responsibility of the United States High 
Commissioner and, I believe, should be of the United States Embassy when the 
chief of mission becomes an Ambassador, to be the mediating agency between 
the military on the one hand and the civilian German authorities on the other. 
This means an additional number of people on our staff and adds a number of 
important and time-consuming responsibilities to the chief of mission. For ex- 
ample, in order to continue the excellent working relationships between the High 
Commissioner’s office and the Army which we now have, it is necessary for a 
number of us to go each month to Heidelberg, the United States military head- 
quarters, to discuss the problems which we have in common. This is supple- 
mented by continuous meetings of committees of military personnel and my office 
staff at the working level. Of course, the presence of several hundred thousand 
United States military personnel and their dependents greatly increases the 
workload of our consulates who must provide those citizenship and welfare serv- 
ices for which an American citizen overseas looks to representatives of the con- 
sular service. 

Despite the unique staffing requirements in Germany, we have made real econ- 
omies. I take some pride in the record of reduction in our staff and related ex- 
penses which has gone on. Starting with the sizable cuts which my predeces- 
sors had instituted, I have continued to reduce the staff from a level of approxi- 
mately 944 Americans and 2,708 German employees in the 1953 fiscal year, to the 
estimate of 588 and 1,594 shown in this budget for July 1, 1954, or a eut of 406 
United States and 1.114 local employees. We will reduce another 90 Americans 
and 452 local employees during the new budget year. Also, related administra- 
tive expenses have heen cut even more than proportionately by considerable 
tightening up on our nonsalary costs. Our construction program has, of course, 
helped because it enables us to house our people and to provide our office space 
at a small fraction of what would be required if we had to pay commercial 
rentals on the open market. As a matter of fact, in many cases, space and hous- 
ing is completely unavailable in war-damaged Germany. 
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In preparing this budget I can assure you we have gone with great care into the 
functions which we feel are incumbent on us to perform, under the political 
conditions which exist, and we have planned for as economical an operation as 
possible. As an example, I would like to point out that number of American 
personnel in the headquarters at Mehlem/Bonn who are paid from this budget 
have been reduced by almost 50 percent from the date when I arrived in Ger- 
many in February 1953. By so doing, we have been able to provide some space in 
our office building to the German Government, and have gotten, in exchange, an 
excellent agreement whereby the United States acquires title, without charge, 
to quantities of equipment originally procured from occupation costs. This 
agreement saved around $1 million, the estimated value of the equipment, for 
which we would have had to expend United States funds. 

I do wish to add one word of caution. While I fully expect to absorb within 
the budget request of $12.8 million, any extra personnel costs which may come 
as a result of delay in the end of the occupation, I have not made provision for 
contingency expenses such as would occur if free elections actually took place in 
all of Germany as the first step in the reunification of Germany. Should emer- 
gency situations arise, I will do my best to meet them with the funds available, 
but I would like to emphasize that this is a tightly drawn budget which does 
not provide funds for any unforeseen developments which may arise in our rela- 
tions with Germany. 

There is only one other point I wish to make; it is not directly related to the 
budget but describes our method of operation in Germany. Although funds for 
FOA and USIA are not in this budget, the chief of mission in Germany, for as 
long as he is also High Commissioner, has a sepcial responsibility, as defined by 
Executive order, for directing all United States Government activities in Ger- 
many. We have integrated into our organization the FOA and USIA staffs and 
we have one administrative service which provides for the administrative re- 
quirements of all the civilian agencies. We have taken pride in this integrated 
organization and we believe that it uses most effectively the services of the per- 
sonnel provided by the different agency budgets. We propose to continue this 
policy as far as possible, even when the status of the High Commissioner changes 
to that of an Ambassador, as being the only policy which makes sense in terms of 
the ecnomical use of the Government’s money, as well as providing a unified 
approach to our complex problems in Germany. 


ACTIVITY CATEGORIES IN THE BUDGET 


Since the program cost analysis which I have presented above does not parallel 
the outline of categories shown in the budget document, I am including the fol- 
lowing table in rounded figures to reconcile the two methods of analysis. It 
should again be pointed out that administrative costs lost their identity in the 
earlier analysis by being spread throughout the various programs. This latter 
table is based on the budget document itself. 


Activity analysis—Fiscal year 1955 
[In millions of dollars] 


West Ger- 
Berlin many Total 

Conduct of relations activity...................-.......--0...- 9.9 3.7 4.6 
(.4) (1. 5) (1.9) 
Occupation functions. (.5) (1. 5) (2.0) 
Statutory and technical consular activity. 1.3 14 


The above analysis requires a brief explanation of terms, as follows: (1) 
Statutory and technical consular activities include all regular consular functions, 
such as visa and passport issuance and citizenship and welfare services to 
American citizens; (2) administration includes the services performed in the 
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support of all programs; and (3) the conduct of relations with Germany and 
West Berlin is further broken down to distinguish between the normal and the 
unusual responsibilities which are occasioned by the present nature of our com- 
plex relationship with Germany. The conduct of relations activity shows: (a) 
the regular or normal activities in which we would be engaged in any country 
with whom we have normal diplomatic relations; (0) the activities entered into 
as a result of the responsibilities imposed by the Bonn conventions in West 
Germany; and (c) the occupation responsibilities which are being liquidated in 
West Germany but which will be continued in Berlin. 


CONSTRUCTION 


A fifth major category of the budget for last year, construction, does not, as I 
have pointed out, appear in the fiscal year 1955 estimates. During the current 
year we were able to economize to the extent of $2,344,000 by reducing the 
$5,348,000 appropriated for construction purposes to $3,004,000. This was done 
by eliminating residential construction in several consular cities in Western 
Germany. To accomplish this saving we turned over to the Federal Republic 
apartments being vacated through our reduction-in-force program in the United 
States-owned Bonn housing project in exchange for units to be provided at no 
cost to us by the German Government in the consular cities where United States 
Government construction had originally been contemplated. This apartment 
exchange not only saves construction funds but it cuts down administrative over- 
head which would be required to administer scattered small units of United 
States housing. In addition, it eliminates the necessity for securing, if avail- 
able, commercial housing for a very high rent during the period prior to the 
completion of the United States housing. The exchange of apartments also 
brings German Ministry officials and members of the diplomatic community 
into the American project as neighbors, which is highly desirable in itself. 
Another method of effecting these savings was to initiate negotiations to lease, 
at low rentals, apartments to be built and owned by the Germans, and paid for 
from mandatory occupation expenses borne by the Federal Republic of Germany. 


SOURCE OF FUNDS 


Under the assumption that the Bonn Conventions would be in effect by July 1, 
1954, this budget provides for the utilization of three sources of funds: 

1. United States dollars for necessary dollar expenses such as United 
States salaries and certain travel and related costs in the approximate 
amount of $5,750,000. 

2. United States-owned local currencies primarily derived from surplus 
property credits to be used for all types of deutschemark expenditures, 
approximately $6,190,000; and 

8. Because of the provisions of section 1313, Public Law 207, occupation 
costs in Berlin in the amount of $900,000. 

Now, however, with the likelihood of occupation costs continuing in West 
Germany after July 1, 1954, the requirements for the United States-owned local 
currency may be reduced by approximately $750,000 for each fiscal quarter the 
occupation status continues. This does not mean that we will require less 
money, but it means that occupation costs in many cases may be substituted 
for United States-owned local currencies for which we have budgeted. To the 
extent that the substitution is possible, the funds will be returned to the United 
States Treasury. 

OCCUPATION COST AUTHORITY 


The question of occupation costs, I think, has not always been clearly under- 
stood in Washington and I would like to make a few remarks in this regard. 
As you may know, during the current fiscal year the operating expenses of the 
United States High Commissioner's office which are paid by the Germans from 
occupation costs have been included in our dollar appropriation ceiling. A 
year ago when I directed the preparation of the GOA budget and presented it 
to this committee, I assumed that because occupation costs were not United 
States-owned local currencies and did not represent an asset of the United 
States Government, they did not require appropriation authorization. The use 
of occupation costs stems from a long-established and well-recognized authority 
under international law and has been in practice in Germany since the war. 
Under this authority the occupying powers have the privilege of defraying cer- 
tain costs of the occupation from funds supplied by the occupied nation. Oceupa- 
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tion costs are presently used by the United States, Britain, and France to meet 
recurring operating costs or to handle emergency or special expenditures which 
may arise as a result of occupation responsibilities, as for example, costs of the 
recent four-power Berlin Conference. 

As a matter of fact, the Congress itself seemed to recognize that occupation 
costs are not United States-owned local currencies by providing a specific exemp- 
tion (in sec. 687, Public Law 179) to the military forces in Germany from the 
provisions of section 1313, Public Law 207, which established appropriation 
controls by the Congress over the use of local currencies. 

I was not specifically granted this type of exemption and have been forced, 
during the current year, to limit my expenditure of occupation costs, as well as 
dollar and United States-owned currency, to an amount which was within my 
dollar apnrropriation ceiling. As a result, I found myself in a position during 
last fall where it appeared for a time that I might be unable to carry out occupa- 
tion commitments in coordination with my British and French colleagues be- 
cause of this appropriation ceiling. This seemed rather anomalous in view of 
the fact that the expenditure of occupation costs is in no way a charge against 
the United States Treasury and since, in effect, the inclusion of occupation 
costs in a budget of this nsture tends artifically to inflate the United States 
budget for Germany beyond the actual expenditure of United States funds for the 
German program. 

Fortunately, a General Accounting Office ruling in the late fall recognized 
that funds under my control, but used for the support of multipartite agencies 
and the so-called mandatory expenditure portion of the occupation cost budget 
(for programs carried on by the United States on behalf of and as a benefit to 
the German Government), should be exempt from the limitations imposed by 
section 1313. As the result of the flexibility provided by this ruling, and of 
the economies in our regular program, I have been able to operate within the 
appropriation ceiling. 

Our budget estimates for this year are based on the continuation of the 
exemptions outlined in the General Accounting Office ruling. For instance, 
approximately $200,000 will be spent in Berlin for known multipartite activities 
which are not included in this budget request, and additional amounts beyond 
that are available for unforeseen contingencies. In view of these exemptions, 
it will not be necessary to request an exception from section 1313 for occupation 
cost exnenditures of the Office of the United States High Commissioner for 
Germany. 


Dr. Conant. If I may summarize the statement I would like to 
point out a few things about Germany that might be of interest to 
you in the committee. 

I pointed out at the start that this budget is considerably less than 
last year. A year ago when I came before you I pointed out that 
the budget was 25 percent less than the budget for the previous year, 
and I expressed the hope that this year I could present a still smaller 
one. That, I am glad to say, I can do. It is 20 percent lower than 
last vear. 

This budget is drawn on an assumption; namely, that on July 1 the 
EDC Treaty will be ratified and that the so-called Bonn contractuals 
will come into effect. If they do occur on July 1, we will then be in 
a transition year which we have envisaged for some time. We will 
put the contractuals into effect and cease to be an occupying power. 

This estimate of getting the EDC Treaty into effect may be opti- 
mistic by several months at least, but nonetheless T want to assure 
you that the expenses of the High Commissioner’s Office in Germany 
will not be substantially larger, even if there is an unexpected delay 
in ratification. In short, we have drawn this budget in such a way 
that we are going to use the coming year as the transitional year. 
Insofar as we can do so without violating our basic agreements with 
the British and the French, we are going to eliminate in the coming 
year all the operations as an occupying power which has in the past 
added considerably to the budget of the High Commissioner’s Office. 
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I can give you an illustration of that. One of the best is our courts. 
We are planning to have our courts essentially liquidated by April 
next. That is the basic assumption upon which we are presenting 
this budget. j 

Now, even when we arrive at an embassy status, as we hope we will 
by the ratification of the EDC Treaty and the coming into effect of 
the contractuals during the coming year, I am sure you will realize 
that we will not be a normal embassy because of the special conditions 
in Germany. 

I would just like to remind you of those, if I may, and speak to 
them briefly. I will be glad to answer questions about a number of 
them, if you so desire. 

There are, of course, three Germanies. There is the Bundes Re- 
publik, the Federal Republic, to which this embassy would be 
accredited when we arrive at the embassy status. 

Then there is the East Zone, and all of the problems presented by 
the fact that the border between the East Zone and the Russian control 
and the rest of Germany goes right down the center of Germany. 

And then there is Berlin. 

With regard to the East Zone, it is interesting to note that there 
has been a radical change since I last met with you that illustrates 
the problems presented to any chief of mission in Germany, and those 
problems are created by the way the Russian occupying forces 
manipulate their puppet government in the East Zone. 

For example, when I was here a year ago I remember telling vou the 
striking fact that this border between the East Zone and the Bundes 
Republik was closed off. Nobody could go through. Very few people 
were going through, except, of course, our trains and cars to Berlin, 
but very few Germans went between the Federal Republic and the 
East Zone. Then in June, shortly after I testified here as a matter of 
fact, the Russians suddenly changed their signals and said they were 
going to have a new regime in the east, and they opened up a few ports 
of entry that lie between the east and west. As you know, they said 
that they were going to change the conditions in the East Zone and 
make them much more favorable. 

One of the consequences was the riots that occurred. I will not go 
into that. You are familiar with it. 

From then on there have been quite a number of indications that 
they are pretending to leave to the Germans of the East Zone a govern- 
ment of the East Zone. This puppet regime that they have established, 
they say, has sovereign power. There is no such thing in a satellite 
government. I am mentioning those problems to show the existence 
of the East Zone of Germany presents to the rest of us in Germany 
a special set of problems. They come to a head in Berlin. Berlin is : 
divided city, West Berlin and East Berlin, and although we freely 
circulate, it is nevertheless a symbol of the divided world. 

We have, as I am pointing out in my justifications, really a special 
problem in Berlin. We almost have a special little embassy. We share 
with the British and the French the responsibility of keeping the cour- 
age up of those remarkable people in West Berlin. We endeavor as 
best we can to stimulate their industrial activity. 

There are many ways in which Berlin requires a special staff, and 
places a special responsibility on all of us who operate in the capital 
of West Germany, Bonn. Berlin will remain a responsibility just that 
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becomes an embassy, you will recall we will have the special responsi- 
bility as an eying peat in Berlin until the day comes when Ger- 
many is unified and Berlin vill become once again the capital of a 
united Germany. 

Now, there are not only three Germanies that we will have the 
responsibility for in a way, but of course there is another special 
aspect of the German prenenes namely, the existence of a great many 
American troops in the American Zone in Germany. e chief of 
mission, even when he becomes an ambassador, will have a responsi- 
bility as a mediating agent, perhaps, between the troops and the com- 
mand and the German population and the German authorities. That 
requires a considerable amount of time at present and will continue to 
be a responsibility, a problem, if you will, for the foreseeable future. 

How widely pe the American communities are, perhaps, may 
be illustrated by a fact that was called to my attention by my wife. 
We were discussing this problem the other day with some friends. 
She is interested in, and meets from time to time, American women 
clubs composed of the wives of the officers and some of the noncom- 
missioned men in the Army in Germany. She told me that there 
are no less than 84 separate American women’s clubs in the American 
Zone in Germany. at is a rather startling fact to me. 

When we come to putting the contractuals into effect—going from 
the old status to the new—that in itself will be a special task. One 
cannot say how long it will last, but certainly as long as this budget. 
And making the EDC Treaty work, so to speak—for it is only a frame- 
work—and tying it in with the American military contribution will 
be a very special task for the mission in this period of time. 

Finally, I would like to call your attention to the fact—and this is 
all mentioned in my prepared statement in greater length—to the 
fact that Germany being a federalized republic makes our mission 
different than our mission in London, Paris, or Rome. Germany is 
a remarkably federalized republic, comparable, I should say, only 
with untial or Canada, from my experience. That means that 
each of the separate states, or laenders they are called, require a 
consulate to report upon the political activities, and keep in touch with 
the developments in each of those separate states. 


BREAKDOWN OF BUDGET BY CATEGORIES 


Now, I would like to just refer to one or two other things in this 
statement. I point out we thought it would be helpful to you if we 
broke the budget down into somewhat different categories than the 
usual ones, although the usual ones are in here. You will see that 
1 have broken down the amount that we are asking for, $12.8 million, 
in terms of these separate responsibilities. 

Berlin is 1.9 million. 

Duties under contractual agreements, 1.1 million. I have spoken 
of how we hope they will come in this year, and concurrent with that 
is the liquidation of occupation duties, 2.2 million. Then there is 
the normal diplomatic and consular function, 4.3 million. 
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EXCHANGE PROGRAM 


I have spoken of the need of having effective consulates throughout 
the separate states, and now there is left the item of the exchange 

rogram of 2.6 million, This, as you know, is a program that has 
beat going on in Germany for some time. ‘Tt is large. It is not as 
large as it was. It has been cut back. It is a program with which 
1 have been particularly concerned my self, as well as having it evalu- 
ated by methods which we have set up. “eA : 

To my mind, and I speak with personal conviction quite as much as 
with official responsibility, I believe that the expenditure of United 
States funds on this program over the years has been a most effective 
expenditure of the taxpayers’ money. = 

I cannot tell you how many people—Germans in political life, labor 
union people, Germans in business life—have spoken to me about this 
exchange program. I will give you an illustration, one anecdote, if 
you will. 

Last December or thereabouts, I asked to my house in Bonn a group 
of German leaders from industry, a few tics, Eng and one man in- 
terested in public relations, a rather new departure in business in 
Germany, and they came together partly at my request and partly 
stimulated by one of these Germans, to make constructive suggestions 
about the whole public-affairs program. It was an interesting eve- 
ning. We discussed many things. 

The one thing that they emphasized and spoke of with enthusiasm 
and begged me to do all I could about it was to continue in full force 
this exchange program. That testimony, quite unsolicited, convinced 
me and added to my conviction that this was indeed a most satisfactory 
program, and I hope it can be continued within the figure given in 
the budget. 

REDUCTIONS IN BUDGET 


You will find in my opening statement an attempt to summarize the 
reductions we have made in past years. I will not go into them in 
detail in my testimony here. 

You will see figures that show the way we cut. I must admit to a 
certain pride, as I believe in economy, that in the period since I have 
been in Germany we have cut by almost 50 percent the American per- 
sonnel in our headquarters. This is, of course, because we are able to 
look forward to going from the status of an occupation force, the 
High Commissioner’s Office, to that of a Embassy. Therefore, it is 
the conditions of the world that have perhaps been the primary factor ; 
nevertheless, I want to assure you that all of us have done what we 
could do to reduce the staff and the budget toa minimum. In so doing 
we have been able to save the money because we have been able to make 
some changes in the housing which is mentioned in the construction 
program. 

Also, we have released some of our office space to the German Gov- 
ernment. 
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SOURCE OF FUNDS 


Finally, we sum up the source of funds. On this basis, this is dif- 
ferent from the bude et presented last year. This budget provides 
for the utlization of funds from three sources. First, United States 
dollars for necessary dollar expenses, such as United States salaries 
and certain travel and related costs. Then, United States local cur- 
rency primarily derived from surplus property credits to be used for 
all types of deutschemark expenditures. 

Third, because of the provisions of section 1313, Public Law 207, 
occupation costs in Berlin, and occupation costs in general, except for 
those multilateral costs which the Bureau has ruled are not to be 
included in our presentation before the Congress. 

In other words, this is an authorization to spend money in these 
three categories. 

Needless to say, wherever we can, we are going to continue to use 
occupation costs. If the ratification should be delayed we can con- 
tinue to use some occupation costs in West Germany. We are going 
to draw down the deutschemark local currency where we can and will 
use dollars only when it is necessary. 

I think that summarizes the rather complicated problem which is 
mentioned in my opening statement. 

These last statements of mine on a complicated subject I might want 
corrected by my able assistants, Mr. Herve L’Heureux and Mr. Porter. 
I will ask them if I have made any misstatements in that connection. 

Mr. Porrer. No, sir. 

Mr. Conant. Fine. I think that completes my summary of the 


general justification of this budget. 

Mr. Taper. What do you expect with regard to the ratification of 
the EDC? 

Mr. Conant. May I answer off the record, sir? 

Mr. Taper. Yes. 

(Discussion off the record.) 


SHIFT TO EMBASSY STATUS 


Mr. Taser. When will your status shift to the Embassy basis fol- 
lowing that? 

Mr. Conant. As soon as the ratification is complete and the so-called 
Bonn contractual arrangements come into effect, the Office of the High 
Commissioner disappears and the Allied High Commission disappears 
and becomes an Embassy. So, legally, it can only take place at that 
time. 

Mr. Taper. Your picture at this time represents what you expect 
you will still have to do in the nature of ‘mh, pox and also what you 
will have to do afterwards during the fiscal year when that ceases? 

Mr. Conant. As far as we can without violating our agreements 
with the British and the French, we are going ahead from July 1 as 
though the contractuals were in effect. We are going to proceed to 
liquidate all the American occupation functions that we can. 

or example, the courts. We are going to be ready to pick up 
whatever is necessary on the contractuals. We cannot foresee, quite 
frankly, just what is going to happen in this fiscal year, but within 
my power I am going to act as though the contractuals had come into 
effect on July 1. 
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Mr. Taser. We have a budget request for $12,845,000 for your 
activities. 

Mr. Conant. The page to which you refer has Austria in it as well, 
which complicates the matter. 

Mr. Tazer. I appreciate that, but the first four items are the ones 
I refer to. 

Mr. Conant. Quite so, and that adds up to $12.8 million, if I am 
not mistaken. 

Mr. Taser. $12,845,000. I have no further questions at this time. 


INFORMATION PROGRAM 


Mr. Corron. Without going into details, because it is a general 

uestion, would it be possible in a few sentences for you to indicate 
the effect on our general policy of the information services, and what- 
ever we are doing to maintain and promote understanding in Ger- 
many of this country and our purposes and intentions, and how the 
end of the.occupation, from a technical standpoint, will affect those 
activities 

Mr. Conant. Well, I would suppose over a period of years it would 
gradually diminish. The fact that we went into embassy status would 
not remove the need for the American house program in Western 
Germany, or this exchange program. As far as the money spent in 
Berlin is concerned, that continues unchanged. That is essentially 
a propaganda outlet for the East Zone. 

Let us speak to West Germany. I would say that the West Ger- 
mans could still absorb effectively the message that we are bringing 
to them about the United States and all that the United States 
represents, 

Mtr. Corton. So in a nutshell, for the time being, those activities 
will continue practically undiminished / 

Mr. Conan'r. They have been diminished somewhat over the years, 
but I would hope they would be very little diminished. I believe 
that they are effective. 


USE OF DEUTSCHEMARKS 


Mr. Davis. Generally speaking, where do you draw the line between 
the use of deutschemarks and the use of American dollars? Is there 
a quick answer you can give me on that? 

{r. Conant. I will try my hand and then I will ask the Executive 
Director. I will say that wherever we can we draw down the deutsche- 
marks, which is an asset of the United States Government, on surplus 
property. A year ago, when we presented the budget, we broke it 
down that way because at that time the budget was presented in a 
twofold way. There are some things which you obviously cannot use 
deutschemarks for, for instance, paying the salaries of our staff. That 
is essentially the answer. 

Mr. Porter. I would like to add one more thing. We try to maxi- 
mize, of course, in every way the use of local currency, which was the 
intent of the Congress, as expressed to us last year. For instance, on 
this question of the dollar salaries, we do not pay our people in 
deutschemarks because administratively it would be a very Gonlesine 
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thing to do, but we take the local currencies that are available to the 
Treasury of the United States and cash in on the dollar payroll of our 
people, so in effect we are returning those dollars to the Treasury. 
About 20 percent of our total payroll is converted to deutschemarks 
and the dollars are then returned to the Treasury. By and large this 
dollar item is salaries. There is not much else in it. There is a little 
travel, of course, where you have to have the dollar to travel. 

Mr. Davis. Are there any particular rules that would draw the 
line, or in every case is it just the practical inability to use the 
deutschemarks? Is that true? 

Mr. Porter. Yes. It is only where deutschemarks simply cannot 
be used in a given circumstance that we will not use them. Other than 
that, we try in every way possible to use them. For local procure- 
ment we would procure with deutschemarks rather than buying with 
dollars. 

Mr. Conant. Could I not say that the general rule was to use 
deutschemarks wherever we can and fall back on the dollars only 
when we have to? , 

SOURCE OF FUNDS 


Mr. Taper. We might put into the record at this time the state- 
ment of the source of funds appearing on page 11. 
(The statement referred to is as follows :) 


SOURCE OF FUNDS 


Under the assumption that the Bonn conventions would be in effect by July 1, 
1954, this budget provides for the utilization of three sources of funds: 

1. United States dollars for necessary dollar expenses such as United States 
salaries and certain travel and related costs in the approximate amount of 
$5,750,000. 

2. United States-owned local currencies primarily derived from surplus prop- 
erty credits to be used for all types of deutschemark expenditures, approximately 
$6,190,000 ; and 

3. Because of the provisions of section 13138, Public Law 207, occupation costs 
in Berlin in the amount of $900,000. 

Mr. Davis. Historically, we can anticipate the complete cost of this 
administration will be borne by the German people, could we not ? 

Mr. Conant. If I may make a distinction there between drawing 
down the deutschemark account, which is, after all, not borne by the 
German people in the sense of being a tax burden, but which repre- 
sents an arrangement made sometime ago between the American 
Government and the Germans, and is therefore an American asset 
there, and the occupation costs which are borne by the Germans. Now, 
the occupation costs represent a third category. There are the dollars, 
there are the deutschemarks that are in our account because of the 
transaction on property, and then there are the occupation costs. 

With regard to the occupation costs we have only a certain limited 
number of things we charge to that by agreement, and in the past they 
have not been in this budget. It is only because of section 1313 that 
they are there. They are not there now as far as multilateral costs are 
concerned—the costs that involve the British, the French, and our- 
selves. The distinction is complicated but very important. 

Mr. ANnpersen. The deutschemarks are pretty strong financially, 
are they not? 

Mr. Conant. Yes. Turning to the question of the economy in Ger- 
many today, they are a prosperous, industrially prosperous country, 
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and their financial status is good. Their currency, as you know, is 
sound, 

Mr. ANDERSEN. That is the point that I wanted to make. Wherever 
we went in Europe it posi as though they were very glad to get 
hold of deutschemarks. 

Mr. Conant. Yes. They have an excess in the so-called European 
Payments Union. 


NUMBER OF AMERICAN CONSULATES IN GERMANY 


Mr. Davis. You compared to some extent the Federal nature of the 

German Republic with Canada and Australia. Are we to gather from 

our statement in that respect that we maintain a consulate office 
m each one of the German states of the Federal Republic? 

Mr. Conant. No; we do not. We might be well advised if we 
did. We do not because we cannot afford to. There are 9 separate 
states, if I am correct, and we have 6 consulates, so a couple of con- 
sulates have to cover the smaller states. Then there is Berlin, which 
is a separate story. 

There is a consulate in Munich at this time that covers Bavaria. 
That is very important, of course. It is a very large and powerful 
state. There is one in Frankfurt that covers the state of Hess. There 
is one in Dusseldorf that covers the whole Ruhr area, which is part of 
the big state of Westphalia. We do not have one in Hanover, which is 
the capital of Lower Saxony, but we count on our Hamburg Embassy 
to cover both that and Hamburg itself. We have one in Bremen and 
we mg one in Stuttgart, which is the capital of a large state in the 
south. 


DOLLARS AND DEUTSCHEMARKS IN BUDGET FOR 1955 


Mr. Gary. As I understand it, you are requesting $12,845,000 for 
the fiscal year 1955. 

Mr. Conant. Yes. 

Mr. Gary. Of which you anticipate $5,750,000 will be dollars and 
the balance deutschemarks ? 

Mr. Conant. That will be dollars drawn down out of the Treasury 
during the fiscal year. 

Mr. Gary. And the balance of it will be local currency ? 

Mr. Conant. The balance will be local currency derived from two 
sources. 

AMERICAN TROOPS IN GERMANY 


Mr. Gary. In your statement you refer to the duties incident to 
handling the matters of oe#upation. What is the relationship be- 
tween our troops and the German civilians ? 

Mr. Conant. I may say that it is amazingly good. One of the most 
surprising things to me was to find out how excellent the relationships 
are. One would think large numbers of troops in a foreign country 
would present problems. They do; but I think it is a tribute to the 
officers and men in the American Army on the one hand and Germans 
on the other that things have gone so extremely well. We have had 
some — from time to time, but that is bound to be the case. It 
is really quite a phenomenal situation. 
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Mr. Gary. What is the situation with reference to intermarriage 
between our troops and the Germans? 

Mr. Conant. I cannot give you the Army regulation, but that is 
governed by Army regulations, as you know. I am sorry that I do 
not have those. 

Mr. Porter. They have been liberalized recently. 

Mr. Conant. That is why I do not want to make from memory. It 
applies to the enlisted men, and so on. I do not know. 

Mr. Gary. Is there much intermarriage going on‘ 

Mr. Conant. I do not have any statistics. 

Mr. L’Hevrevx. There is quite a volume. I do not know the 
statistics. 

YOUTH ACTIVITIES PROGRAM 


Mr. Gary. What are you doing now with reference to your youth 
activities ¢ 

Mr. Conant. The Army, on the one hand, has its GY A program, 
but on our part we cut down many of our activities as our budget has 
decreased over the years so drastically. But through the America 
House program we are doing a good deal. That is not in this budget, 
because, as you know, all that is now separated out of the State 
Department, except the exchange program. It was defended before 
some committee here. So I am only speaking about that in general 
terms. I have the responsibility still, as the chief of mission, as a 
coordinating officer, but I do not have the responsibility for the budget- 
ary details of the so-called public-affairs program. 

Mr. Gary. In the past the High Commissioner’s office has been 
conducting a youth activity program in the West section to counter- 
act the influence of the youth programs in the East section of Ger- 
many when they had these demonstrations over there, bringing to- 

ther thousands of youths to the East section of Berlin. These were 

ay Day exercises, and they were designed to convert the youth of 
East Germany to communism. We were told that the High Com- 
missioner’s office had a program to counteract the Communist pro- 
ram. What is the situation with reference to the youth activities in 
th the East and West sections at the present time ? 

Mr. Conant. May I answer that in 2 parts, 1 off the record and 1 
on the record ¢ 

On the record, the drastic cuts which have been necessary in the 
public-affairs program have practically eliminated our financial par- 
ticipation in the youth a ror in West Germany. I cannot give 
you the details because I am no longer responsible for the details of 
the budget, but I think that we have cut that whole section almost out 
and have now a cultural attaché who, with a small office, keeps in 
touch with the German activities themselves, and through the America 
House program a certain amount of work is done. 

(Discussion off the record.) 

Mr. Gary. I think this type of program should be continued. 

Mr. Conant. As far as the people in West Germany are concerned, 
we do not have to worry about them being anti-Communists. If there 
is anyone soft about communism in the world, let him go and live in 
Berlin and he will change his mind in a couple of weeks. You have 
the divided world right there. You can see what communism is like 
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when you just go down the street, so you do not have to worry about 
the youth of West Berlin. 

Mr. Rooney. There is one matter I am not so sure I understand. I 
am referring to page 53a of the justifications. 


REDUCTION IN USE OF LOCAL CURRENCY 


I notice that in fiscal year 1953 the amount of $3,900,000 in local 
currency was used in connection with this program. In the current 
fiscal year the amount of $3,300,000 is being used. How is it that in 
fiscal year 1955 you propose to use only the amount $2,600,000 in local 
currency ¢ 

Mr. Conant. I will have to let Mr. Porter give you the detailed 
answer on that. 

Mr. Porrer. The answer to that is this simply measures the salary 
expense of the total budget. 

Mr. Rooney. This refers to overseas salary expenses, and my in- 
quiry is—if we used so much in local currency in the current year, 
and 2 years ago, why cannot we use as much in the coming fiscal year? 

Mr. Porter. The answer to that is, this reflects the amount of money 
that we pay to the local a and we are cutting staffs so the 
reduction is represented by the staff cuts rather than by converting to 
deutschemarks. In other words, you are rg ai a staff of per- 
haps 800 people more who were paid in 1954 than in 1955. That is 
the explanation of the deutschemarks, not that we would not like to 
use the local currency, but there just will not be the staff to pay, so 
therefore the cut. 

Mr. Conant. That represents the cut in local employees. 


INTERNATIONAL BOARDS AND COMMISSIONS 


Mr. Rooney. With regard to page A, I notice that 2 years ago the 
amount of $145,010 was used for international boards and commis- 
sions, and that this was increased as the result of last year’s hearing 
and by action of the Congress to $264,663. Why cannot that amount 
be cut in the coming fiscal year rather than to continue the use of this 
amount, $264,663 for the fiscal year 1955, which is almost twice as 
much as was expended for this gd 2 years ago? 


Mr. Conant. This reflects the whole change in status from an oe- 
cupation force to that eventually of a normal embassy. These inter- 
national boards and commissions are to a considerable extent those 
international boards and commissions which are set up in order to 
carry out these contractual arrangements, and on page 34 you will 
find a certain amount of justification. I will give you one illustration 
which will indicate what we have already done in this regard. You 
will find the boards listed particularly on page 35. This is a whole 
set of boards and commissions that were set up in this so-called con- 
tractual agreement between the two Western occupying powers and 
the Federal Republic. 

Now, as soon as the EDC treaties are ratified, and we get into the 
status of an embassy, all of these will have to be activated. We have 
anticipated already some of this at the request of the chancellor, par- 
ticularly the first 2 which have been put together in the form of a 
parole and clemency board, headed by an American and having 2 


other Americans on it, and 2 Germans, which was set up to handle by 
review all the war criminals that are in our jurisdiction. The British 
have set up a similar board in their zone, and the French a similar 
board in their zone. In other words, because the contractuals have not 
yet come into effect, we anticipated a review of the war criminals by 
this method, and of course the expenses of that board have to be met 
as one of the things out of this budget. 

Mr. Rooney. Does the item on page A, where you seek an increase 
of $300,000, or rather a new amount of $300,000 that you have not 
had in fiscal years 1953 and 1954 for boards and commissions, apply 
to this same subject for which you seek $264,663 ? 

Mr. Conant. They are supplementary items. They have to go 
together. 
. Mr. Porrer. That last $300,000 is described on page 74, sir, of the 

udget. 

The Bonn conventions describe how these various boards and 
commissions will be created, and they point out that normally the 
membership will be German, British, and French, and the United 
States, and the conventions themselves point out how the administra- 
tive arrangements and the administrative expenses will be shared. 
Generally speaking, the United States’ share of these boards and 
commissions will be one-sixth of the total cost of the administration 
of the international expenses that are involved. This item is to pa 
for that one-sixth of the total cost. The Germans will pay one-half. 
The British and the French and the United States will each pay 
one-sixth. 

Mr. Rooney. This looks like a lump-sum request without any 
explanation of the details, if I read page 74 correctly. I would like 
to have inserted at this point in the record a breakdown of this 
$300,000. 

Mr. Porter. Right, sir. 

(The information requested is as follows:) 


United States share of operating expenses of boards and commissions to be established 
under the Bonn conventions 


United 


Total costs 


Quadripartite boards and commissions, salaries: 
10 neutral members... 


Subtotal 
Allowances for dependents and separation allowances__.........__._-- 
Travel of neutral members. 
Travel of administrative and secretariat personnel..._..............___-- 
General operating expenses 
Office rents and utilities 


Tripartite boards (Board of Review and I. G. Farben Control Board): 
Transition costs: 
pereening, relocation, and maintenance of pertinent records 
Reserve for unforeseen administrative expenses in connection with initial 
establishment of boards and commissions 


| 
share 
Allied and local secretariat and administrative 
| 875,000]... 
| 26,000 |.......-. 
} 
| 
66, 000 
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Mr. Conant. These are nonsalary expenses for the quadripartite 
arrangements contemplated. We can give more details on a specula- 
tive basis. 

DOCUMENT CENTER 


Mr. Roonry. Again referring to page A of the justifications, why 
do you contend it is necessary to add $35,933 to the amount which you 
now have in connection with the Berlin document center ? 

Mr. Conant. That is because we have been discussing the problem 
of whether we should move it or not. The question of security has 
been raised. It is a documentary center. You know what it is and 
what is in it. Of course, Berlin is a somewhat exposed city. If hos- 
tilities should develop that would be lost. It has been argued that 
we ought to move it out of Berlin to the western republic. That 
money is in there if we decide to move it. If we do not, the money, 
of course, will not be spent. 

Mr. Rooney. You have not as yet made the decision ? 

Mr. Conant. We have not made a decision. We are still debating 
it. Of course, we will turn the money back to the Treasury if we do 
not use it. 

Mr. Taser. Mr. Passman. 

Mr. PassMan. No questions at this time. 

Mr. Taser. Mr. Cannon, have you anything at this point? 

Mr. Cannon. Not at this time, thank you. 


RETIREMENT OF MR. SAM REBER 


Mr. Rooney. I have a further question. for the record. 

At a public televised hearing here on Capitol Hill one day last 
week questions were asked without any proof whatever being offered 
which sought to leave the impression that one Sam Reber resigned, or 
was forced to resign, by reason of his having been found to be a 
security risk. Can you tell us the circumstances of his resignation? 

Mr. Conant. I think, Mr. Chairman, that departmental representa- 
tives would have to testify on any matter of security, if security is 
involved. 

Mr. Rooney. Dr. Conant, we should have an answer now; otherwise 
it would appear that the mere asking of a loaded question is justified. 
An impression has been given to the American public that the man is 
a security risk. Understand, I do not know whether he is or not, but 
I certainly do not think that it is fair to him, if he is not, to refuse to 
disclose the circumstances in connection with his retirement. 

Mr. Conant. Well, I have to go to the Department’s statement, and 
the Department’s statement is on record about his retirement. 

Mr. Roonry. What is the Department’s statement ? 

Mr. Conant. I have here a statement the Department made that 
Mr. Reber applied for retirement and retired under the provisions 
which enable him to do so at age 50. Am I right? 

Mr. Lyon. Right. 

Mr. Rooney. After how many years of service? 

f eer You have to have over 20. I do not know how many 
e had. 
Mr. Rooney. He served the Government 20 years, did he? 
Mr. Lyon. Yes. 
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Mr. Rooney. Does anyone here present know anything detrimental 
to his reputation as a loyal American? 

Mr. Wiser. I know of none. I am sure none of us would have had 
the privilege of reviewing any investigatory file. As far as hearsay 
- his reputation is concerned, I know of nothing derogatory against 

im. 

Mr. Conant. me be just put on the record that the Department has 
made a statement about his retiring, and that I should like to put on 
the record that from my experience with him in the short time he was 
my deputy he was a most satisfactory public servant. He did an ex- 
cellent job. I shall always be indebted to him for his help and as- 
sistance in taking a green man and trying to break him into the 
difficult problems of diplomacy. 

Mr. L’Hevurevx. When I went to Germany in 1952, Mr. Reber, with 
whom I served in Algiers, told me as soon as he reached the age of 50 
he would apply for retirement. He wanted to get into something else, 
and when he reached the age of 50 he retired. That is all that I know 
about him. 

Mr. Rooney. That is all, Mr. Chairman. 

Mr. Taror. Doctor, I have 2 or 3 questions I would like to ask. 

Mr. Davis. Mr. Chairman, were you getting ready to go into the 
details, or are we still on general matters? 

Mr. Taser. Still on general matters. 

Mr. Davis. I have a question later. 


COMPARISON OF 1954 AND 1955 BUDGETS 


Mr. Taser. What I would like is to have, if I might, the items that 
are eliminated in the request this poe that were included in the 
request last year, and the amount of money that was carried in the 
bill for those particular items. Do you have those anywhere ? 

Mr. Porrer. Yes, sir. I have that on two separate sheets here. 
This [indicating] shows the overall reductions. It does not tie into 
the request. It ties it into the appropriation for last year. 

Mr. Taser. That is what I would like to tie it into. 

Mr. Porrrr. All right. 

Mr. Taser. This covers the amount of money that was provided for 
things that are taken out of your jurisdiction at this time, or are 
eliminated ? 

Mr. Porrer. What we did, Mr. Taber, was to back up to the current 
year and remove all of the public affairs expenses and any other 
expenses which had been transferred to other agencies’ jurisdiction, so 
that the figure you see there of $15,760,000 is comparable in all re- 
spects to the figure for this year’s request. 

Mr. Taser. You mean the figure of $15 million is comparable to this 
year’s request ? 

Mr. Porter. Yes, sir. 

Mr. Taner. In other words, this shows the items that were taken 
away, and the ones that were added ? , 

Mr. Porter. It shows the reductions by major categories from the 
appropriation for this year, on comparable items. 

Mr. Taser. That does not show the things for which you are asking 
no funds at all, which were provided for last year? 

Mr. Porter. I am sorry, sir. 


& 
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Mr. Taser. That is what I am trying to get. 

Mr. Porter. Yes, sir. You mean the public affairs program ex- 
penses and that sort of thing, which are now in a separate budget? 

Mr. Taser. Yes. 

Mr. Porter. That sheet I just handed you will give you that. 

Mr. Taner. Anything that is eliminated will be on the first sheet 
you handed me? 

Mr. Porter. Yes, sir. 

Mr. Taper. Anything that is reduced ? 

Mr. Porter. Reduced from a comparable basis. 

Mr. Taper. Which is still an activity carried on by you. It will be 
included in the first sheet ? 

Mr. Porter. In the first sheet. 

Mr. Taser. I think we had better put that into the record at this 
point, if we may. 

(The information is as follows:) 


OrrtcE OF GERMAN AFFAIRS 
Increases and decreases, fiscal year 1955, German program 


[Stated to nearest $10,000] 


Increase 
(+), or de- 


HICOG salary expenses 
Less we HICOG staff reduction in 1954 (686 posi- 
Plus cost due to reduced lapse 
Less reduction in miscellaneous salary items (including 
terminal leave) 


HICOG nonsalary expenses. 
Less travel expense reduction 
Less general operating expense reduction 
Less building operating expense 1eduction 
Plus United States share support boards and commissions 
Plus move of Berlin Document Center 
Less Marine guard clothing reduction 
Less logis:ic support reduction 


Exchanges program expenses.............-----.--------------- 
Domestic salary expenses (reduction of 21 pesitions) 
Domestic nonsalary expenses (reflection stafl reduction) 


Total German program 15, 760, 000 


Mr. Wizper. Mr. Chairman, is what you are requesting a breakdown 
between Germany and Austria, on this sheet I, which gets down to 
the base? 

Mr. Taser. No. That is the overall appropriation. I wanted to 
get a breakdown such as the one which appears on this sheet, and then 

wanted to get a breakdown of what there was which was either elim- 
inated in toto or transferred to another agency. 

Mr. Porter. On the top of that stack I gave you it will give you that, 
sir. It takes a bit of analysis. é 

(Discussion off the record.) 

Mr. Taser. There was $33,748,000 appropriated to your agency last 
year. Of this $3,992,000 was set up for acquisition of buildings abroad, 
Department of State. 

either that item nor any comparable item is included in your bill 
this year? 

Mr. Porter. We are asking for no construction funds this year. 


§ 
: 1954 1955 
crease (—) 
| $7,450,000 | 
—240,000 
$6, 050, 000 
490,000 |.........-...- 
3, 5°0, 000 
3, 200, 000 —670, 000 2; 530, 000 
610, 000 —110, 000 500, 000 
: 210, 000 —30, 000 180, 000 
—2, 920, 000 12, $40, 000 
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Mr. Taser. You do not have anything in connection with that at 


this time? 


Mr. Porrer. We do not; and neither does the foreign buildings bill. 


It is not anywhere. 


Mr. Taser. There was also an item of $12,934,848 which was set 
up for the Information Agency in Germany. "That is now under the 
jurisdiction of the United States Information Service? 


Mr. Porrer. Yes, sir. 


Mr. Taser. And is not provided for in the request you are presently 


making at all? 
Mr. Porrer. Not at all. 


Mr. Taser. The total of those two figures I have listéd is $16,926,- 


848; is that correct? 
Mr. Porter. Yes, sir. 


Mr. Taper. You have set up on table A a total of $15,761,000 for 
the comparable figure in this current fiscal year; is that right? 


Mr. Porter. Yes, sir. 


Mr. Taser. If you subtract the $16,926,848 from the $33,748,000, 


you have a balance of $16,821,152. 


From that gro 4 of figures $1,060,000 was transferred or will be 
i 


unobligated, accor 
Mr. Conant. That is right. 


ng to your estimates ; is that right? 


AMOUNTS AVAILABLE FOR OBLIGATION 


Mr. Taser. I think maybe we should put this first page in the 


record at this point. 
(The information is as follows :) 


GOVERNMENT IN OccuriED AREAS, DEPARTMENT OF STATE (GERMANY) 


Amounts available for obligations 


Actual, 1953 


Estimate, 
1954 


Estimate, 
1955 


Appropriation or estimate 
Transfer to— 
“Acquisition of buildings abroad, Department of State’’ 
pursuant to Public Law 207 
“United States Information Agency” 
Reorganization Plan No. 8, 1953 


Adjusted appropriation or estimate 
Balance reappropria and transferred to “Salaries and 
expenses, Department of State,”’ pursuant to Public Law 195. 
Reimbursements from other accounts 


Total available for obligation 
Unobligated balance, estimated saving 


Obligations incurred 
Comparative transfer from— 
Salaries expenses, Department of State”: 


pursuant to 


Representation allowances, Department ‘of State. 
operations, Germany: 
irect 


s y the Federal Republic of 
Germany and the city of Berlin 
Comparative transfer to— United States Information Agency-.- 


Total obligations 


$15, 572, 500 


$33, 748, 000 


—3, 992, 000 
— 12, 934, 848 


$12, 845, 000 


16, 821, 152 


3, 867, 749 


16, 712, 749 


16, 712, 749 


4, 308, 713 


12, 845, 000 
3, 867, 749 


| 
— 
| 
4, 878, 473 4, 308, 713 
20,080,242 | 20,961,865 | 16, 712, 749 
i 
Dursa Di¢ 380, 889 
—4, 485, 580 602, 162 |... 
27,900,206 | 20, 069, 713 
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OBLIGATIONS BY ACTIVITIES 


Mr. Taser. We might insert also the obligations by activities state- 
ment. 

(The statement referred to follows :) 

GOVERNMENT IN OccuPpiEpD AREAS, DEPARTMENT OF STATE (GERMANY) 


Obligations by activities (direct) 


Estimate, Estimate, 
Actual, 1953 1954 1955 


DIRECT ORLICATIONS 


1. Conduct of relations with Germany $8. 653, 925 $6. 108, 984 $4, 959, 181 
2. Statutory and technical consular activities, Germany ____. 1, 915, 639 1, 638, 642 
3. Educational exchanges..................__... 2 6, 492, 669 3, 757, 182 


Total direct obligations “ig 15, 761, 000° 


Mr. Taper. Mr. Davis, you have a question? 


FINANCING OF MILITARY CONSTRUCTION, GERMANY 


Mr. Davis. Yes. I think probably this will be the only opportunity 
there will be to ask for a statement from you with respect to the cur- 
rent status of the financing of the military construction program in 
Germany. 

Mr. Conant. Well, I am not sure I am prepared to answer that be- 
cause that is not directly in my bailiwick, of course. I wonder what 
phase of it you had in mind? 

Mr. Davis. As I understand it, you are the only representative 
of the United States Government who does have any control over it. 
As I understand it, the budget is made up, it comes to your Office, 
and you give it your approval. 

Last year when we discussed it it was somewhat in the open; that 
is, we were not completely sure of it, because of the large amount of 
money which was anticipated and had been coming completely from 
deutschemarks. However, last year it had not been ccaialobite settled 
as to the continuation of the program with the use of deutschemark 
funds. In other words, if the agreements went into effect and so on 
that meant an end of the complete financing through occupation 
deutschemarks. 

I am interested in knowing, inasmuch as the budget does come to 
you and that is the only budget the Appropriations Committee has 
any way of finding out about, what the status of that is. 

Mr. Conant. I think I can answer it first in general terms, and then 
ask Mr. Reinstein, who is here, to give you the details, which I think 
he is familiar with. 

In general terms, I think the place at which the High Commis- 
sioner’s Office enters the picture is in negotiating with the Federal 
Government the amount of occupation costs which they are to pay; 
and that we did a year ago. Then we get our fraction of that. From 
that point on it is in the Army’s hands. 

Mr. Reinstein, do you want to take on from there? 

Mr. Rernstern. Yes, sir. 


| 
— | | 
i 
| 5,000 
i 
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Mr. Conant. Do you have the details of the Army’s use of the occu- 
pation cost which is involved in the question, I take it? 

Mr. Rernstetn. No, sir; I do not have it with me. 

I might say that the Department of Defense is now reviewing the 
budget for the first half of this year. It was drawn up in military 
headquarters in Germany, sir. They have required it be submitted to 
Washington, and it has been reviewed by the Comptroller’s office in 
the Department of Defense. 

Mr. Davis. Is any portion of that program now being financed with 
American dollars? 

Mr. Rernstern. The Army military construction program ? 

Mr. Davis. Yes. 

Mr. Rernster. No, sir; not to my knowledge. That comes out of 
the occupation cost. 

Mr. Davis. That will continue to be true, so long as military con- 
struction is going on under the auspices of the American military 
forces there in Germany ? 

Mr. Conant. No, it would not be true in the EDC. Treaties come 
into effect. We are then on a totally different status. We no longer 
have occupation costs. Then there comes into being a new thing, for 
Germany,.and the part they will pay for their contribution for the 
defense of Europe. The word for that is “support cost.” 

That has not be renegotiated. We have to renegotiate that every 
ear, as we look forward. That is one thing that is right on the firing 
ine, so to speak, right now, as to what our new negotiations are going 

to be on this whole problem, depending on the date of ratification and 
so on. 

Of course, it is a tripartite negotiation, you understand, among the 
British and French and ourselves. It is really quadripartite, includ- 
ing the Germans. 

Mr. Davis. Off the record. 

(Discussion off the record.) 

Mr. Davis. I think that clears that up. Thank you, Mr. Chairman. 


COUNTERPART FUNDS 


Mr. Taser. Have you a record of the counterpart funds which are 
available to the United States in Germany ? 

Mr. Conant. Of the funds available to the United States in 
Germany? 

Mr. Taser. Counterpart funds. 

Mr. Porter. Which remain available, sir, or are presently available? 

Mr. Taper. Yes. 

SURPLUS PROPERTY CREDITS 


Mr. Porter. I would have to supply that for the record. I do not 
have it exactly. I can tell you the surplus property credits which are 
still available. 

Mr. Taser. Please tell us that. 

Mr. Porter. Yes, sir. The German Government, by agreement 
under the London Debt Agreement, agreed to repay the amount of 
$203 million, I think was the exact amount, in surplus property credits 
owing to the United States Government. 

Mr. Taser. What is the balance of that? 
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Mr. Porter. Let me supply the exact figure for the record. The 
balance would be roughly $150 million worth of deutschemarks today. 

Mr. Wiser. I have the exact balance as of June 30, Mr. Chairman, 
$191,190,000. 

Mr. Taner. That would be as of last June 30? 

Mr. Witeer. Last June 30. 

Mr. Taser. $150 million might very readily be the current figure? 

Mr. Wiser. Yes. 

COUNTERPART FUNDS 


Mr. Taser. What about the counterpart funds? 

Mr. Porrer. I think they are practically all exhausted. There is 
an account which was blanketed into the Treasury on July 1 last, 
which was called the High Commissioners’ Operating Fund, which 
derived from several different sources. A small amount of that was 
counterpart, but I think it has all been exhausted. May I supply 
that for the record ? 

Mr. Taser. Please. 

(The information is as follows :) 


Local currencies available to the United States in Germany 


[Dollar equivalent of deutschemarks : DM4.2=$1] 


Available for immediate use: 
Surplus property funds owned by the Treasury $10, 666, 667 
Balance of funds previously made available under Government 
in occupied-areas appropriation 7, 182, 681 
FOA 10 percent counterpart funds 2, 924, 666 
Interest earned on bank deposits 66, 718 


Subtotal 20, 840, 732 


Available for future use: 
Surplus-property funds, balance under agreement 174, 518, 253 
Information media guaranty funds 2, 397, 764 
Funds held for payment of German prisoner-of-war claims 30, 640, 704 


Subtotal 207, 556, 721 


Grand total 228, 397, 453 

Above amounts do not include the following: Funds held in trust for third 
parties; funds to liquidate outstanding obligations; German funds which may 
be subject to United States control but are used for benefit of the Germans or 
for support of multipartite agencies. 

Mr. Taser. Are there any other general questions? 

(Discussion off the record.) 

Mr. Taper. Are there any other general questions before we get to 
the details? If not, we will proceed. 


SUMMARY OF GERMAN PROGRAM BY ACTIVITIES 


We will insert in the record at this point the two middle columns 
‘as shown on page A of the justifications. 
(The information is as follows :) 


| 
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Mr. Taner. We will insert in the record at this point page B of the 
justifications, and the charts appearing on pages C and D. 
(The information is as follows :) 


Summary of German program by activity 
Increase 
Actual, 1953 | Fstimate, | Estimate, | ‘o, decrease 
=~} 

Conduct of relations with Germany: 
C verseas salary expenses. ................_. $4, 697, 195 $3, 629, 224 $2, 811, 375 —$817, 849 
(G verseas nonsalary expenses.____._____ * 3, 392, 580 2, 035, 885 1, 772, 983 —26?, 902 
Domestic salary expenses ..........-..--_-- 439, 763 370, 857 314, 871 —55, 986 
Domestic nonsalary expenses 124, 387 73, 018 59, 952 —13, 066 
Subtotal, conduct of 8,653,925 | 6,108,984 | 4,959,181 | —1, 149, 
Statutory and technical consular: 
Overseas salary expenses. ._.......-..__.__- 951, 780 899, 669 785, 609 —114, 060 
Overseas nonsalary expenses. __........._.- 963, 859 738, 973 613, 859 —125, 114 
ee en 1, 915, 639 1, 638, 642 1, 399, 468 — 239, 174 
Exchange of persons: 
Overseas salary expenses. _.....-..____- 267, 906 216, 7: 159, 349 — 57, 380 
Overseas nonsalary expenses. “ 213, 138 168, 242 124, 048 —44, 194 
Program expenses .___.....-......- z 5, 817, 978 3, 200, 000 2, 531, 356 — 668, 644 
Domestic salary expenses _._..............-- 163, 208 148, 238 104, 443 —43, 795 
Domestic nonsalary expenses__............- 30, 439 23, 973 21, 158 —2,815 
Subtotal, exchange of persons_____._..__- 6, 492, 669 3, 757, 182 2, 940, 354 —816, 828 
Administration: 
Overseas salary expenses. _............-...- 3, 352,175 2, 708, 163 2, 299, 466 —408, 697 
Overseas nonsalary expenses. ___.___. wal 1, 955, 810 1, 344, 941 1, 066, 752 — 278, 189 
Domestic salary expenses ......._.._. a 121, 031 90, 430 76, 753 — 13, 677 
Domestic nonsalary expenses_.............. 147, 996 112, 658 103, 026 —9, 632 
Subtotal, administration. -......___...... 5, 577, 012 4, 256, 192 3, 545, 997 —710, 195 
Grand total, German program... 22,639,245 | 15,761,000 | 12,845,000 | —2, 916, 000 
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BONN CONVENTIONS 


Mr. Taser. We will insert in the record at this point a portion of 
page 7 of the justifications, relating to the Bonn conventions. 
(The information is as follows :) 


THE LoNN CONVENTIONS 


The Bonn Conventions, which were approved by the United States Senate in 
June 1952, establish a series of boards and commissions to settle disputes arising 
under the various provisions of the conventions. In most cases, the boards or 
commissions provide for an equal membership on the part of the Germans on 
the one hand, and the Three Allied Powers on the other, and in certain cases for 
a neutral member. The costs of operating the boards and commissions (as 
distinguished from the salaries of the United States representatives) are paid 
either entirely by the Germans or are paid for one-half by the Germans and one- 
sixth by each of the Three Allied Powers. On certain of these boards and com- 
missions full-time United States staffs are provided. Wherever possible the same 
officer will be utilized as the United States representative on more than one board. 


Convowcr or Retatrions Wirn GERMANY 


Mr. Taper. We will also insert in the record at this point informa- 
tion appearing on pages 8, 9, 10, and 11 of the justifications. 
(The information is as follows :) 


ConbuctT OF RELATIONS ACTIVITY 


To the greatest possible extent United States representation on these boards 
and commissions will be handled by an officer of the mission on a part-time basis. 
This staffing is shown under the HICOG office to which the officer is assigned. 
In addition to membership on these boards and commissions a heavy workload is 
imposed on the mission staff in preparing material for use before the boards 
and commissions and in handling with the Germans, either unilaterally or with 
our allies, specific responsibilities imposed by the conventions such as inspection 
of conditions under which prisoners convicted by occupation courts are being 
held and winding up the decartelization and deconcentration programs. Fol- 
lowing is an analysis of the positions included under the various organizational 
units which perform these representative and supporting functions: 


American! Local Unit assigned 


(1) Prisons inspection (including representation on Mixed Clem- General counsel. 
ency Advisory Board). 

(2) Decartelization and deconcentration (including representa- Do. 
tion on successor agencies to coal, steel, and I, G. Farben 
control groups and on mixed committee reference disposition 
of coal and steel securities). 

(3) Civil aviation (including representation on standing commis- 2 Political, 
sion and continued operational responsibilities in Berlin). 

(4) Travel Control (including representation on successor agency 1 (5) Do, 
to Combined Travel Board). | 

(5) Communications (including representation on Frequency | 1 | Economic. 
Committee). | 

(6) Economic analysis (including representation on Joint Supply | 3 3 Do. 
Board and on Permanent Coordinating Committee under | 
the Finance Convention). 

(7) General review of compliance and developmert of interpreta- 
tion of the Bonn Conventions and preparation of United 
States materials related to matters brought before the Arbi- | 
tration Tribunal and the restitution organizations: | 

Political | 
Military security 
Public safety 
Secretariat 
(8) Refugee problems... _. 
(9) Civil/military relations 


Political. 
| General counsel, 
Staff activities. 
Do. 
Do. 
| Political, - 
| Staff activities. 


! These positions reimbursed from Combined Travel Board fee receipts. 
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OCCUPATION OF WEST GERMANY 


Action has been and is being taken to anticipate ratification of these conven- 
tions by curtailment or elimination of occupation functions wherever this can be 
done within appropriate safeguards for United States interests and subject to ob- 
taining requisite tripartite concurrences. This budget assumes that the conven- 
tions will be ratified before the beginning of fiscal year 1955. After ratification, 
remaining functions related to the occupation of West Germany will phase out 
over a period of several months; the conventions provide for a period of trans!- 
tion during which the transfer of responsibilities to the Federal Republic can be 
smoothly effected. The staff engaged in these functions will be terminated in the 
course of fiscal year 1955 as rapidly as their work is completed. Following is the 
allocation of this residual staff as of the beginning of fiscal year 1955: 


Occupation of West Germany positions estimated for July 1, 1954 


United States courts 

Chief attorney and district attorney - - 
sons inspection 

Decartelization and deconcentration.. 

Military Security Board 

Secretariat 


w 


OCCUPATION OF WEST BERLIN 


In fiscal year 1955, it is anticipated that the three powers will continue to 
maintain their occupation status in Berlin. The special staffing requirements 
stemming from the continued occupation of West Berlin are indicated by organi- 
zational designations within the Berlin element as follows: 


Occupation of West Berlin positions estimated for 1955 


Berlin element American 


Office of Director 

Allied Kommandatura Secretariat... 
Public safety 

Spandau prison guards (per quadripartite agreement) 


Aa 


In addition to the above positions within the Berlin element, the problems of 
Berlin occupy a major portion of the time of many of the positions, particularly 
at Bonn, shown in this presentation under other activities. 


SALARY Expenses, GERMAN ProGRAM 


Mr. Taner. We will begin our discussion with chart A, and go down 
through that and ask a few questions about it. 


CHIEF OF MISSION 


In the immediate office of the chief of mission you are reducing 
somewhat ? 

Mr. Conant. From 13 to 8 people. 

Mr. Taper. 7 of the 8 are United States citizens? 

Mr. Conant. That is right. There is just one local. 


|_| 
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STAFF AND SECRETARIAT ACTIVITIES 


Mr. Tacer. In the staff and secretariat activities you are reducing 
to 27 and 32 as against 38 and 41. 

Mr. Conant. That is right. 

Mr. Taser. Why would the average salary be as much as $4,000 
there? 

Mr. Conant. Well, those people are the sorts of people who are 
holding fairly responsible positions. They are enumerated on page 
14. There is the science attaché, and people on the Military Security 
Board, and the public safety adviser. Those are fairly high-ranking 

eople. 
" rad of those will go out if these plans go through and we get out 
of the occupation functions. We believe we will. 

All through this column there are 90 jobs coming loose during the 
course of a year. This is not shown here. It is shown in the overall 
summary. A number of those will come loose, unless I am mistaken, 
in this category. 

Mr. Porter. That is right. 

Mr. Conant. The science attaché we have no choice on. The Civil/ 
Military Relations Staff is involved. The military security controls 
I hope will go out of existence. That we do not have in our power. 
That has to be done by the British, French, and American action. 

Of course, if the contractuals come into effect they will go out. 


POLITICAL AFFAIRS 


Mr. Taser. The next is political affairs. 

Mr. Conant. Political affairs is, of course, what covers the normal 
functions of an embassy, with the additional problems we have, that I 
have spoken of, in Berlin, and the question of the existence of the Rus- 
sian Zone and its problems. 

Mr. Taper. Are some of those people in Berlin ? 

Mr. Conant. Well, this political affairs does not include Berlin. 
Berlin is shown separately on another line. The political affairs 
covers the people in Bonn. That is page 18. 

There, again, there will be a little reduction when the contractuals 
go into effect because we carry, strangely enough, in that section the 
activities we have to still carry on under civil aviation. We get rid 
of those; but we have a labor attaché, and so on. I think that is 
reduced just about as far as we can and still do a satisfactory job as a 
diplomatic mission. 

Mr. Taser. You think you would have to have as much as that? 

Mr. Conant. Yes, sir; I do. 

Mr. Taper. If it came under the State Department regularly ? 

Mr. Conant. You mean if we became a regular embassy? 

Mr. Taser. Yes. 

Mr. Conant. Yes, I do. I think you will find that compares with 
the sort of thing which is needed for a country of that size and that 
complexity of problems, particularly during this period of the con- 
ae when there is going to be an awful lot of negotiating to be 

one. 

I might point out in the analysis of that political affairs budget, on 
that line, that there will be 11 positions shown on page 18 in the 
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breakdown which will go out as the Bonn conventions come into effect. 
Five go out as we do the occupational responsibility. Six come on in 
the Bonn conventions. 

Looking forward to a couple of years, when we hope we will have 
the contractuals all over, it can be reduced by that number. 

There are 16 of that group who are responsiblities imposed on us 
by other agencies. That includes the labor attaché and special re- 
search personnel and an atomic energy attaché. 

When you come down to the hard core of the people involved, it is 
24 Americans and 23 locals out of that group. That is all spelled out 
in some detail on page 18. 

Mr. Taser. I think we might insert page 18 in the record. 

(The information is as follows :) 


Conpvuct oF Retations Activity 
Political affairs 


Actual], 1953 Estimate, 1954 Estimate, 1955 


American) Local |American| Local |American 


Regular activities for the State Depart- 
ment tn Germany 

Activities of interest to other agencies or 
relating to areas outside Germany-. 

Responsibilities imposed by Bonn con- 

Occupation responsibilities 


REGULAR ACTIVITIES FOR THE STATE DEPARTMENT IN GERMANY 


This staff includes 15 American officers, 9 American secretaries, and 23 local 
employees assigned to the Director of the Office, the Division of Internal Politi- 
eal Affairs, the Division of External Political Affairs and Civil Aviation Division. 

The Director and his deputy serve as the chief political advisers to the 
chief of mission and other officers of the mission. Included under the Office 
of ~ Director is a liaison officer stationed near German Government buildings 
in Bonn. 

The external political affairs staff is responsible for analyzing and reporting 
on relations between Germany and other countries and Germany’s participation 
in international agencies. Unusual problems and workloads arise in respect to 
German relations with the Soviets, East Germany, France, and Great Britain. 
Numerous incidents and harassments, arising out of the division of Germany 
and the exposed position of Berlin, frequent exchange of notes with the Soviets, 
and Allied consultations require much attention from this staff. 


ECONOMIC AFFAIRS 


Mr. Taner. For economic affairs you are asking 62 as against 81. 
What sort of activity would that be? 

Mr. Conant. That is very closely integrated with the FOA staff. 
We have always made the point in Germany—and we believe we have 
saved money and personnel by it—of integrating closely what was 
the Marshall plan aid and the economic functions of a normal agency. 
Ea have responsibility for continuing the investment program in 

rlin. 

Although these are the people in Bonn I am talking about, never- 
theless they have the ph an for these negotiations. They are 
also the people who have to do the negotiations we were talking about 


| 
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2B 7 21 7 16 7 

39 43 20 31 5 5 3 

99 87 73 62 51 44 
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earlier with the Germans on either the occupation cost or the support 
cost; and there are a great many problems to be worked out in the 
whole economic area in connection with these things. 


AID FOR GERMANY 


Mr. Taser. What is the status of the economic aid or any other 
‘ind of aid in Germany at the present time ? 

Mr. Conant. As I understand the proposal which is being pre- 
sented to the Congress there will be no item for economic aid for 
West Germany. ‘The question of aid for Berlin I think is being 
considered. Perhaps I could go off the record on that. 

Mr. Taper. Yes. 

(Discussion off the record. ) 


LEGAL AFFAIRS AND UNITED STATES COURTS 


Mr. Taser. The legal affairs setup sounds like it has a rather elabo- 
rate number. 

Mr. Conant. It would be. If we were carrying on a normal em- 
bassy of course it would be completely out of proportion. In this pe- 
riod of going from one status to another there is a vast amount of legal 
work. The contractuals and the negotiations which are going to be 
carried on whatever happens during the coming year are going to re- 
quire a considerable legal staff. 

Of course, right at the beginning, quite a number of those figures are 
due to the fact that we will still be continuing the courts, and we are 
only giving up our courts during the year. This figure will certainly 
be less. I do not know if I can give you the exact figure, but perhaps 
Mr. Porter can. . 

Mr. Porter. It should come down to roughly 10 United States em- 
ployees, or not much more than that, by the end of the year. 

Mr. Conant. A year from now the budget would look very different. 
For example, I am fortunate enough to get a man from New York 
for 1 year as my special legal assistant, and I doubt if he will need to 
have a successor. 

Mr. Taner. You have $586,000 set up for this year for legal affairs. 
To the end of March, for instance, what were the obligations for this 

yarticular setup? If you cannot give me the figure to that date, give 
it for the latest date you have available. 

Mr. Conant. The legal affairs staff has had in the current year to 
date the responsibility for this large court system which we have been 
in the process of liquidating. There is another line here for the United 
States courts. The legal affairs is very active in connection with all 
those programs. 

Mr. Taner. How much of that $586,000 would you say had been ob- 
ligated in the first 9 months ? 

Mr. Porrer. I can supply that information for the record. 


(Nore.—The amount is $377,322.) 
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Mr. Conanr. I think the breakdown on page 24 might be useful 
in answering the question. We estimate, for 1955, that, of the Ameri- 
can personnel, only 2 would be concerned with the regular activities 
of the State Department at such time we were through the transitional 
period. Twenty-one are necessary to start to carry on our occupation 
responsibilities. Eight will be necessary as we put into effect the 
Bonn conventions. “There will be an rene there of some degree. 
That is the way that we get the total of 31. You see the abnormality 
of the situation is reflected more than anything else by that figure on 
our legal affairs. 

Mr. Porrer. Perhaps you are concerned about the large amount. 
The reason for its being so large is because it includes terminal leave 
and other expenses involved in cutting out the people. The expenses 
are more because you have to pay them when you send them home. 

Mr. Taser. Your figure is dropping? 

Mr. Porrer. Yes. : 

Mr. Conant. That will be out of existence, we hope, by April of this 
coming year. This is just the figure necessary for terminal leave and 
all the expenses of gettin people out of Germany. We are phasing 
it out as fast as we can. "r 1at is the important decision we made in 
presenting the budget. You would see in comparing the figure te. 
1953 that we are saving a lot of money. 


EXCHANGE OF PERSONS PROGRAM 


Mr. Taser. The next is exchanges. You seem to have a provision 
there for something like 21 people. 

Mr. Conant. Yes. 

Mr. Taser. This is purely administration ? 

* Mr. Conant. Purely administration. The success of the program 
depends on making good selections. A good many are local people. 
There is no problem of clearance. We ae a lot of committees at 
work and a lot of people involved in sifting and sorting in each part 
of the exchange program. 

Mr. Taper. ere do you show the funds for the operation of the 
exchange program ? 

Mr. inane That would be under the overseas nonsalary expenses. 

Mr. Winer. It is just below there, Mr. Taber. 

Mr. Conanv. It is four lines from the bottom. We are asking for 
$2,500,000 as compared to $3,200,000 last year and $5,800,000 2 years 
ago. It has been very heavily cut. It has been cut in half, or more 
than half. 

Mr. Taser. What do you do with this operation? 

Mr. Conant. We select a group of different people. There is a sum- 
mary here of the way it is operated and has operated in the last 5 years. 
That appears on page 40. You will see the type of people that have 
been selected to be sent to the United States for periods varying from 
45 days toa whole year. They are leaders and trainees. The trainee 
would be someone who is young and who we would hope would be a 
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leader. We have sent a great many members of the Bundestag, 70 
people. We will send a number of labor leaders and a number of edu- 
cational leaders, and people both from universities and schools. 

As I was saying in my direct presentation, I have been greatly im- 
pressed by the unanimity with which the Germans have spoken of the 
value of this program. Here is a little test that we made in that con- 
nection that might be interesting. We made a little public opinion 
poll of a sample group to find out what the Germans thought of as 
their best source of information about the United States—newspapers, 
radio, the Americahaus program, and so forth, and over 50 percent 
of the people said that they learned more about America from the 
people who had returned from the United States. They bring back 
reports of our form of democracy and it has great value in shaping 
their own, and I think that it can continue for a number of years in the 
future. 

Mr. Wizer. The detail is found on page 43. 

Mr. Roonry. Page 44 is more interesting. 

Mr. Conant. There is a summary on page 44. 

Mr. Taser. You send these people to the United States, and what 
do they do here? 

Mr. Conant. It depends upon the man and the length of time that 
he is to be here. The political leaders and the labor leaders can only 
spend a relatively short time, 45 to 60 days. The State Department 
provides a program by which they see different people in different 
parts of the country. They are in contact with corresponding people 
over here, so to speak. The political leaders will see the political lead- 
ers. There has been a group of the opposition leaders here within the 
last few weeks. Labor leaders see labor leaders. Agricultural people 
with the agricultural people, and professors will see professors, and 
soon. The State Department puts on the programs and sends them 
around. I remember receiving such delegations in my previous 
position. 

Mr. Fenton. What do the teen-agers do? 

Mr. Conant. They settle in an American family. It is a very inter- 
esting program. They send back reports to their parents about what 
life is like in America. They have an influence much greater than 
a parents because they talk about it. That is one of the interesting 
things. 

(Discussion off the record.) 

Mr. Taner. What does “teen-agers” mean ? 

Mr. Conant. Children of teen age, 14 to 18 years, high-school age. 

Mr. Taser. What do they do? 

Mr. Conant. They are placed in families here in the United States 
and go to school here. They report back what it is like in the United 
States. It is very different, of course, from what it is like in Ger- 
many—the whole atmosphere. 
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GRANTS TO AMERICANS 


Mr. Taper. Grants to Americans. Explain that. 

Mr. Ruy. American specialists and lecturers go over for 4 to 6 
months for a sojourn in Germany to speak before school groups, com- 
munity groups, legal groups, journalistic groups, and other profes- 
sional groups. 

Mr. Conanr. There will be 12 of them. This is the extent to 
which it is an exchange program. You see, it is mostly one way. 
We propose to send 514 this way and 12 Americans the other, leaving 
out the Fulbright program. The German program itself is supple- 
menting that. They are making appropriations to bring over Ameri- 
cans to Germany and they are going to nek ta that still more. They 
are very interested in this two-way exchange of ideas by means of 
exchanging people. 

Mr. Taser. Out of this program you expect to make grants to 280 
Americans; is that the pias 4 

Mr. Ritey. Yes; 280 Americans and 783 Germans coming this way, 
sir, or a total of 1,063. 

Mr. Taser. Do you expect to spend on this particular purpose 
$754,000 ? 

Mr. Conant. For the whole exchange program ? 

Mr. Taser. No; grants to Americans; $754,000? 

Mr. Porrer. That figure is correct, Mr. Taber. 

Mr. Taser. That means over $2,000 per grant? 

Mr. Corron. Do the Germans help entertain the American people 
after they get over there? 

Mr. Conanr. Yes, indeed. They set up the program, but to the 
extent that they are Fulbright people they will go a year as students, 
and they will go to the universities and be absorbed that way. When 
they are specialists, they will be entertained by special German 

oups. I do not know how much of their living expenses are met. 

would suppose it would be only their entertainment. 

Mr. Rooney. This exchange program is made up of a number of 
items. May I suggest that we insert in the record at this point a 
detailed breakdown with regard to the entire cost of this program, 
including backstopping here in Washington and all the other expenses 
such as travel and overseas employment? 


SUMMARY DATA ON EXCHANGE PROGRAM 


Mr. Taser. We will put into the record at this point pages 43, 44, 
45, 46, 47, 48, and let them supplement with a memorandum what the 
other additional costs are. 
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(The pages referred to are as follows:) 


Exchange-of-persons activity 


| | Estimate, 
| Actual, 1953 1954 


Publie Law 402 program (Smith-Mundt): 
Grants to Germans: 
Leaders and trainees: 

Education 
Political affairs... .. 
Youth and community affairs_ 
Labor 
Information media 
Agriculture 
Legal 
Health and welfare 
Women’s affairs 
Religious affairs 
Libraries and museums 
Cooperative action teams. 
Miscellaneous 


Teenagers 


Total grants to Germans___- 
Grants to Americans.- 


Total, Public Law 402______ 
Public Law 584 program (Fulbright): 
Grants to Germans. 
Grants to 
Total, Public Law 584_ 


Summary of exchange of persons activity 


| | 
| Actual, Estimate, | Estimate, 
Item 1953 1954 | 1985 


Overseas salary expenses._____- __...| $267,906 | $216, 729 | $150, 349 | 
Overseas nonsalary expenses 213, 138 | 168, 242 124, 048 | 
Overseas exchanges program expenses: == 
Grants under Public Law 402 ; , 570,318 | 2, 074, 889 | 1, 426, 630 
Selection and processing. 34, 406 91,111 75, 966 
Followup and evaluation. 34, 000 28, 760 
Grants under Public Law 584 (Fulbright) __ | 6 906, 592 | 906, 592 
Fulbright administration __ 74, 33 50, 350 50, 350 
Fulbright selection and orientation_..___..._______|_- asia 43, 058 43, 058 


Total, overseas exchanges program expenses | 5,817, 97 3, 200, 000 | 3, 531, 356 


Total, overseas exchanges activity_. 6, 9, 022 3 584, 971 2.814, 753 


Overseas personal services ($159,349) : 
Americans: 
ield 


Total 


Headquarters. 
Field 


Estimate, 
1955 


Increase 
(+) or de- 
crease (—) 


—$57, 380 
1% 


—648, 250 


q 
| | | 
195 122 | 99 
167 | 87 | 64 
122 49 | 29 
39 37 9 
y 22 | 4 
85 | 21 15 
14 | 5 3 
| q 14 | 57 | 33 
() 12 | 23 25 
1, 188 | 545 364 
100 | 34 | 12 
1, 702 | 779 | 526 
q 298 | 269 | 69 
325 | 268 | 268 
i | 623 537 | 537 
le 
s, 
n 
—5, 240 
es 
4 —668, 644 
—770, 218 
| = 
| 
7 
—3 
23 | 21 | 14 | 
27 | 16 | 12 
58 | 40 | 30 —10 
5 | 56 | 2 | -14 
108 | 77 | 56 —21 
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The reduction in number of exchangees planned for fiscal year 1955 over fiscal 
year 1954 makes it possible to reduce American and local headquarters personnel 
from 11 to 7 and 16 to 12 respectively, through the reorganization of responsi- 
bilities and consolidation of duties of the residual staff. Plans call for limiting 
American personnel in the field to one for each consular district and Berlin, or 
seven, and for reducing field local personnel to 30. 

Overseas nonsalary expenses ($124,048).—The nonsalary costs represent that 
portion of nonsalary expenses which is prorated to the exchange of persons pro- 
gram. It includes travel, general operating expenses, building operating ex- 
penses, Berlin Document Center, and logistic support personnel. 

Direct cost of erchangees ($2,333,222).—The following tabulation presents 
the distribution of unit and total costs between the grants charged to dollar 
requirements and those charged against foreign currency, the Fulbright program : 


Foreign currency 
Dollar (dollar equivalent 
Num- | (Public Law 402) |of deutschemarks) Fiscal 

ber of (Publie Law 584) | jonny 
lehanges! total cost 


Unit Unit 
cost Total cost cost Total cost 


GRANTS TO GERMANS 


Public Law 402 program: 
German leaders: 
45 days (full grants) 
60 days (full grants) 


322 2255 


German trainees: 
Education (180 days) 
Labor (270 days) 
German teen-agers (365 days) 
Fulbright program (German grantees): 


# 


32 222 


Full grants 
IIE scholarships 
Transportation only 
Germans in American sponsored schools. 


Total grants to Germans 


1, 200 
1, 513, 797 


3 


GRANTS TO AMERICANS 
Public Law 402 program, United States 


specialists: Facilitation (partial grants) - - 
Fulbright program (American grantees): 


Secondary teachers - 
Graduate students 


Total grants to Americans 
Language refresher and grant extensions. - .- 


| | 
90 days (full 32 2, 650 
Lecturers: 
9| 3,175 28, 575 $858 $7, 36, 297 
10 274 2, 740 858 8, | 11, 320 
Research scholars: | 
10 | 3,175 31, 750 858 8, 40, 330 
10 274 2, 740 858 8, 11, 320 
20 381 7, 620 858 17, 24, 780 
Students: 
75 | 3,170 237, 750 500 | 37, 275, 250 
| 80} 395 19,750 | 500! 25, 44, 750 
60 165 9, 900 500 ‘ 
on 783 |...-.---| 1,360,475 |.....-..| 144,322 
Lecturers: 4 
15 676 10,140 | 5,870 88, 050 98, 190 
10 676 6,760 | 4,570 45, 700 52, 460 
Transportation and supplemental 
Research scholars: 
8 175 1,400 | 5,870 46, 960 48, 360 j 
5 175 875 | 4,570 22, 850 23, 725 
20 709 14,180 | 4,310 86, 200 100, 380 
Sines cuuvtvewlasdaas 200 29 5, 800 1,934 386, 800 392, 600 
Total costs. 1,068 1, 426, 630 006, 502 | 2, 333, 222 
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Selection and processing ($75,966)—This item represents the cost of trans- 
portation, postage, and other miscellaneous expenses related to the selection of 
Public Law 402 exchangees. This includes costs of the selection committees, 
travel of each exchangee to the consulate for health examination, and travel and 
miscellaneous expenses related to briefings prior to departure. This cost is 
approximately 17 percent less than 1954 and in line with the reduction in grants. 

Followup and evaluation ($28,760.)—In order to maintain contact with 
exchangees after their return so that the effectiveness of the program can be 
continuously evaluated, a substantial portion of staff time is spent on followup. 
The requirements for fiscal year 1955 consists of : 


Special studies by contract with German agencies 
Printing and reproduction of reports 

Development and distribution of specialized material 
Regional conferences of returned exchangees 


Total costs 


Fulbright administration ($50,350) and orientation and selection ($43,058) — 
The cost of Fulbright administration and orientation and selection are included 
in the $1 million made available for this phase of the exchanges program. 

The administration of the United States Educational Commission (Fulbright) 
is separate from the mission and includes estimates for its administrative 
support, 

Orientation and selection represents the same type of activities for Fulbright 
exchanges as discussed above under “Selection and processing” for Public Law 
402 exchangees. 

Exchange of persons requirements 


Estimate, 1955 
In United 
States 
dollars 


In foreign 
currency 


Overseas exchanges program expenses: 
Grants under Publie Law $1, 046, 650 
Followup and evaluation | 28, 760 
Grants under Public Law 584___- $906, 592 | 379, 980 
U. S. Educational Commission cost | 
Orientation and language 

Overseas salary 159, 349 

Overseas nonsalary 124, 048 


Domestic nonsalary expenses: 


Total, domestic and overseas expenses 
Grand total, exchange of persons activity 


~ Mr. Taser. What would the other incidental expenses be? There 
seems to be $124,000 in one block on page 45. 

Mr. Rooney. These items should be interesting. We find selection 
and processing, $75,000 ; eg a and evaluation, $28,000; Fulbright 


administration, $50,000; and Fulbright selection and orientation, 
$43,000. That's almost $200,000 right there. This appears on page 44. 

Mr. Conant. Further details are on page 48, which has 4 in- 
serted in the record. 
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SELECTION AND PROCESSING OF EXCHANGEES 


Mr. Rooney. What I am getting at is’this : $75,000 for selection and 
processing is a significant amount. The justification merely says that 
it represents the cost of transportation, postage, and other miscel- 
laneous expenses related to the selection of Public Law 402 exchangees. 
This is the kind of an item that I feel should be minutely broken down. 

Mr. Taser. I think that is right. 

Mr. Conant. We will provide a breakdown of that. Followup and 
evaluation is broken down to some extent, and also Fulbright adminis- 
tration and orientation and selection. 

(The breakdown requested is as follows :) 


Selection and processing of exchangees, $75,966 
Following are the major components of this item: 


Travel and per diem of members of selection committees___._..__.._-__- $1, 512 
Travel and per diem of German candidates to appear before selection 
Visas and health certificates, travel for_.._....----...-----_---------- 2 
Travel and per diem for briefing meetings prior departure to the United 


Travel within Germany en route to and from the United States_________ 36, 552 
Travel and per diem to meetings held after return to Germany to ex- 

change experiences and discuss plans for future activity in Germany___ 19, 047 


Mailing, printing of announcements, forms and special publications, and 
exhibits 


Mr. Taser. On page 39 there seems to be a story of what has been 
spent for this exchange of persons activity. 

Mr. Conant. It is a history for 3 years. 

Mr. Porter. That program is no longer in operation. 

Mr. Conant. We do not feel that we have money enough for it. I 
think that we could make a case for it. 

Mr. Taner. Is there another setup of that type that is operated by 
the Foreign Operations Administration ¢ 

Mr. Conant. A very restricted group have one, but whether they 
are proposing to do it another year, I do not know. 

Mr. Ritey. I do not know the details. I am Director of the Ex- 
change Service of the Department of State. The Foreign Operations 
Administration, although dedicated to technical and economic devel- 
opment, at certain points in its operation does get into certain types 
of exchanges. 

For example, they have an economic or technical project in a coun- 
try. At some point ty either have to send over a United States 
expert to help them develop the project, or they have to send trainees 
here to learn the teclmique so that they can go back. These people 
they send out are all government employees; they are not exchangees 
or grantees in our sense of the word. People who come in, by and 
large, are junior people in the trainee category. They spend a part of 
their time studying and part of their time working while they are 
here. By law, the Foreign Operations Administration is not sup- 
posed to get into this type of exchange program whatsoever. Their 
very basic legislation excludes them from that. Does that answer 
the question, Mr. Chairman? 
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TYPE OF EXCHANGEES 


Mr. Taper. In a way, yes. Is most of it confined to educational 
activities ? 

Mr. Conant. Are you referring to the program that I am sup- 
porting? 

Mr. Taper. Yes. 

Mr. Conant. No. We send over a good many people in political 
life for a short period. For example, turning to page 43, our estimate 
shows that there will be 64 in political affairs, 14 in youth and com- 
munity affairs, 54 in labor affairs, and 29 in information media, That 
is a fancy name for publishers and editors and writers. That is a big 
group, and so it goes. I would say that less than a third are educa- 
tion. This is outside of the Fulbright program which is a special 
program set up under special legislation, which is for students, 
teachers, professors, and researchers. 

Mr. Taser. Information media, is that the press, or what? 

Mr. Conant. That means editors, radio, and press, and publishers. 

Mr. Taser. I see that you have eliminated agriculture. 

Mr. Conant. Yes. I guess it is a question of not being able to do 
everything. I do not know if we have as much to show them now 
in that field as we have in others. There may be some other 
specialized reason. I think it is just a question of choosing in the 
reduced program. 

Mr. Taper. Libraries and museums. 

Mr. Conant. Yes. 

Mr. Taper. Cooperative-action teams. What is that? 

Mr. Ritey. That is a very interesting program. We select people 


from one town in Germany, for example, maybe the mayor, maybe 
some other political leader, a civic leader, a newspaperman, a repre- 
sentative of, say, a youth-activity type of project, maybe a schoolman, 
and send a team to this country, varying from 5 to 8 members. They 
will come to this country. They will travel around and they will 
go to various cities in this country and work with their opposite num- 
bers fora gebige of about 3 or 4months. The team will stay together. 


They see how the community teams work in this country and the 
effect of this has been that the German communities have learned 
how to work much more closely at a community level as a result of 
these community-action tours they have taken in this country. 

As a result of some of the programs that the United States Gov- 
ernment has financed, the German cities are now inviting American 
community-action teams to come to Germany at German expense. 
We have had 2 or 3 of those teams over there as the result of this 
program. 

ADMINISTRATION 


Mr. Taser. On administration you are down a bit in your estimate. 
Why do you need so many there? 

Mr. Conant. It is proportionate. It keeps pace with the reduc- 
tion. Of course, I point out that we carry on a number of functions 
because of the inherited setup in Germany that would not be carried 
out by a normal embassy. e have our own housing there for a 
number of our staff, and then we carry out, I am told, a number of 
functions overseas which for other embassies would be carried out 
here in Washington in connection with the processing of their per- 
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sonnel. I think those are the two reasons that make administrative 
expenses heavier than they might be in a normal embassy, even after 
we reach that status. I think the proportionate amount has kept 
pace right along. 

Mr. L’Hevrevx. That is correct. We do carry on some functions 
that have been delegated to us by the Secretary that normally in an 
embassy are performed in the Department. In the personnel setup, 
when we terminate people we do all the paperwork in Bonn at our 
headquarters rather than in the State Department. The budget is an- 
other instance. We prepare our own budget. We would need a 
larger budget staff than would be needed in a normal mission. We 
are self-sufficient in a small way with some ea Cg from the 
Department, but we do more there than is normally done in the field. 
As we reduce personnel in the coming year, we will need the admin- 
istrative people to terminate those people. In another year the admin- 
istrative setup will be reduced drastically, I think. 

Mr. Porvrer. At the turn of the year 23 of those United States jobs 
are going out. 

BERLIN DOCUMENT CENTER 


Mr. Taser. The Berlin document center seems to be a new activity 
this year. 

Mr. Covant. We took that over from the Army. The Army was 
Me ea 2 it and we took it over under an agreement we made. After 
all, the information there is perhaps the sort of information that 
should be in our hands. As I explained this morning, there is an- 
other amount somewhere under overseas nonsalary expenses that will 


be used if it is necessary to move the document center. We have cut 
it down. It is down from what the Army spent on it. It is about as 
far down as we can operate it and still have it an effective center. 

Mr. Taser. Will that activity still exist after the EDC Treaty is 
ratified ¢ 

Mr. Conant. It will continue for some time. 

Mr. Taper. Will the administration on that item continue ? 

Mr. Conant. Oh, yes; it will continue, but on a somewhat reduced 
scale. 

Mr. Porter. Yes. During fiscal year 1955 we expect to eliminate 23 
Americans in that group and roughly 200 local employees. 


BERLIN 


Mr. Taser. What about this Berlin item ? 

Mr. Conant. The Berlin item is the little embassy referred to in 
my opening remarks. We must operate there a special kind of consu- 
late because of the special nature of Berlin. That appears on page 27 
and is broken down. We have 54 Americans estimated, and they will 
not be changed much during the year because our status in Berlin will 
not change whatever happens with EDC and the contractuals. We 
figure about 21 of them are what would be there under normal condi- 
tions, if you can imagine such a thing in Berlin. Three people are 
there doing things for other agencies and 30 people are there because 
we are in occupation and have all the responsibility that I spoke about 
earlier. Considering the importance of Berlin to the United States 
and the free world, I think this staff is quite justified. 
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Mr. Taser. Now, the Berlin item. 

Mr. Conant. It shows a little reduction. The fact that we go into 
the new status we feel will not affect it. We simply made what 
economies we could without any impairment of its efficiency. That is 
one that I cannot promise to give you any further reductions on in 
another year because I think the problem in Berlin will be quite as 
acute for some years to come as it is today. 


FIELD OFFICES 


Mr. Taper. Next, the six field offices. 

Mr. Conant. Those are the six consulates general that I spoke of. 
That appears on page 31. We would say there our estimate is that of 
the 42 Americans estimated for the year that we are coming into, 
probably 30 are regular activities required by this kind of consulate 
in the federalized decentralized sort of country, and there are 12 
related to other areas, or other activities such as commercial reporting. 
There will be relatively little change here as we go into the new status. 

Mr. Taper. You have a consular setup in addition to that. 

Mr. Conant. We have the statutory consular part elsewhere in the 
budget, and we have the reporting part now being discussed. These 
consulates fulfill two or three functions. The ones covered in this 
budget are the regular statutory and technical consular activities, 
visa clearances, and so forth, and the extra work because of the exist- 
ence of the American troops in Germany that I spoke of. That applies 
to the consulates in the American zone. Then in addition there is 
this reporting activity because of the federalized nature of the Ger- 
man Republic, so you have to put together pages 31 and 37 to see the 
justification for the overall figure. 

Mr. Taper. I think we will put pages 31 and 37 in the record at 
this point. 

(The pages referred to are as follows :) 


Conduct of relations activity—Field offices 


| Actual, 1953 Estimate, 1954 | Estimate, 1955 


| 


| 
Ameri- | Ameri- Ameri- 
Local Local can Local 


Regular activities for the State Department in Ger- 


many 39 | 42 
Activities of interest to other agencies or relating to 

areas outside Germany 19 
Responsibilities imposed by Bonn conventions... 
Occupation 22 | 


80 | 


FUNCTIONS FOR STATE AND OTHER AGENCIES 


Germany is a federal nation with substantial local autonomy and sectional 
viewpoints. To reflect this federal diversity of interests and pressures, and to 
maintain a continuous reporting and analysis of developments in Germany, a total 
of 42 American and 52 local field positions is retained, for political and economic 
observation and reporting functions in the 6 consulates in the Federal area. 
Of this number 12 Americans and 17 locals are assigned to agricultural, ‘com- 
mercial, and labor reporting. The reporting officers in the field insure adequate 
handling of specialized local or regional developments such as the attitudes of 
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industrial leaders and labor leaders in the Ruhr, the developments in the field 
of shipping in Bremen and Hamburg, and the activities of Communist-front 
groups operating in various local communities. In general the field staffs per- 
form the following regular reporting duties: 

1. Reporting on political developments concerning the Land governments. 
This involves study of trends within the community and the political parties as 
they relate to Land polities and also developments within the Land governments. 


Overseas statutory and technical consular activity 


Actual, 1953 Estimate, 1954 |+ Estimate, 1955 
Function 
Local)Total — Local Total Local Total Local Total 
Executive_........ 29 6 35 26 5 31 24 5 29 —2 |--.-.-- —2 
72) 205 50 113 163 41 9 | 137 -9 | 
Central clearance 
Consular services 45 101 40 48 88 30 44 74 -10| —4| -14 
Total posi- 
tions__.... 146 | 195 | 341 118 168 | 286 , 147 | 244 —21 | —21 —42 


The statutory and technical consular activity covers the regular consular 
functions in Germany including visa and passport issuance, invoice and notarial 
services, protection and welfare duties, and services to veterans and seamen. It 
provides staff for these functions at the consular offices and the supervisory staff 
at headquarters. This estimate excludes work under the Refugee Relief Act of 
1953 which will be financed under a separate appropriation request. 

It has been possible to make significant savings in this activity despite in- 
creasing workloads. In 1953, savings were effected through the centralization 
of immigration visa issuance at Frankfort, Hamburg, Munich, and Berlin. Early 
in fiscal year 1954, a central clearance unit was set up in Stuttgart to handle 
requests for clearance, originating outside of Germany, for visa applicants born 
or formerly residing in Germany. In addition, extensive savings have been 
achieved through streamlined procedures resulting from surveys made by de- 
partmental and mission staffs. 

Staff reductions are planned for fiscal year 1955 although workloads will 
continue to increase. It is expected that Bremen and Hamburg will process 
8,400 seamen’s visas during 1955 when the pertinent provisions of Public Law 
414 become effective. The processing required for seamen’s visas is similar to 
the processing of nonimmigrant visas. This workload will be absorbed within 
the requested staffing. Immigrant and nonimmigrant visa issuances, which 
make up the largest proportion of the consular activity, are increasing. Re- 
laxation of German currency restrictions will stimulate more travel by German 
citizens and the increasing number of alien dependents of Armed Forces per- 
sonnel will require issuance of more nonquota visas. Following are the work- 
load trends for immigrant and nonimmigrant visa issuances: 


Visa issuance in Germany 
{Excludes nonquota visas under Public Law 203 and seaman visas under Public Law 414] 


Immigrant | Nonimmi- 
visas grant visas| Total 
Agr. 1, 100) to Apr. 1, 25, 435 9, 264 34, 
Apr. 1, 1962 to Apr. 1, 1063, actual.......-.......2.....-2.---.-.-.-. 26, 369 9, 734 36, 103 
Apr. 1, 1953 to Apr. 1, 1954, estimate. .._.-.....-..-..--.-----------. 34, 683 13, 125 47, 
Apr. 1, 1964 to Apr. 1, 1055, estimate... .........--.----.----.------- 36, 460 14, 315 50, 775 
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Similar upward trends are occurring in other consular services including pass- 
port issuance, notarial services, protection and welfare cases, and services to 
veterans and seamen. These upward trends result from the increased number of 
United States troops in Germany, the increased number of dependents as more 
adequate housing is available, the increase of business and pleasure travel by 
Americans in Germany, and the general increase in trade and commerce with 
Germany. 

INTERNATIONAL BOARDS AND COMMISSIONS 


Mr. Taper. Next, international boards and commissions. 

Mr. Conant. We talked about that this morning. 

Mr. Taser. Your lapse figure does not look as large as it ought to 
on that —- item. You could take a little more than that, could 
you not 

Mr. Porrer. We figure on reducing 90 Americans, so this means, 
getting them out before half of the year is over. On the locals it iss 
about the same. We are letting go of four hundred and thirty-odd 
during the year. 


Overseas NonsALARY Expenses, GERMAN PROGRAM 


TRAVEL 


Mr. Taper. Next, your travel figure. 

Mr. Conant. That is not down as much as it might be because we 
are assuming that we are going to be in the new status. When we are 
in the new status we will have to pay more for travel in Germany. 
Where they have permitted the occupation forces to travel sabiairely 
cheaply on their railroads, we will have to pay the full amount when 
we become a normal embassy. In spite of that we have reduced by a 
considerable amount. 

Mr. Taser. How much of that did you spend in the first 9 months 
of this year? 

Mr. Porrer. To March 31, the obligation is $832,000. 

The Cuatrman. That would indicate that you have a balance in 
sight of about $250,000, which would bring you very close to the cur- 
rent year. 

Mr. Gary. Should we not have a statement of the obligations on all 
of these items ? 


OBLIGATIONS 


Mr. Taper. We should have a statement of obligations for every 
item. 
Mr. Porter. I will provide that. 
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(The information requested is as follows :) 


Summary of obligations as of Mar. 81, 1954, Germany 
Cumulative obliga- 
Overseas salary expenses: tions, Mar. $1, 1954 
American salaries $2, 987, 561 
Local salaries 2, 080, 293 


Total, overseas salary expenses 5, 017, 854 
Overseas nonsalary expenses : == 
Travel: 
Transfer and home leave 520, 179 
Administrative_ $12, 425 


Subtotal, travel 832, 604 
General operating expenses__- 697, 063 
Building operating expenses 1, 077, 256 
Representation allowances 25, 973 
Official residence exp 
Contingencies 
Berlin document center 
Marine guard clothing 
Logistic support 


Total, overseas nonsalary expenses 


Exchange program exp 2, 212, 638 


Total, all overseas expenses 10, 128, 231 


Domestic expenses : 


Total domestic expenses 
Grand total, German program 


Personal service obligations as of Mar. 31, 1954, Germany 


Overseas salary expenses | 


Chief of mission, immediate office 

Staff and secretariat activities 

Legal affairs 

United States courts 


a 


Z| 


Administration, Berlin document center 
Berlin : 

Field offices 

International boards and commissions 


5,017, 854 


Total, overseas salary expenses 


- 


Mr. Conant. There are a couple of special factors in the travel 
item that I would like to repeat. One is the fact that Berlin and 
Bonn are quite separate in space, and therefore there is quite a good 
deal of traveling back and forth that costs money. Again, because 
of the federalized nature of Germany, there is quite a lot of travel 
around. Third is the fact that unfortunately our American Army 
Headquarters are up in Heidelberg and we are in Bonn, and that en- 


$73, 439 $77,000 
179, 191 } 247, S41 
314, 319 378,808 
179, 191 229,117 
237, 942 | } 377, 322 Fa 
96, 940 232, 159 
Exchanges 44, 063 58, 625 
Administration, Executive Director............------ ee 590, 450 1, 385, 121 
8, 813 71, 222 
420, 072 717, 554 
740, 265 1,135,521 
senperacetasestcane 52, 876 | 106, 964 
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tails about a 3- or 4-hour trip, and there is quite a bit of travel because 
of that. 

Mr. Taper. With regard to your administration this year, what is 
the figure on the obligations? 

Mr. Conant. Administration, Office of the Executive Director. 

Mr. Porrer. I do not have it broken down. 

Mr. Taper. You will give us a table? 

Mr. Porter. Yes. 

(The information requested may be found on p. 50.) 


GENERAL OPERATING EXPENSES 


Mr. Taper. General operating expenses. That does not seem to 
be down as much in proportion as perhaps it should be. You have 
400 less of the locals and 114 less of the United States group. Your 
general expenses are expected to drop only $175,000, 

Mr. Porrer. On page 56—A you will find a further breakdown of 
general operating expenses. It might be better to talk to that rather 
than to the overall category. One of the reasons that we cannot drop 
down more is because again, as an accupying power, we get specia 
rates, What we call concessional rates, which in effect have been im- 
posed by the occupation on the German economy for communications, 
rents—although the rents apply to the building operating expenses 
and not the general operating expenses—and when we go into an em- 
bassy status we will have to pay more. The unit cost for communica- 
tions will be more than under an occupation status. So even though 
we are cutting substantially, we will have to pay more for what we 
get. 
~ Mr. Conant. That applies not only to travel but applies to com- 
munications as well. 

Mr. Porrer. And rents. 


AUTOMOBILES 


Mr. Taser. You have $310 each for automobile repairs. You have 
% sedans. How many of these people are entitled to use the cars? 

Mr. Conant. Only people on pr se business. They will use the 
cars out of a motor pool except those provided for by statute for the 
chief of the mission and for each of the consuls general. The others 
will draw them out of the pool, depending upon what their official 
business is, and they draw them only for official business. 

Mr. Taser. How much mileage do you get on these 96 sedans? 

Mr. Porter. I believe 15 miles per gallon. 

Mr, Taper. How much will it be for the 96 sedans a year? How 
many miles will they go? 

Mr. Porrer. 18,000 a year on an average of 15 miles per gallon. 

Mr. Taper. You have $310 apiece for repairs. 

Mr. Porrer. Yes. 

Mr. Taser. That sounds like a pretty liberal figure. 

Mr. Porrer. One set of tires at $80; 1 general overhaul at $140; 
12 monthly checks, $48; 1 set of seat covers $27; and miscellaneous 
parts, $15. 

Mr, Taper. Does labor come into that? 

Mr. Porrer. No. 
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Mr. Taper. It costs about twice as much as it would cost anyone to 
operate the same type of car here. Why does it cost so much? 

Mr. Porrer. | truthfully do not know. These are the actual operat- 
ing figures. We try to keep the cars in good condition so that they wil! 
last longer. On a comparative basis | would assume this is a fairly 
low figure. We will make a check with the other agencies to see if this 
is high and see where we are wrong. 

Mr. Taser. All I know is about what it cost to operate them. You 
have tires at $20 apiece and nobody pays that around here. 15 is 
about what they would cost here. There is a case where you are 
swelled up a bit. 

Mr. Porrer. These figures come from the operating records. I can- 
not explain the comparison. 

Mr. Taner. Maybe you are paying more than anyone else. I sup- 
pose with the tax off the expense would be less. 

Mr. Porter. We will look into that. 

Mr. Conant. You will notice under general operating expenses on 
page 56-A there is the item of dependent ian vg which is dropped 
out. The legislation authorizing us to spend the money was dropped 
out last year. Under actual for 1953 you will see $50,000 for depen- 
dent schools. There is no corresponding figure for 1954 or 1955 be- 
cause our authorization was eliminated. It did present us with a 
rather serious morale problem to suddenly change the arrangements, 
particularly as the Army has the opportunity of giving money for de- 
pendent schools. I just call your attention to that. 

Mr. Taner. Is there any other State Department item that you 
know of where that sort of thing was provided ? 

Mr. Conant. It was provided in Austria, but likewise it was elim- 
inated last year. 

Mr. Taper. That was the only place that you know of? 

Mr. Conant. That is right. 

Mr. Wiveer. That is right, Mr. Chairman. 

Mr. Taper. I think that was done because it was the only State 
Department setup that was being treated that way. 


REPRESENTATION ALLOWANCE 


Now, representation allowance. That is the same figure that you 
had last year. 

Mr. Conant. The cut that we had to take last year on that was quite 
serious in its effect on some of the staff. We are right down to the 
bottom on that figure. More than one person has said that if he is going 
to entertain as he should in his particular position, he has to go into 
his own pocket for the expense. 


BOARDS AND COMMISSIONS 


Mr. Taner. Boards and commissions. That is a new item. Where 
is that explained. 

Mr. Conant. That is our share of what will be necessary for the 
quadripartite boards set up under the contractuals when the con- 
tractuals go into effect. That is explained on page 74. 

Mr. Porter. That is the one we are going to provide you more de- 
tail on. 
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Mr. Taner. I understand. 

Now, contingencies. How much did you spend on that? 

Mr. Conant. This includes provision for the sort of thing that we 
talked about this morning in connection with Berlin. 

(Discussion off the record. ) 


BERLIN DOCUMENT CENTER 


Mr. Taser. Now, this item for the Berlin Document Center. 

Mr. Conant. There is the question of possibly having to move it. 

Mr. Taser. Because it is in Berlin? 

Mr. Conant. Yes. The question has not yet been decided. If we 
do not move it that money will be essentially unspent. 


MARINE GUARD CLOTHING 


Mr. Taber. Then there is an item for Marine guard clothing: 
Mr. Conant. I suppose that we are obligated to do something with 
regard to the clothing when they change the guard detail every 2 years. 

There is a sustantial amount for 1954 but very little for this year. 


LOGISTIC SUPPORT 


Mr. Taser. What about the logistic support ? 

Mr. Porter. That is an in item in Berlin only for next year, which 
represents the State Department’s reimbursement to the Army for the 
logistic services which the Army runs for us there. The Army in 


Berlin takes care of all housing, real-estate repairs, property ad- 
ministration, and much of the supply and procurement work, intercity 
communications, and we reimburse the Army for it. Actually, that 
reimbursemt is entirely out of ocoupation costs in Berlin. It does not 
represent the expenditure of any United States Treasury money. 


Domestic Expenses GERMAN Program 


Mr. Taner. For domestic expenses there seems to be $680,000. 

Mr. Conant. That represents the expenses here in Washington of 
that portion of the State Department that is concerned with de 
affairs. I just want to say that it is an indispensable service to us 
in the field. They keep us in touch with all the problems here and 
support us in many ways. As far as the details are concerned, the 
Director, Mr. Lyon, is here. He can perhaps speak to it if you have 
any detailed questions. I just want to put on the record the point of 
view of one overseas who knows how valuable their activities are to 
us who are in the field. 

Mr. Taser. We will insert page 77A, of the justifications in the 
record at this point. 

(The page referred to at this point :) 
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Mr. Taper. Would you be able to tell us what your expenditures 
have been on this particular item this year, or your obligations? 

Mr. Porter. $618,000. 

Mr. Taper. Is that to the end of March? 

Mr. Porter. Yes. 

Mr. Taper. You are spending right up to the hilt. 


NEWSPAPER PUBLICATION 


Mr. Davis. Dr. Conant, what about this newspaper you told us 
about last year? Is that operation continuing and has it been trans- 
ferred to the information agency ? 

Mr. Conant. It has all been transferred to the information agency. 
Actually, the newspaper is being published in Frankfurt. We had 
to give it up in September because of the cut in the information 
a Although it is the responsibility of the USTA service, I, as 
the coordinating officer in the field, shared in that decision. We gave 
it up. A number of Germans spoke to me with great regret and 
wished that we could have found some way to continue it, but I just 
said that there was not enough money. We did continue the edition 
that is published in Berlin at much less expense. I think the plans 
for next year—and here I speak subject to the budget of that agency— 
is to continue that for the time being at least. 

Mr. Davis. That was changed from a daily over to a weekly? 

Mr. Conant. No; we eliminated it entirely. 

Mr. Davis. The one at Frankfurt ? 

Mr. Conant. Yes. We kept the Berlin edition for the time being. 
That is not in this budget, you understand. 


LANGUAGE TRAINING 


Mr. Davis. With regard to the item of language training, is that 
cost borne entirely by the Government ? 

Mr. Conant. I believe that it is. 

Mr. Porter. That cost shown in here; yes. 

Mr. Conant. The question is, Does the recipient of the instruction 
pay anything? I think that he does not. 

Mr. Davis. That is the thing. 

Mr. Conant. No. 

Mr. Davis. Inasmuch as that is a part of the training that would 
make this person better qualified to do his job, and to some extent 
perhaps qualify him to be eligible for promotion to a better job, I 
would think that there would be a pretty sound basis for requiring 
that recipient to pay at least a portion of that cost. 

Mr. Conant. I think that is general State Department policy, but 
I am not sure. At any rate, it is a policy I inherited in Germany. 
I see that you could argue it both ways. It is very much to our ad- 
vantage to have these people get their German up as fast as they can. 
I think that has been the justification for carrying it. It has been 
reduced in size and magnitude, and we have been certain that only 
those people use it that use it effectively. They cannot dabble around 
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Mr. L’Hevrevx. I have tightened it very much. I have eliminated 

a lot of the private tutoring, for instance. There are relatively few 

now who are entitled to private tutoring. They have to attend classes. 
Mr. Davis. You do assure us that it is vocational rather than avoca- 

tional training as far as they are concerned ? 

Mr. Conant. Yes. 


DEPENDENT SCHOOLS 


Mr. Davis. I notice that the item of dependent schools has been 
eliminated. What is the story on that? 

Mr. Conant. I spoke to that a moment ago, calling the committee's 
attention to it. It was eliminated although it was not discussed here 
in my presence last year, or in the Senate. It came as quite a shock 
to us, quite frankly, because in a country where there are so man 
Army people who have the privilege of attending American schools 
without pay, the discrepancy between the situation that exists be- 
tween our staff and the Army is rather painful, and I frankly think 
that it would be a good expenditure of $40,000 from the point of view 
of morale if we had the authorization to do it. 


ATTACHES 


Mr. Davis. These various attachés that are attached to your head- 
quarters, where would they be found in these justifications ? 

Mr. Conant. You mean in this summary ? 

Mr. Davis. Yes. 

Mr. Conant. It would depend upon what they were. 

Mr. Poryer. The labor attaché is in political; the agricultural at- 
taché is in the economic section. 

Mr. Conant. The cultural attaché is carried under USIA. The 
science attaché, I think, is under staff and secretariat activities. The 
are sort of distributed around here and, of course, there will be mili- 
tary attachés when we become an embassy. 

Mr. Porrer. The only other major one would then be the com- 
mercial attaché, also shown in the economic section of the budget. 


DEPENDENT SCHOOLS 


Mr. Taser. The school situation is being taken care of out of com- 
missary profits, is it not? 

Mr. Conant. We did that this 1 year as an emergency measure. 
We were confronted at ‘the opening of the school year with a bad 
situation. Next year we are going to run the school on the basis that 
everyone has to pay tuition. They have to pay the cost. 

Mr. L’Hevrevx. It may mean some resignations. 

Mr. Davis. Every once in a while we read about newspaper re- 

orters and columnists and so making a trip over to Germany at 

overnment expense. Does that come under this appropriation ? 

Mr. Conant. Not that Iam aware of. 

Mr. Davis. None of these so-called exchangees referred to here 
would apply to that type of people? 

Mr. Conant. No. 


COAL AND STEEL INDUSTRY 


Mr. Fenton. Do you people have anything to do in advising on 
the economic conditions over there; in the coal-region area ? 

Mr. Conant. Coal and steel? * 

Mr. Fenron. Yes. 

Mr. Conant. Well, as you know, that coal-steel community is part 
of the whole Monnet plan. No, I would not say that we had any 
direct responsibilities in regard to that. We had a good deal when 
it was established in connection with the setting up of it. We are 
always interested in it and follow the developments as a part of our 
reporting. 

Mr. Fenron. There has been a commission over here from Belgium 
and France and Germany, I suppose, and they are gathering together 
3100 million of American money. -I am just wondering whether you 
have any jurisdiction in this problem. 

Mr. Gulshan. It would not involve a recommendation one way or 
another on that particular point, sir. 

Mr. Fenton. How is their coal industry? 

Mr. Conant. To the extent that it is tied in with that, the future 
is in connection with the future development of this whole new 
scheme of the European coal and steel community. It is doing well. 

There is a good deal of discussion now, as you know, in the public 
press, as to whether this scheme is good or bad. 

What I am saying tomorrow night, when I will be in New York 
and reporting on Germany, is that anything as new as this is going 
to have difficulties develop, and people are going to be of several 
minds as to whether the scheme is working or not. That is about 
as far as I could testify of my personal knowledge. 

Mr. Fenvron. Off the record. 
(Discussion off the record.) 
Mr. Taner. Mr. Gary? 


INFORMATION ACTIVITIES 


Mr. Gary. Doctor, do I understand you are not conducting any 
information activities at all now? 

Mr. Conant. Oh, no. It is simply that the budget responsibility 
has been transferred from the State Department to this new Agency 
headed by Mr. Streibert, the USIA. In the field, as chief of mission, 
I am still the coordinating officer. Because we have had the tradition 
in Germany of trying to keep all of these things closely together, work- 
ing as one team, I see a good deal of and share, to some extent, the 
policy decisions in the field in the operations of that Agency. 

Mr. Gary. But you have no money in this budget for that activity ? 

Mr. Conant. That is quite right. 

Mr. Gary. Does the Army conduct any of those activities now? 

Mr. Conant. No; I do not think so. They have their own public- 
relations officers, but I would not think they did anything you would 
call information service. 

Mr. Porrer. They used to have the GY A program. 

Mr. Conant. I think they have the GYA program still, but it is on 
a volunteer-subscription basis. 
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Mr. Porter. All nonappropriated funds. 

Mr. Conant. Nonappropriated funds, I think. 

Mr. Gary. What program is that ? 

Mr. Porvér. The German Youth Activities. It is a way for the sol- 
diers to perform worthwhile projects for the local youth in whatever 
community they may be stationed. 

Mr. Gary. But they do not do any broadcasting now? The entire 
information program was under the Army at one time. 

Mr. Porrer. Oh, yes. 

Mr. Gary. They do not have any activities in that connection now ! 

Mr. Conant. No. 

Mr. Wizzer. They do have the Armed Forces Network for their 
own purposes. 

Mr. Gary. I was going to ask about that next. 

Mr. Conant. That is their own agency. They run the Stars and 
Stripes. That is from nonappropriated funds, too. 

Mr. Gary. They have a broadcasting activity in which they broad- 
cast to their own personnel ? 

Mr. Conant. That is right. I do not know how that is budgeted, 
IT am sure. 

Mr. Gary. So far as the information program is concerned, that is 
supposed to be all coordinated now under the United States Informa- 
tion Agency ? 

Mr. Conant. That is right for the worldwide picture, and under 
me, oc far as it involves Germany, West Germany, and Berlin; that 
is right. 

Mr. Gary. That is all. 


REIMBURSEMENT FOR SUPPORT SERVICES 


Mr. Roonry. At page 77a with respect to “Domestic nonsalary ex- 
penses, reimbursement for support services”—— 

Mr. Lyon. Yes, sir. 

Mr. Rooney. Which is called at page 87 “Other contractual serv- 
ices, all of this would lead one to believe that no salaries were paid 
therefrom. Is it the fact that no salaries, either Department or gov- 
ernment in occupied areas, are paid out of this $162,136 ? 

Mr. Witeer. Mr. Rooney, that fund is to pay the Department for 
the regular administrative services, procurement, payrolling, budg- 
eting, personnel, and other phases. It is for the — in the Depart- 
ment required for this particular program. It finances a total of 25. 

Mr. Roonry. Why are all these titles used : “Domestic nonsalary ex- 
penses, reimbursement for support services,” and then “Other con- 
tractual services”? The fact is that is so-called backstopping or 
housekeeping money. 

Mr. Wier. Under the Budget Treasury Regulations since it is 
a nonpersonal service item in this particular appropriation they clas- 
sify it under “Object 07—-Other contractual services.” 

r. Rooney. But actually this is a personal-service item, is it not? 

Mr. Witser. Yes, sir. Under the “Salary and expenses” appro- 
priation it does show up that way, under the reimbursable section. 

Mr. Rooney. One would never get that impression from looking at 
these justifications. How you refer to this as “Other contractual 
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services” is beyond me, because this is not what I understand to be 
“Other contractual services.” 

Mr. Witeur. That is the standard practice, Mr. Rooney. 

Mr. Rooney. Since when ? 

Mr. Wiser. For all time under regulation 1, Budget Treasury 
Regulations. Where a service is provided to another program by 
any program of the Government the a receiving the service clas- 
sifies it as “Other contractual services.’ here is a further subbreak- 
down under that of “Services provided by other agencies of the 
Government,” as a subhead, but it is under category Of, “Other con- 
tractual services.” 

Mr. Rooney. It could just as well read, “For transfer to the De- 
partment of State, personal services,” and then we would know what 
it is. 

Mr. Wiceer. That would be more clear. 

Mr. Rooney. Is that right? 

Mr. Wiper. That would be more clear. 

Mr. Roonry. Who suggested this method of carrying it as “Other 
contractual services” ? 

Mr. Wiper. As I say, under regulation 1 of the Budget Treasury 
Regulations, which prescribes the category of special classifications 
of obligations and expenditures, that is where they prescribe that this 
sort of item be put. 

Mr. Roonry. What is the breakdown of the $162,136? I do not find 
anything here in these justifications which even attempts to explain 
this item other than the glittering generalities at page $7. 

Mr. Lyon. The page underneath it, I think, Mr. Rooney, gives that. 


Mr. Rooney. The page underneath it is for Austria in my book. 

Mr. Conant. You mean the page before it. 

Mr. Lyon. May I give you this page, then [handing page to Mr. 
Rooney. | 

Mr. Roonrey. Why was this not put in the justifications? Was it 
with the hope that you could get by faster or without proper perusal 


by the committee? Why not have these details in the justifications? 

Mr. Wirger. We would be glad to have them included, Mr. Rooney. 

Mr. Roonry. You see, Mr. Wilber, I do not now have an oppor- 
tunity to examine these things as carefully as I would like to and as 
I usually do. However, I shall look at them in just a while. 

Mr. Taper. Maybe it was intended that we should take a “meat axe 
cut,” as long as we could not find out what it was. 

Mr. Rooney. That may very well be, Mr. Chairman. I was won- 
dering, as I was listening to the testimony here today and heard you 
uncover certain things, such as the matter of the automobiles, whether 
or not the same type of approach was made to every item in this budget 
as was made with regard to those tires and the maintenance of those 
automobiles. 

EDUCATIONAL EXCHANGE SERVICE 


Mr. Rooney. With regard to page 77a of the justifications and the 
amount of $104,255 for “Domestic salary expenses, Educational Ex- 
change Service,” will you please be sure to include that in the break- 
down you are going to furnish, as requested this morning, on this 
educational exchange program; as well as the backstopping, part of 
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the $162,136, insofar as part of that is used in connection with the 
Educational Exchange Service. 

By the way, Mr. Riley, since the ecg before the subcommittee 
on the State, Justice, and Commerce bill, have you or has anyone in 
your office, so far as you know, either 4 telephone or in writing 
done any propaganda work with regard to protesting the action 
of the subcommittee in allowing $9 million instead of $15 million for 
the exchange program? 

Mr. Riney. We have had many, many inquiries in our office. 

ani Roonry. Were they inquiries which were generated by your 
office ? 

Mr. Ritey. No; they were not. This program has, as you know, 
a very wide support throughout the United States; both professional 
support and financial support. The best figure that we have on last 
year’s program was that we had direct contributions to our program 
of something over $7 million by the American public. 

Mr. Roonry. You say you have had many inquiries. I suppose 
many conferences were had? 

Mr. Ritey. Many what? 

Mr. Roonry. Conferences. 

Mr. Ritey. No, sir; no conferences. 

Mr. Roonry. When you had these inquiries did you reply to them 
in writing, generally 

Mr. Rizey. Yes, sir; we replied to many of them in writing. Many 
of them by telephone. 

Mr. Rooney. How many inquiries did you have? 

Mr. Ritey. I have no idea, sir. Many. Very many. 

Mr. Rooney. Approximately? 100? 

Mr. Ritey. At least. At least, sir. 

Mr. Rooney. Did you make 100 replies in writing? 

Mr. Ritey. I do not know how many replies we made in writing. 
I would be glad to check. 

Mr. Rooney. I wish you would bring the replies up here, so that 
we could see them. 


EXxcuaANGE or Person Program, GERMANY 


FOLLOW-UP AND EVALUATION 

At page 48 of the justifications, I find an item entitled “Follow-up 
and evaluation” of this exchange of persons activity, $28,760. Of 
this, $23,000 is requested for special studies by contract with German 
agencies. What is this and what are the details and breakdown 
thereof? 

Mr. Conant. I can give you the illustration from last year. There 
has been a good deal of discussion about this program, as to whether 
it was really effective, and more than one person has suggested that we 
ought to have some sort of what is ial an objective evaluation. 
Therefore, in the past—and we are proposing, if this budget is passed, 
in the future—to get these public opinion sort of agencies to make 
polls of the people who have been in the program, to see what they 
report on America, the way they would report it to the Germans. 

One of the evaluations which I mentioned earlier was the question 
of whether these people were regarded as good reporters on the United 
States, and more than half of the people interviewed thought that the 
best source of information about the United States was not what they 
read in the papers or heard on the radio or read in books or any 
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other thing, but was from these returning people on this program. 
That is the type of evaluation which is put forward by this agency. 

Then here are some statistics broken down on the way these people 
studied. For instance, last year there were 1,600 case studies. They 
were evaluated as to what they thought of the United States education, 
United States way of life, churches and religious life, family life, and 
so on; the percent that were favorable and the percent that were un- 
favorable. It gives some way of showing not only what they thought 
but also the way they disseminate information. 

This answers the question: Do these people just come back and do 
nothing about it? If they talk about the United States how do they 
talk? 

The overall picture here is very interesting, and has a lot of sta- 
tistics which we think will help us in the program and in a way justify 
the program as well. That is what it is all about. 

Mr. Rooney. That may be all very well and good, but what about 
the $23,000 ? 

Mr. Conant. That is for getting this sort of study made. 

Mr. Rooney. How do you arrive at that? Why is it not $22,000? 

Mr. Conant. Lam sorry. I cannot give you the exact breakdown of 
that $23,000. That can be provided at so much per head and so on. 

Mr. Roonry. Where did the $23,000 figure come from? 

Mr. Conant. It is based on what it cost last year to do this par- 
ticular study, which I have in front of me. 

Mr. Rooney. Do we have to do this study every year? Could we not 
do it biennially or every third year ? 

Mr. Conant. It is always a question of how much you want to 
conduct. We have been pressed very hard to do more of this by some 
people who have been critical of the program. It is a question of how 
much you do in order to justify it; like an accounting service, if I 
may call it that. 

Mr. Rooney. Doctor, even from your seat of government in Ger- 
many you can appreciate the fact that we are in a very serious budget 
situation. 

Mr. Conant. Quite so. 

Mr. Rooney. I think it is the duty of the Appropriations Committee 
to ascertain every place in the budget where we might cut out the 
niceties. Would you agree with me that this might be one? 

Mr. Conant. I would not be prepared to say that you have to spend 
$23,000 next year for this evaluation program. I would say that that 
might be eliminated or cut down to some degree, because I do not have 
the breakdown in front of me. 


FULBRIGHT ADMINISTRATION AND ORIENTATION AND SELECTION 


Mr. Rooney. The third paragraph on page 48 states: 


Fulbright administration ($50,350) and orientation and selection ($43,058). 
The cost of Fulbright administration and orientation and selection are included 
in the $1 million made available for this phase of the exchanges program. 


What is meant by that sentence? 
Mr. Conant. Would you speak to that, please ? 
_ Mr, Porter. Those are the costs of the so-called Fulbright commis- 
sion in Germany, which is a quasi-governmental group which re- 
ceives its funds for its administration from this total $1 million. They 
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do the selecting. Essentially it is a German group. It includes, as a 
matter of fact, among its members, the Deputy Secretary of State 
and several other very prominent German people. 

Mr. Rooney. The $1 million figure is what I am concerned with. I 
have not seen that in any of the figures here. I want to be sure I 
understand this. 

Mr. Porrer. The $1 million is the original amount of local currency 
which is drawn down for the total cost of the Fulbright program. 

Mr. Rooney. Where do we find that? 

Mr. Taser. You do not mean that the administration of that Ful- 
bright program is $1 million ? 

Mr. Jonant. No. No. 

Mr. Porter. No, sir; that is the total. From that comes the admin- 
istrative cost of the program. 

Mr. Rooney. Where is that $1 million? 

Mr. Ruiner. 44, Mr. Rooney. 

Mr. Porrer. Yes. 

Mr. Conant. Page 44. 

Mr. Porrer. Add up the $906,000 and the $50,000 and the $43,000, 
rig above the $2,531,000. 

r. Conant. You see, what I meant is this: Of what we are asking 
for that exchange program this Fulbright is in a sense set up by 
Congress and something which we assist in and administer, but it is 
not our program in the way that the grants under Public Law 402 
are. Is that right? 

Mr. Porter. Yes. 

Mr. Conant. I think the administration of it is to some extent 
covered by a eo a on the whole program. This conforms to the 
practice worldwide. 

Public Law 584, if you added it up, I guess, comes almost exactly 
to $1 million. 

Mr. Gary. Exactly $1 million. 

Mr. Conant. Exactly. 

Mr. Ritxy. I can give you the breakdown of the number of people 
and the rest, for that. 

Mr. Gary. Is that the complete Fulbright program ? 

Mr. Conant. For Germany. 

Mr. Gary. For Germany ? 

Mr. Conant. As I understand it. 

Mr. Rizey. That is correct. Under that program in 1955 we plan 
on sending 268 people to Germany, which will include 48 professors, 20 
teachers, and 200 students. 

Mr. Rooney. When you are talking about the Fulbright program, 
Mr. Gary, I am sure you understand we also have Public Law 402, 
which is the Smith-Mundt Act. 

Mr. Gary. Yes. 

Mr. Roonty. Which is an exchange program, also. 

Mr. Conant. It is under that authorization I think we are proposing 
to $1,426,000; is it not? 

r. Rury. That is correct. 


Mr. Conant. That is the authorization under which we are operat- 
ing for what we call our exchange program. 
r. Gary. You have already given the breakdown here for that 
program. 
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Mr. Conant. That is right. 

Mr. Gary. But you have not given it for the Fulbright program. 
Let us get the Fulbright program. 

Mr. Conant. Yes, sir. 

Mr. Ritey. We plan on bringing 269 Germans here in 1955, which 
will include 39 professors, 20 teachers, and 185 students. We plan on 

utting 25 German citizens in a short summer seminar in Germany 
faring the next summer. That is a total of 269; or a grand total of 
537 people under the Fulbright program. 

In that Fulbright program we will spend for these 3 items, the last 
3 on page 44, $1 million in foreign currency. That foreign currency 
will be used for international travel both ways of both Americans and 
Germans under this program. It will be used for the expenses of the 
Americans while they are in Germany. 

In addition to that foreign currency, we will spend $314,000 in 
dollars to support 286 out of these 537 while they are in this country. 

Mr. Gary. you transport them on foreign vessels? 

Mr. Ritzer. No, sir—I guess they are transported on foreign vessels, 
in this German program, at least some of them. They are on foreign 
vessels with foreign currency. 

Mr. Gary. United States vessels would not accept foreign currency ? 

Mr. Porrer. Wherever we could get the United States Lines to 
accept foreign currencies, they carry them. 

Mr. Rizey. They do it in some countries. 

Mr. Porrer. Last year we got most of them on the American Export 
lines from Mediterranean ports. 

Mr. Rizey. In the Smith-Mundt program that is the program we 
use for sending out the 12 American specialists. They yee no 
academic connection when they go into Germany. They make these 
lecture trips. 

We also ag on bringing 514 Americans here from Germany on 
straight dollar programs, what we call the Smith-Mundt programs. 
Those 514 will be broken down this way: 289 leaders, 75 trainees, and 
150 teen-agers, for a total of 514. 

All of these persons I have talked to at this point add up to the 
amount shown on page 39, “Program expenses,” of $2,531,356. 

In addition, the cost of this exchange program with Germany will 
consist of overseas salary expenses—that is, the 14 Americans and 
42 locals Dr. Conant spoke about—in an amount of $159,349. That 
is shown on page 44. 

There are also overseas nonsalary expenses, on page 44, of $124,048. 

That is for travel, general operating expenses, building operating 
expenses, and logistic support of personnel in Germany. 

Also, in this country there is domestic support. That will be part 
of page 77a, and is a total of $19,658. That will be for paying a part 
of the salaries in the German Bureau, for personnel operations, 
budget, security, fiscal, and so on. 

In addition to that, there are 23 positions that Mr. Rooney spoke 
about, page 77a, on my staff. The total there for personnel and travel 
will be $105,943. 


a Rooney. Under the justifications the figure is $104,255; is it 
no 
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Mr. Rivey. That is before the lapses, Mr. Rooney. Actually, the 
straight personnel expense will be something under $104,000, and then 
the travel will raise it to $105,000. I do not have that breakdown. 
It is a little under $104,000, plus enough travel to make it $105,943. 
T am sorry I do not have that breakdown. 


AMERICAN SPECIALISTS SENT TO GERMANY UNDER GRANTS TO AMERICANS 
PROGRAM 


Mr. Roonry. With regard to this matter of “Grants to Americans,” 
the Public Law 402 program, and the sending of 12 United States 
—a to Germany, how many have you sent over in the current 

seal year? 

Mr. Conant. 34, I believe. 

Mr. 34. 

Mr. Roonry. Have they already been sent? 
lected and sent? 

Mr. Ritxy. I doubt if all of them have gone. 

Mr. Rooney. Have they all been selected ? 

Mr. Rixey. I doubt that they have. 

Mr. Roonry. How many have been selected ? 

Mr. Ritery. I do not know, sir. I can furnish it for the record. 

Mr. Rooney. Will you, at this point, please insert in the record the 
names, occupations, cities from whence they come, and allocated costs 
with regard to all those who have been selected up to now, in the 
current fiscal year? 

Mr. Rirey. Yes, sir. 

(The information is as follows :) 


Have they been se- 


American specialists selected to participate in the fiscal 
Apr. 28, 1954 


year 1954 program as of 


Name City and State Occupation Fields of specialty 


Fred W. Berg... 
Burr Phillips....__. 
Robert La Follette- 


Isabel Burger.....- 
Henry 8. Comma- 
r. 

Rdward W. Dem- 
ing. 

Ann Hardesty 

George Staempfli_. 

Kurt Friedrich 


Los Angeles, Calif 
Madison, Wis.._.. 


Washington, D, C_ 

Richmond, Va-.-- 

Armonk Village, 
Se 

San Diego, Calif_- 


Bloomington, Ind 


Printer and trade unionist_._. 


Professor, education and his- 


tory. 
Head, social science depart- 
ment, Ball State Teachers 


lege. 
.| Director of children’s experi- 


mental theater. 

Professor of history, Columbia 
University. 

Statistician with Bureau of 
the Budget. 

Chief psychologist, Richmond 
juvenile court. 

Artist and art critic 


Professor of education, San 
Diego State College. 


Architect-consultant for Indi- 
ana University. 


meth- 


ods. 
Curriculum plan- 
ning. 
Social sciences 
Creative dramatics.. 
American history - 
Statistical sampling 
Youth counseling. -- 
Painting and lectur- 
Secondary educa- 
tion, ministra- 
tion and curricu- 


lum. 
School building 
planning. 


1 Represents total cost from fiscal year 1954 appropriated funds. 


Norte.—An additional 13 American specialists have been invited to fulfill project proposaJs submitted by 
the Office of the United States High Commissioner for Germany but have not so far accepted. 
Final decision concerning the iction of other American specialists has not yet been made. 


| | Esti. 
| mated 
cost ! ‘ 
| q 
| $2, 000 
4, 470 
Baltimore, 2,000 F 
| 220 § 
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570 
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Mr. Roonry. That is all, Mr. Chairman. 


BROADCASTING STATION RIAS IN BERLIN 


Mr. Taner. I wonder if I could ask you a question, Doctor, about 
something which perhaps you are not in charge of over there. That 
is this broadeasting setup under Mr. Streibert. 

Mr. Conant. Yes. RIAS in Berlin. 

Mr. Taser. Is that doing a better job than was done a year ago‘ 

Mr. Conant. I frankly would not want to say it was not doing a 
good job a year ago. That is a question which, if I answered it posi- 
tively, would cause me to make an admission of a situation that I do 
not agree exists. I know it was criticized at the time of the June 17 
riots. Most of the people who criticized it in Berlin at that time have 
not always come up with what they think is the correct thing for us 
to have done. 

I think it is doing a very effective job. One of the best evidences 
of that is the way the Communist regime in the East Zone tries to 
prevent people from listening to it. 

In fact, I was told by one of the leading Germans after the Berlin 
conference failed— 

We have to keep alive the hope of the people in the East. The greatest way of 
doing itis RIAS. Whatever you do, do not cut RIAS. 

Mr. Taper. I got a block of these broadcasts a while back, and I 
did not find es of them that were good enough to approve of. I 
asked Mr. Streibert to come over, and I let him spend an hour and a 


half reading them. It suppose that was cruel and unutual punish- 


ment. 

This was about 60 days ago. He told me that he was going to see 
that we did not have any more of that type of broadcast, and that 
there was going to be an improvement. I have been afraid from the 
very beginning, with regard to these broadcasting setups, that there 
has not been the top line supervision that there ought to be. 

Mr. Conant. May I ask: Are you sure they are RIAS broadeasts 
and not Voice of America broadcasts? 

Mr. Taner. Some of them were, I know. 

Mr. Conant. Some of them were RIAS? 

Mr. Taser. Yes. 

Mr. Conant. The Voice of America I have had no responsibility for 
and am not familiar with. Iam only surprised that the RIAS sam- 
pling did not show up well. Undoubtedly if it did not and Mr. 
Streibert agrees he will issue the necessary directives. Our feeling 
is that RIAS has done a good job. It is mostly news to those people 
in East Germany, and related programs. I am interested in those com- 
ments. It is important, if I may say so, with all due respect to the 
Voice of America, that the two operations be kept quite distinct, be- 
cause they have distinctive functions. 

Mr. Taper. They deal with different people. 

Mr. Conant. With different people; and one is a German problem 
and the other is a larger problem. 

(Discussion off the record.) 

Mr. Taner. Are there any other questions? If not, we will be glad 
to let you meet your appointment. ‘ 
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Mr. Conanr. Thank you very much. Thank you very much, in- 
deed, for your courtesy. 


Wepnespay, 28, 1954. 
AUSTRIA 


WITNESSES 


CHARLES W. YOST, DEPUTY HIGH COMMISSIONER 

0. H. TRANSTRUM, DIRECTOR, ADMINISTRATION, VIENNA 

JOHN KRIZAY, MANAGEMENT ANALYST, AUSTRIAN PROGRAM 

RICHARD B. FREUND, OFFICER IN CHARGE, ITALIAN-AUSTRIAN 
AFFAIRS, DEPARTMENT OF STATE 

FRANCIS J. COLLIGAN, DEPUTY DIRECTOR, INTERNATIONAL EDU- 
CATIONAL EXCHANGE SERVICE, DEPARTMENT OF STATE : 

EDWARD B. WILBER, BUDGET OFFICER, DEPARTMENT OF STATE 

FRANK R. HEFNER, DEPUTY EXECUTIVE DIRECTOR, BUREAU OF 
EUROPEAN AFFAIRS, DEPARTMENT OF STATE 


Mr. Taser. Mr. Yost, we are glad to have you here with us. We 
would be glad to have you tell us what you can as to the Austrian 
situation and what you feel you need. 

Mr. Yost. I might say for the record that I am representing our 
Ambassador and High Commissioner, Mr. Llewellyn Thompson, who 
is on a speeial assignment and is, therefore, not able to be present. 


OPENING STATEMENT 


I re a prepared statement which I would like to submit for the 
record, 
(The statement referred to follows:) 


I should like, with your permission, to present a few general remarks about 
the situation in Austria today. Thanks to Austrian courage and hard work and 
to American aid, that situation is better than it was a year ago. But it is still 
a situation which is costly and dangerous for the Austrian people and for us, 
and which, if we are to check the spread of Communist imperialism, requires 
our constant vigilance. 


SOVIET POLICY AND CAPABILITIES 


Vienna is the farthest east of all the free world outposts in Europe. It is only 
a few miles from Hungary and Czechoslovakia. The Soviets are still today in 
occupation of almost a third of Austria—in which lives more than a third of 
the Austrian population. On one pretext or another they have for 9 years re- 
fused to honor their commitment to end the military occupation and liberate the 
country. They made it clear once more in Berlin 2 months ago that they are 
not ready to give up their military hold on Bastern Austria. As long as they 
retain that hold, they have the capability of cutting the country in two, as 
Germany is cut in two, of ringing down the Iron Curtain halfway across 
Austria and adding another satellite to their collection. 


ATTITUDE OF THE AUSTRIAN PEOPLE 


One of the chief reasons why they have not exercised that capability up to 
the present time is the resolute anticommunism of the Austrian people, includ- 
ing particularly those living in the Eastern Zone under Russian bayonets. For 
example, in recent union elections where the workers voted for shop stewards 
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in the Province of Lower Austria, which is part of the Soviet zone, the anti- 
Communist candidates won 87 percent of the votes. These results occurred in 
an area where there are factories which have been taken over directly by the 
Russians, where Russians are installed as managers, where Austrians who are 
Communist sympathizers are favored for employment, and where workers are 
directly dependent on the Russians for their jobs. In none of the 3 national 
elections held in Austria since the war has the Communist Party received more 
than 5 percent of the votes. The 2 big anti-Communist parties making up the 
coalition Government, which is, by the way, one of the stablest governments in 
Europe, have always had more than 80 percent of the votes. It has been and 
continues to be American policy to support this Government in its resistance 
to communism. 

It should be mentioned that Austria is active and cooperative in the Organiza- 
tion for European Economic Cooperation, and in the European Payments Union, 
and has an observer at the Coal and Steel Community. 


CONTROL AGREEMENT AND ALLIED COUNCIL 


Another important factor which has prevented the Soviets from taking over 
eastern Austria is the existence of the four-power control agreement of 1946 
which, thanks to the skill and foresight of our representatives at that time, 
contains certain very useful provisions. One provision recognized the authority 
of the Austrian Government over the whole of Austria, including the Soviet 
Zone. Our insistence on maintaining that agreement has helped to block the 
setting up of a separate puppet regime in the east, as was done in Germany. 
Another valuable feature of the control agreement was the requirement that, 
while all Austrian legislation had to be passed upon by the Allied Council, an 
Austrian law could be vetoed only by the unanimous action of the four occupying 
powers. Since the Western powers have endorsed most Austrian legislation, the 
Soviets have not been able to block it or to hamstring the Austrian Government. 
It is American policy to support the control agreement and to keep vigorously 
alive the Allied Council which administers it. 


UNITED STATES AID 


Another major element in preserving Austrian independence has been Ameri- 
can economic aid. At the end of the war Austria was devastated, her farms 
and factories looted, her people starving. If we had left her dependent on her 
traditional trading partners in Eastern Europe, the present Soviet satellites, 
she could hardly, with the best will in the world, have escaped falling into Com- 
munist hands. However, during the 8 years after the war, approximately 1.4 
billion American dollars were appropriated by Congress and spent in Austria. 
It was a large sum for a small country but, when we consider that this American 
aid played a large part in saving for the free world a strategic area with a 
prowestern population in the very heart of Europe, I think we can agree that 
it was well spent. 

AUSTRIAN ECONOMIC RECOVERY 


Let me mention a few facts about Austrian economic recovery. Austria's 
industrial production is now well above prewar levels even though one of its 
major industrial areas still suffers under Soviet occupation and a substantial 
number of its factories are still in Soviet hands. Agricultural production is also 
above prewar. In 1947 Austria had to import about half of the foodstuffs, meas- 
ured in calories, needed to feed its population ; at present it needs to import only 
25 percent. The cost of living dropped an estimated 5 percent during 1953, a 
development of importance in a country where the standard of living of the aver- 
age wage earner is still low. Imports and exports were virtually in balance last 
year and in fact Austria’s overall balance of payments, within and without the 
European Payments Union presented in 1953 substantial surpluses. Thanks to a 
vigorous anti-inflation program of the Austrian Government, the Austrian 
schilling, which was hardly worth quoting on the exchanges a few years ago, is 
now one of the stablest currencies in Europe. The result is that it has been nos- 
sible to bring United States aid to Austria to an end except sfor a very small 
technical assistance program. No United States dollar economic aid was granted 
to Austria during fiscal 1954 nor, barring a shift in Soviet policy which I will 
mention in a moment, will Austria need economic aid during fiscal 1955. 
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SOVIET ECONOMIC DRAIN 


This recovery is particularly encouraging and admirable when you consider 
that it was accomplished in spite of the fact that the Soviets, through their con- 
trol of so-called German assets, are bleeding Austria of an estimated $1 million 
a week. This is done mainly in two ways: (1) by draining Austria of natural 
resources, principally oil, and (2) by importing, exporting and manufacturing 
in Austria without payment of taxes, customs, or excise duties. Their control of 
these assets adds to Soviet ability to exert pressure in Anstria 


TRADE WITH FART AND WAT 


Anocher favorable feature of Austrian recovery is that it has enabled her 
greatly to reduce her traditional dependence on the East, particularly in food- 
stuffs and coal. In 1937 Austrian trade with countries which now make up the 
Soviet bloc amounted to 28 percent of Austrian exports and almost 33 percent of 
her imports. The corresponding percentages today are 11 and 10 percent; and 
the trend is downward. I must emphasize, however, that Austria still depends 
on the East for a substantial proportion of its coal, and practically all of its 
domestic oil supply is in Soviet hands. This illustrates another critical yulner- 
ability of the Austrian position. If the Soviets should cut off coal and oil sup- 
plies, which Austria is able at present to buy with schillings and nonstrategic 
goods, Austria would be obliged to turn to more expensive sources in the West, 
her surplus of hard currencies would soon be used up and she might again be 
obliged to apply for foreign aid. It is in order to help forestall such an eventu- 
ality that we are continuing a small technical assistance program in Austria, to 
teach her how to improve her industrial efficiency so that she may maintain and 
expand her free world markets. For this reason it is also important that an 
opportunity be provided for expansion of Austrian trade with the United States 
to a reasonable and practical degree. 

Austria is also developing its electrical power potential, in cooperation with its 
neighbors—Germany, Italy, and France—and I understand that a loan in this 
field is now being actively considered by the International Bank. 


FUTURE UNITED STATES POLICY 


As far as the future is concerned, it remains the steady policy of the United 
States. as well as of Great Britain and France, to seek termination of the mili- 
tary ocenpation under the terms of a state treaty that will provide for the eco- 
nomic and political freedom of the country. Once evacuated hy Soviet forces 
we could connt on the Austrian Government and people to keep her free of infil- 
tration and subversion. The intentions of the Soviets, however, to continue their 
grip on eastern Austria were fully demonstrated by Molotov at Berlin. He pro- 
posed to dissolve the Allied Commission, exclude Western troops from Vienna, 
and leave a Soviet Army indefinitely on Austrian soil, as well as imposing on 
Austria what he called neutrality. This fraud was flatly rejected by the three 
Western Powers as well as by the Austrian Government. In light of the Soviet 
attitnde. there seems little hope for a treaty in the near future. If we desire 
to keep Austria free we must continue to remain there as long as the Soviets do. 
The United States will continue to work toward a treaty searching for every 
onportunity to resume negotiations at the earliest opportunity when the U.S. S. R. 
evpresses its willingness to withdraw its forces from Austria at a fixed and early 
date. In the meantime we are trying to refluce the burdens of occupation in 
every practicable way. 

Richt now. we are working on a problem which has caused some degree of 
friction between the Austrians and the United States oecupation element. This 
is the honsing shortage which is particularly acute in Austria. We have been in 
requisitioned housing since the end of hostilities 8 vears ago and many Anstrians 
are becoming restless. In general, the relationships between the Austrians and 
Tnited States oceupation personnel are excellent and the Austrian people do not 
object to the nresence of the American oceupation element. This matter of re- 
taining requisitioned honsing is, however. one thing to which the Austrians do ob 
ject. Reonisitioning of Anstrian homes has forced many Austrian families to 
double up in overcrowded dwellings and others to take up quarters in basements. 
The owners have even staged public demonstrations and have aroused consider- 
able public interest on their behalf. We receive oral and written complaints 
daily from Americans who are former Austrian citizens as well as from the 
Austrians themselves. 
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It seems that the only way to settle this problem, in view of the acute housing 
shortage in Vienna, is to undertake construction. We have recently consulted 
with the Department of Defense and the Bureau of the Budget and we are now 
trying to find the means to do something along these lines without additional cost 
to the United States taxpayer. If legislation is needed, as it probably will be, it 
will be forwarded to the Congress with appropriate justification 


USCOA BUDGET 


Before closing this statement I should like to make a few remarks specifically 
about the budget. 

For the fiscal year starting next July 1 the estimated total appropriation that 
is requested amounts to $2,655,000, This sum is made up of the following sub- 
divisions which represent the major activities of the mission in Austria : Conduct 
of diplomatic relations, $1,546,027; consular activities, $201,101; exchange-of- 
persons program, $375,000; administration, $752,872. The amount of money 
requested for the next fiscal year is about 29 percent less than that provided in 
1953 and about 5 percent less than that provided in 1954. Under new laws, which 
will take into account the stabilization of the Austrian currency, rents in Austria 
will be substantially increased. This will, of course, increase rental costs to the 
United States. Otherwise, savings in 1955 would be even greater. At present 
our rental contracts, made out in 1947, make no allowances for the depreciation 
of the Austrian schilling and inflation in prices during the past 7 years. Although 
the Austrian currency is now stabilized, the present purchasing power of the 
schilling is only about one-third what it was in 1947. 

The total overseas and domestic “Government in occupied areas” budget we 
are requesting for Austria includes support for 147 American and 820 local 
positions as of September 30, 1954. Just a year ago, last May, there were 223 
Americans and 610 locals. This means that between last May and this coming 
September we will have cut the American persounel 34 percent and the local 
employees 48 percent for a total personnel cut of about 44 percent. 

I can assure you, gentlemen, that earnest efforts have been made to reduce 
expenses and personnel and other costs to the greatest possible degree consistent 
with the international obligations of the United States in Austria. I can also 
assure you that these efforts will be continued but further reductions must, I am 
afraid, await Soviet agreement to a state treaty for a free and independent 
Austria. 

This is all I have to say in the way of general remarks on our estimates. IT and 
my associates shall be glad to answer any questions. 


Mr. Yost. We feel that the situation in Austria, while there has 
been a very great economic improvement in recent years, is still very 
critical and dangerous and will remain so as long as the Soviet forces 
hold one-third of the country. There is no indication that they are 
going to get out in the near future. 

As you gentlemen know, a very strong effort was made at the recent 
Berlin Conference to conclude an Anstrian treaty and get the Rus- 
sians out. They absolutely refused to withdraw. They made it clear 
that they were going to keep their troops in Austria until there was 
some German settlement which was to their taste. We know such a 
settlement is not going to take place. Therefore, we must anticipate 
that they are going to stay in Austria. So long as they remain in 
occupation of one-third of Austria they have the capability of ringing 
down the Iron Curtain in the middle of Austria and setting wp another 
satellite. 

They have not done so so far; and our primary mission in Austria 
is to see that they do not do so. 

- The control agreement under which we, the British and the French, 
sit with the Russians in the Allied Council, is the chief protection of 
Austrian sovereignty and of Austrian independence. The Austrian 
Government under the control agreement has authority which extends 
throughout the entire country, instead of, as in Germany, just in the 
western part. 
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The operations of the Austrian Government in the Eastern Zone, 
the Russian Zone, are hampered by the Russians; but nevertheless they 
maintain their authority there and the great mass of the Austrian 

ple in the Russian Zone have shown remarkable courage in resist- 
ing Russian encroachments. The Communists in Austrian elections 
have never been able to get more than 5 percent of the votes. The 
remainder is divided primarily between the two major parties which 
form the coalition government, the People’s Party and the Socialist 
Party, both of which are very strongly anti-Communist. 


_ We, through the Allied Council and elsewhere, support the author- 
ity of that government and of those two parties. 


ECONOMIC PICTURE 


Turning for a moment to the economic picture, there has been a 
very great improvement. As you gentlemen doubtless know, the 
United States has put in approximately $1.3 billion worth of aid of 
one sort or another since the end of the war. That is a very large 
sum for a small country. But we feel that it was worth while. 

There is no question that if we had not come to the aid of Austria 
economically in a big way she would have been unable with the best 
will in the world to resist the Russians. If she had been dependent 
on them for food which she could not produce herself after the war 
she would have had no alternative but to fall in the Soviet orbit. 

However, with our aid and with Austrian hard work and industry, 
which we must admire, they have made a remarkable recovery. Their 
industrial production is well above prewar. Their agricultural pro- 
duction is approximately up to prewar. That is particularly re- 
markable, because the Russians in the Eastern Zone control practically 
all of Austria’s oil production, which is one of her major industries, 
and drain out to the East about two-thirds of that oil. They control 
some two-hundred-odd industrial and commercial enterprises, the 
production of which they either drain out to the East or sell in Austria 
and reap the proceeds. They also control quite a network of retai! 
stores. 

In spite of that drain, which over the period since the war has 
equaled close to a billion dollars, this Austrian recovery which I men- 
tioned has taken place. If the Russian incubus could be removed 
the country would be safe and viable. As it is, while they are pros- 
pering at this time, the Rusians could at any moment cut off their oil 
supplies or they could cut off the coal imports coming from the East 
and Austria would thereupon be obliged to purchase those essential! 
materials in the West. 

Mr. Taser. At the same time, the West could cut off the power going 
to the East. 

Mr. Yosr. Yes, indeed, they could. 

It is one of our objectives—and one with which we have had great 
success—to orient the Austrian trade to the West so that, as her exports 
are built up with the West, she will be able in case of need to purchase 
these essential supplies. We have had great success in that. 

Before the war her exports and imports were approximately one- 
third with the countries now behind the Iron Curtain. At the present 
time they are approximately 10 percent, so her dependence on the 
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Mr. Taser. You mean by that the exports of the western part of 
Austria? 

Mr. Yost. No, the whole country. 

Mr. Taser. The whole country ¢ 

Mr. Yost. Trade with the East of the whole country is only 10 per- 
cent now. 

Mr. Taper. Does that include the drain the Russians are making? 

Mr. Yost. That includes the legal exports which go through the 
Austrian system. 

Mr. Taper. Where they get something for it? 

Mr. Yosr. Yes, sir. 

Mr. Taser. If you took into consideration the drain, how would 
it be? 

Mr. Yosr. I am not sure just what that would be, because we are in 
no position to say exactly what goes out clandestinely, what goes out 
in Russian military trains. It would certainly raise that percentage. 

However, 90 percent of the legal trade is now with the West, and 
the Austrians have been most cooperative with us in building up their 
western trade. They are members of the European Payments Union, 
of the OEEC, and they have an observer with the coal-steel union. 


TERMINATION OF ECONOMIC AID 


I should like, however, to emphasize this vulnerability. We have 
been able as a result of Austrian recovery to cease all economic aid 
to Austria this current fiscal year, with the exception of a very small 
technical assistance program designed to increase their productivity 
and enable them to compete better in western markets. Otherwise, 
there is no economic aid going in this year, and we do not contemplate 
any next year. 

Sut I would simply like to invite your attention to the possibility 
that at some time in the future the Russians might cut off oil or coal 
and it might then be necessary for Austria once again to seek foreign 
aid. We hope that will not occur, but it might. 

Mr. Taper. The reason the Russians do not do that is because they 
do not want to have the power cut off, is it not? 

Mr. Yost. Well, that is certainly one of the reasons. There are a 
number, 

One, of course, is the fact that they do not wish to split the country 
in two at this time because they feel that even the Eastern Zone would 
be too indigestible, since 95 percent of its population is anti-Com- 
munist. Secondly, because it would cause too much of a dramatic 
clash with the western powers, who under the control agreement are 
carrying out the occupation in Austria. 


AUSTRIAN TREATY 


It is our United States policy to seek an Austrian Treaty, and we 
will continue, as we did in Berlin, to take every Bi 6 ghagpeacd to try 


to conclude one. We feel that if the Russians could be persuaded 
to get out that the Austrian Government would be quite capable of 
controlling infiltration and subversion itself. 

Mr. Anpersen. Off the record. 

(Discussion off the record.) 

Mr. Anpersen. Thank you. 


# 
4 
i 
a 


72 


Mr. Taser. What about the coal and oil? What does that amount 
to in dollars in a year that they take? 

Mr. Yosr. I can tell you, so far as the oil is concerned, in tons they 
produce about 3 million tons and take out about 2 million. 

Mr. Taner. They produce about 3 million tons of oil? 

Mr. Yosr. And take out about 2 million. The rest they sell in the 
Austrian economy. 

Mr. Taser. Mostly it is in their own zone? 

Mr. Yosr. No, it is for distribution throughout the whole country. 


COAL 


Mr. Taper. What about the coal? 

Mr. Yosr. The dependence of Austria on Soviet coal is an import 

r. Taper. All over Austria, they have no coal to speak of ¢ 

Mr. Yost. Austria does produce a fair amount of coal, and its coal 
production has been increasing. 

Mr. Taser. Is that in the east or in the west? 

Mr. Yosr. It is in the west. 

Mr. Taser. In the west? 

Mr. Yosr. Yes. But they still are not able to produce enough for 
their needs. The balance is made up by imports, some of which 
come from the west. About 20 percent of Austrian consumption of 
coal still comes from the east at this time. 

Mr. Taper. The western coal comes out of Germany ? 


Mr. Yost. Mostly out of Germany. 
Mr. Taser. And the eastern coal comes out of Poland? 
Mr. Yost. Poland and Czechoslovakia; mostly of Poland. 


TECHNICAL ASSISTANCE PROGRAM 


Mr. Taser. How much technical assistance is going on this year, 
and of what does it consist ? 

Mr. Yost. That part of the program is really just getting underway. 
I believe that the Foreign Operations Administration is proposing 
to spend about a half million dollars next year on that work. 

Mr. Taper. What sort of work is it? 

Mr. Yosr. What it amounts to is bringing American experts over to 
Austria to teach the Austrians how to produce more efficiently ; and, 
contrariwise, bringing certain Austrian engineers and industrialists 
one to the United States and showing them American methods on 

e spot. 

Mr. Taser. How far does that operation extend? Is it simply in 
the Western Zone, or does it get over to the Eastern Zone? 

Mr. Yost. It is primarily in the Western Zone, but we, of course, 
wish also to encourage the recovery of the Eastern Zone, insofar as we 
are not dealing with factories actually controlled by the Russians, be- 
cause if serious unemployment exists in the Eastern Zone that gives 
more of a toehold for Communist agitation and Communist propa- 
ganda. So we are anxious and have been ever since the end of the 
war to promote recovery in the East as well as in the West. 
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Of course, we give no assistance of any kind to the Soviet-controlled 
lants. 
SOVIET CONTROL 


Mt. Taser. How much of the population is controlled by the Soviet ? 

Mr. Yost. About one-third of tre population is in the Soviet Zone 
of Austria and the Soviet sector of the city of Vienna. But I do 
want to emphasize that their control is only a potential control. As 
the situation exists at present, those people do live and work inde- 
pendently under their own government, and it is a strongly anti-Com- 
munist government. 


MOVEMENT INTO SOVIET ZONE 


Mr. Taner. Are our people permitted to get into the Eastern Zone? 

Mr. Yost. Oh, yes, indeed. 

Mr. Taner. There is freedom of travel? 

Mr. Yosr. Not complete freedom of travel. Unless you proceed 
along certain established corridors you have to get a pass to go into 
the Eastern Zone, outside of those corridors. But those passes are 
issued at the present time without any difficulty. 

Mr. Taser. Does that apply to Austrians as well as to our folks? 

Mr. Yost. There is complete freedom of movement for Austrians 
he any part of the country. They do not require any passes of that 

ind, 

Mr. Taser. Have you been into the Eastern Zone? 

Mr. Yosr. Yes, sir; frequently. Many times. 

Mr. Taser. Are you permitted to check up to see what is going on ¢ 

Mr. Yosr. For the most part. It is not possible to go into certain 
restricted areas, including the oil fields. But chreugh most of the 


zone it is quite Serr to go. 
Ar 


Mr. Taper. Are there any questions on this general subject ‘ 
Mr. No questions. 


ATTITUDE TOWARD AMERICA 


Mr. Corron. What is the attitude of the Austrians toward Ameri- 
cans individually and toward United States policy in Austria? 

Mr. Yost. The Austrians are very friendly to us. There is a clear 
and general recognition that it is only through our support and our 
economic aid that they have been able to maintain their independence. 
Their viewpoint, their way of life, their religion, and way of think- 
ing are similar to ours. They consider themselves as part of the 
Western World, of which they recognize the United States is the 
leader at this time. They are, of course, very unhappy at this pro- 
longed occupation. However, they do not want us to leave before 
the Russians leave. 

RACIAL COMPONENTS 


Mr. Corron. What are the racial components of Austria? Are 
they all Germanic, or is there some other racial group? 

Mr. Yost. Well, it is a German-speaking country, of course, and 
they are basically Germanic; but due to the fact that Vienna was the 
capital of the old Austro-Hungarian Empire, a great many of the 
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people living there had families which originally came from Czecho- 
slovakia or Hungary or Yugoslavia. They have all been there 100 or 
200 years and are thoroughly assimilated, so it is a homogeneous Aus- 
trian population. 

Mr. n. Is there any more tendency to drift toward com- 
munism in one group than in another? 

Mr. Yost. No, sir; there is not. 

Mr. Corron. Thank you. 

Mr. Taper. Mr. Davis? 

HOUSING 


Mr. Davis. Referring to a couple of things in your statement, Mr. 
Yost, on page 6, for instance, you talk about the housing — and 
suggest you are trying to find something you can do along the line of 
proving housing without additional cost to the United States tax- 
payer. To what are you referring there? 

r. Yost. Well, sir, we are in the process of exploring possibilities 
now. That would, of course, be in the nature of using schillings, local 
Austrian currency, which might be available to us from one source or 
another, without any further expenditure of American dollars. As 
I say, that is being given study to see whether it is possible; and, if it 
is possible, whether further legislation would be required in order to 
authorize it. 

Mr. Wiutper. Can you speak on the record or off the record about 
the stockpiling? 

Mr. Yosr. Tinight speak off the record on that. 

(Discussion off the record.) 

Mr. Yost. Sir, the only reason we are even considering this ques- 
tion of building housing is, as we point out in the statement here, 
the very serious and increasingly difficult problem which is created 
by our having to requisition so much housing. In Vienna, due to the 
destruction of the war and for other reasons, a very serious housing 
— exists. We have had to requisition for most of our needs 
there. 

That is the one element of friction between the Americans and the 
Austrians. If we are going to have to stay there indefinitely, as it 
looks like we will, we want to remove that one element of friction if 
we can. 

Mr. Davis. In that connection, Mr. Yost, there are a couple of com- 
ments in your statement which indicate that there continues to be 
complete Government control of rents. Is that the fact ? 

Mr. Yost. Yes, sir. 

Mr. Taser. That is always a cause of housing shortage. 

Mr. Yosr. True; true. 


ECONOMIC AID 


Mr. Davis. When you said, Mr. Yost, that there was no economic 
aid for Austria in the current fiscal year, did you mean there was no 
new allocation of money, or did you actually mean that physically no 
products were sent into Austria under the economic-assistance 
program 
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Mr. Yosr. I meant the first, sir. The pipeline is still flowing, but 
there is no new allocation of money. 


Mr. Davis. Which, in theory, continues to generate schillings that 
could be made available for this housing you spoke of; is that right? 

Mr. Yost. That is a possibility ; yes, sir. 

Mr. Taper. Any other questions, Mr. Gary ‘ 

Mr. Gary. Yes, I have 1 or 2 general questions. 


COMPARISON OF EAST AND WEST ZONES 


How do the conditions in the Eastern and Western Zones compare ¢ 

Mr. Yosr. Well, economically there is a rather marked difference, 
which you can notice just as you drive through. The western towns 
and vileape give an obvious appearance of prosperity. Everything 
has been newly painted. There are new factories and houses going up. 

In the East that is much less true. There is some building and 
some repainting, but most towns and villages still look pretty shabby 
and rundown because the average man just does not feel like investing 
money, because he is uncertain of the future. 

Politically, of course, there is bound to be the feeling of oppression 
and of uncertainty, because while the Russians do not normally inter- 
fere with the conduct of government, local or national, in their zone, 
occasionally they do, and you never know when they are going to. 

Of course, their troops are not well-behaved, and there are always 
apt to be incidents. People go to bed pretty early in the Eastern Zone. 
They do not wander around the streets very much at night. So there 
is difference in the atmosphere. 


FOOD PRODUCTION 


Mr. Taper. I wonder what you could tell us about the food produc- 
tion in Austria. Is it mostly in the Eastern Zone or is it suflicient to 
= _ of the food requirements of the population in the Western 

ne 

Mr. Yosr. Most of the grain production and most of the sugar beet 
production is in the Eastern Zone. The meat and milk are more in 
the Western Zone. 

Mr. Gary. It was said, Mr. Chairman, when I was in Germany, 
and probably the same applies to Austria, that the Russians got the 
food, the British got the industries, the French got the vineyards, and 
the Americans got the scenery. 

Mr. Yost. In Austria we got a good deal of the industry, too. The 
biggets steel works is in our zone. 

Mr. Taser. Is there an interchange of food supplies between the east 
and the west ? 

Mr. Yosr. Oh, yes, sir. 

Mr. Taper. It moves freely ? 

Mr. Yosr. There is no interference with the movement of goods at 
this time; goods or people. 

Mr. Taser. But the Russians grab a very considerable part of the 
food production in the Eastern Zone, do they not? 
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Mr. Yosr. No, sir; they do not. Among the properties that they 
control are a certain amount of agricultural lands. They do take the 
production of that land, but otherwise they do not interfere with the 
agricultural production. 

Mr. Taner. Any other questions? 

Mr. Gary. Just 1 or 2, Mr. Chairman. 


AVAILABILITY OF CONSUMER GOODS 


How about the consumer goods in the Eastern Zone? Do they have 
many consumer goods in the shops now ¢ 

Mr. Yost. Yes, there is a very marked contrast to what it was when 
you were there in 1947, sir. 

Mr. Gary. I am talking about the Eastern Zone. 

Mr. Yost. Yes; in Vienna. It is pretty widely distributed. There 
is no check on the flow. 


INFORMATION CENTER 


Mr. Gary, I have one other question, Mr. Chairman. 

I remember rag! used to have in Austria one of the best information 
centers I saw in woh That, I take it, is being maintained today 
by the United States Information Agency? 

Mr. Yost. Yes,sir. It is still in the same place, on the corner of the 
main street, the Kaerntnerstrasse. It is doing a wonderful job. It is 
full of people all day long. 

Mr. Gary. Is it being managed as efficiently as it was? 

Mr. Yosr. Yes, sir; very efficiently. 

Mr. Gary. I was very much impressed with that center. I thought 
it was one of the best in Europe. 

Mr. Yost. It is. And it is very much appreciated by the Austrians. 

Mr. Transtrum. It has been modernized. 

Mr. Gary. It could stand a little modernization. The people 
seemed to be using it. 

Mr. Yosr. They use it all the time. 

Mr. Gary. I was there one afternoon, and at that time they were 
operating under power restrictions, and they were not permitted to 
turn the lights on until late in the afternoon. Notwithstanding the 
fact that the light was very poor, the reading rooms were crowded. 
People were sitting around trying to read, and a crowd was lined up 
at the book counter borrowing books. Apparently it was being very 
extensively used. 

Mr. Yost. There are something like 4,000 people a day coming into 
it now. 


Mr, Gary. That is all, Mr. Chairman. 
FUNDS FOR INFORMATION AGENCY 


Mr. Taner. Last year you had an item for the Information Agency 
in the amount of $3,675,000 ; is that right ? 

Mr. Transtrum. In was a little higher than that. $3,675,051 was 
transferred directly to the USIA, but the comparative transfer, which 
—— obligations incurred in the month of July, amounted to 
$224,949, 
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Mr. Taser. So that of the appropriation for similar purposes, you 
had available this year $2,790,000; is that right? 
Mr. Transtrum. That is right. 


OBLIGATIONS 


Mr. Taser. I wonder if you would be able at this time to give us 
the obligations of these different items that appear on page 92, down 
to the 31st of March. 

Mr. Transtrum. I may have that broken down in more detail than 
the figures appearing on page 92. 

Mr. Taser. Try to put it together in the same form that it is there, 
if you can. 

Mr. Transtrum. Sir, I have the obligations in a much more detailed 
form here. I can give you the total obligations if you wish. 

Mr. Taser. Let us have the total. 

Mr. Transtrum. The total obligation as of March 31 was $2,069,376. 

maa So you are just about using 75 percent of your capa- 
bility 

Mr. Transtrum. We are running just about according to our 
financial plan. 


COMPARISON OF AMOUNTS AND PERSONNEL, 1954 AND 1955 


Mr. Taser. We will put into the record at this point the two middle 
columns of page 95, headed “1954” and “1955.” 
(The tabulation referred to is as follows: ) 


Summary table, government in occupied areas—Austria, fiscal year 1955 


Estimate, 1954 Estimate, 1955 


tions 


Overseas salary expenses: 
Americans: 
Conduct of relations activity 
Consular activity 
Exchange of persons activity 
Administration activity 


Conduct of relations activity. 
Consular activity 

Exchange of persons activity 
Administration activity 


Deduct la 


uarters allow 
Overtime and holiday pay 
Nightwork differential 


overseas perso’ 1, 377, 014 
Bushee ¢ of persons Programing funds ; 300, 000 


> 
a 
f 
4 
| Amount | Amount 
lll $676, 749 86 $564, 367 
16 86, 629 13 72, 034 
3 19, 179 2 14, 736 
47 225, 600 34 164, 900 
‘ Subtotal, American positions. 177 | 1,008, 157 135 816, 037 
i —§ | —29, 043 
7 40, 530 3 18, 998 
3 Add regular pay in excess of 52-week base_.............|..--...-- a BERENS 3, 139 
d Net man-years, American positions_-____............- 151 864, 464 133 809, 131 
194 221, 160 144 180, 792 
ES 41 52, 685 28 39, 359 
3 3, 532 3 3, 728 
281 280, 872 223 246, 169 
—107 —115, 145 —42 —44, 670 
10 10, 849 7 7,700 
Add regular pay in excess of 52-week 1, 808 
Net man-years, local positions.__. 422 456, 100 363 434, 886 
28, 628 |.......- 13, 587 
8,000 }.......- 7, 000 
339, 156 
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wicsink Dalai table, government in occupied areas— Austria, fiscal year 1955—Continued 


Estimate, 1954 Estimate, 1955 


Posi- 
tions 


Overseas nonsalary operating expenses: 
Separation and transfer travel 
Home leave travel 
Administrative 
Office residence expenses 
Building operating expenses 
Communications 
Supplies and equipment 
Automotive operating expenses_. 


hip... 
Allied Commission contractual expenses_ 
Medical expenses.- 
Other contractual and miscellaneous 
expenses 
Dependent schools - 
Unforeseen contingencies 


Subtotal, overseas nonsalary operating expenses 913, 205 


Total, overseas expenses eee = — 7 2, 537, 725 


Domestic expenses: 
Salari 


Add term leave 
Regular pay in excess 52-week base 


Net salary costs_..........- 
Reimbursements for support serv services. 
Administrative travel 


Total domestic expenses-.................. 119, 775 117, 275 


Total appropriation or estimate ; 2, 790, 000 2, 655, 000 


PERSONNEL STRENGTHS 


Mr. Gary. Did you put the charts on Germany in? 

Mr. Taner. Yes, I did. I think that we should do that for Austria. 
We will insert pages 93 and 94 in the record at this time. 

(The pages referred to are as follows:) 


|_| 

Item 

Posi- 

| Amount tions Amount 

178, 640 66, 800 

: 88, 250 104, 760 

306, 862 868, 507 

kn 43,000 |........ 40, 000 

in 22, 000 18, 000 

fozart 50,086 |... 50, O86 

tal. 17, 520 17, 50 

70, 459 |....... 59, 969 

Deduct lapses bed -1 —5, 639 -1 —4, 997 
16 90, 000 15 87, 500 


NOILONNdA ATddNS NVITIAID JO NOILVNIWITS 


= 
SVASUATAO SILSAWOG 


46868—54—pt. 2——-6 


DILSSWOG NVDINSWV G3SZINOHLNV 


VIULSNV - SVAUV GAIdNDDO NI LNAWNUAAOD 
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Excuange-or-Persons Acriviry, AusTria 


Mr. Taper. The exchange-of-persons activity shows an increase of 
$39,000 as compared with the current year. Why is that? “em 

Mr. Transtrum. I might explain that, Mr. Chairman, by pointing 
out that in 1954 we had evailable to us $80,000, roughly, of schilling 
resources Which were committed in the previous fiscal year and were 
not held within the dollar appropriation of 1954. Now, we are going 
in this year of 1955 on a complete dollar basis, so we are asking for 
$39,000 in addition in dollars, and we are foregoing the use of $80,000 
worth of schillings that we have available from a previous year, so in 
effect it is a net reduction of nearly $40,000 in the program. 

Mr. Taper. Are these funds that you had last year counterpart 
funds? 

Mr. Transtrum. They might have come from a number of sources. 
1 think for the main part they didn’t come from counterpart funds. 
They possibly could have come from surplus-property credits. I do 
not know exactly where they came from. 

Mr. Taser. How much surplus-property credits are there outstand- 
ing at the present time? 

Mr. Transtrum. I would probably have to refer that to Mr. Wilber 
because the Treasury gives that out. 

Mr. Wiper. As of June 30, 1953, there is a balance of $11,042,000. 
I have a projection to June 30 of 1954, if you would like to have that 
in the record also. 

Mr. Taper. Yes. 

Mr. Witeer. The availability as of June 30, 1954, $7,240,000. 

Mr. Taper. What is the difference of $3,800,000 made up of ? 

Mr. Wivser. That is made up of 4 items, Mr. Chairman. $56,000 
for the foreign-building program; $250,000 for the exchange pro- 
gram, and for the use of all other appropriations that would use the 
counterpart funds, $3,540,000. 

Mr. Taper. Does that include some things for the Army ? 

Mr. WirBer. That would include all other appropriations, that 
would use the foreign credits. 

I could get a more complete detail of that $3,540,000. That is the 
major item. 

Mr. Taser. I think that you should give us a detail of that because 
we ought to have some idea of what it is. 

(The following information was submitted later :) 

The difference of $3,802,000 between the amounts of $11,042,000 and $7,240,000 


which were available as of June 30, 1953, and June 30, 1954, respectively, was 
utilized for the following purposes: 


Foreign buildings operations 
International educational exchange program 
State Department operating exp 1, 260, 000 


USIA and FOA operating expenses including purchase of newsprint 
for USIA 2, 236, 000 


Total 3, 802, 000 


USE OF LOCAL CURRENCY 


Mr. Taser. How much out of this $2,655,000 do you contemplate 
will be used out of local funds? 

Mr. Transrrum. I would think about half of that, Mr. Chairman. 

Mr. Taper. Do you have any projection of that? 
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Mr. Transtrum. No; we do not have a projection of that right 
now. American salaries, for example, would come out of dollars, and 
stateside purchases would come out of that. All local costs, such as 
local salaries, supplies, materials, rents on a schilling basis, and those 
things which cou Mb rocured locally would be paid out of schillings 
purchased from the Treasury with appropriated dollars. I would 
say offhand that 50 percent of the amount of this appropriation would 
be spent in schillings. 

Mr. Wuser. That might be a little conservative, actually on the 
basis of our normal experience. 

Mr. Transtrum. It might be a conservative figure; yes. 

Mr. Taser. Half of it will be used to purchase from the Treasury 
schilling credits? 

Mr. Transrrum. Yes. 

Mr. Taser. That can come out of either the surplus property setup, 
or any other setup that exists? 

Mr. Transrrum. That is right. 

Mr. Taner. Do you have anything from which you can give us an es- 
timate of just about what that will be? 

Mr. Transrrum. I think we can supply that for the record, sir. 

(The information requested is as fallows:) 


BREAKDOWN OF DOLLAR-SCHILLING NEEDS—1955 GOA AUSTRIAN ESTIMATE 


Of the total amount requested for fiscal year 1955 ($2,655,000), it is estimated 
that $1,300,000 will be expended in dollars and that the balance, $1,355,000, will 
be used to purchase Austrian schillings from the United States Treasury. 


SELECTION OF EXCHANGEES 


Mr. Anversen. Before we leave this exchange of persons program 
that you mentioned, I would like a little information as to the actual 
method of operation. Who does the selecting of these people on the 
other side? 

Mr. Yosr. We have a representative of the exchange of persons 
progres here, and I would like to ask him to answer the question. 

Mr. Anpersen. Just what method is used in proceeding with this 
particular program ¢ 

Mr. Cottican. Weare responsible for the stateside operation of this 
program. 

In answer to ee question, sir, the people are selected in two ways. 
One can break them down for this purpose into two groups. We have, 
first of all, the so-called leader program. Those people are persons 
brought here for a short period of time, people of relatively high im- 
| sstery that cannot be away very long, aot they are selected on the 

asis of the recommendations which the Department receives from the 
Office of the High Commissioner in Austria. Of course, both there 
and here a good deal of advice is obtained in the selection from vari- 
ous interested and competent groups. 

With regard to the students, the scholars, the teachers, the selection 
of people is somewhat more complicated, as it would be. There are 
more steps involved. Ultimately, however, the responsibility for the 
selection and so forth rests with the Board of Foreign Scholarships 
here in Washington, which is appointed by the President of the 
United States under authority of Public Law 584. 
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SOURCE OF FUNDS FOR EXCHANGE PROGRAM 


Mr. Taser. Could you tell us how much more than the $339,000 is 
used for the exchange of persons in connection with Austria? 

Mr. Cotttean. I believe the total, sir, on page 92 is $375,000. 

Mr. Taper. Does any money come from other appropriations for 
that particular purpose ? 

Mr. Cotuigan. None, sir. 

Mr. Taper. None out of the State Department’s appropriation ? 

Mr. No, sir. 

Mr. Taser. There are no funds in the State Department appro- 
priation that are used for that particular purpose—the exchange of 
persons in Austria ? 

Mr. Wiper. I think the chairman may be referring to any people 
in your office that are financed from this appropriation. 

Mr. Cotntiean. That is included, insofar as it can be, in the $375,000. 
In our staff here in Washington we have 2 positions totaling $9,000, 
but that is within the $375,000. I might add this, sir, this program, 
as you know, is administered as part of a broader program, so really 
the administrative cost is quite low because it takes advantage of all 
the other resources that we have. 

Mr. Taper. Are there not other funds than this used in connection 
with either the sending of Americans to Austria or the sending of 
Austrians over here? 

Mr. Cottigan. Not to my knowledge, sir. 

Iam sure there are no other funds for the Austrian program other 
than those shown here. 

Mr. Wizper. There might be some FOA funds. 

Mr. Cotzican. We do not consider FOA as comparable, and that is 
why I did not mention it in that connection. 


TOTAL PERSONNEL 


Mr. Taper. Suppose that you give us a breakdown here of the total 
personnel, There seem to be 511 people set up here for the operation 
of this setup. I am wondering if you could give us the breakdown on 
that between the citizens of the United States and the indigenous per- 
sonnel. You give the number of overall employees, but you do not 
have a breakdown between the United States and Austria. I suppose 
the total of 15 are here in the United States. 

Mr. Transtrum. Yes. 

Mr. Taper. Now, of the 496, can you give us the number of indige- 
nous employees? 

Mr. Transtrum. Three hundred and sixty-three payroll positions 
would be indigenous, and 133 payroll positions would be American 
positions overseas. 

Mr.Taser. This consular activity takes care of all the consular 
activities in Austria ? 

Mr. Transtrum. That is right. 


CONDUCT OF RELATIONS ACTIVITY 


Mr. Taper. And the conduct of relations activity includes all the 
people in our ambassador staff and that sort of thing? 
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Mr. Yost. All the political and economic relationships and the 
Allied Council business. 


REIMBURSEMENTS FOR SUPPORT SERVICES 


Mr. Wizzer. In line with Mr. Rooney’s question yesterday, I would 
like to point out that this one-line entry, “Reimbursement for support 
services,” at the bottom of the page, has no personnel indicated. There 
are actually 5 positions that appear on the salary and expense roll and 
are financed under that heading. 

Mr. Taper. There are 5 positions in addition to the 15; is that 
correct ? 

Mr. Wier. That is correct. There is 1 in the Personnel Division, 
1 in the Legal Division, 1 in the Office of Finance, and 2 in the Office 
of Operating Facilities. 

Mr. Taser. That makes 20 altogether, and that is for that particular 


Mr. Wirzer. That is correct. 
Oversgas Non-Satary OPERATING Expenses, AUSTRIA 
BUILDING OPERATING EXPENSES 


Mr. Taser. I am going down through the list and taking the ones 
that seem to be increased. Building operation expense seems to be 
up $62,000. Why? 

Mr. Yost. That, sir, is a provision for anticipated Austrian legis- 
lation for a general increase in rents. The rents which we pay were 
established a number of years ago shortly after the war when the 
value of the schilling and the cost of living were quite different from 
what they are now. We are in fact paying rents which are far 
below the value of the properties at present price levels. 


COMMUNICATIONS 
Mr. Taser. Then you have communications going up $11,000. 


Why? 

Mr. Transtrum. The story is very much the same. The pay-as- 
you-go agreement was signed by the two Governments, the United 
States Government and the Austrian Government, in 1947, and dollar 
contracts were made at that time. Those dollar contracts have re- 
mained in force, but early this year, when the other three powers 
indicated their willingness to go off of occupation costs, it was agreed 
that everyone would try to leave the communications costs as they 
were actually reflected today, so that $10,795 increase is put in here 
to meet the communications costs as they exist today in relation to 
what they were in 1947. 


HOME LEAVE TRAVEL 


Mr. Taper. The home leave travel item seems to be up $16,500. 
Why? 

Mr. Transtrum. Last year we had quite a large reduction in force 
throughout all the Foreign Service. 

Mr. Taser. Your reductions in lapses do not seem to be anythi 
like the reductions in lapses last year. That would indicate instea 
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of your having home leave travel increased it should be less. I just 
do not follow that. 

Mr. TranstruM. The reason for that is, sir, that last year, because 
of the large reduction in the staff worldwide, which was reflected in 
Austria as well, many people eligible for home leave were unable to 
take it in order to provide continuity of work. So we figured on 
the basis of our records this year that we have 49 employees who are 
eligible for home leave in the fiscal year 1955. 

Now, on the assumption that they will be able to take that home 
leave with 60 dependents, it would cost the amount which is asked 
for in this budget. 


NUMBER OF INDIGENOUS AND AMERICAN PERSONNEL 


Mr. Taser. How many of the 573 in the current year are indigenous 
and how many are Americans? 

Mr. Transtrum. In the current year 177 actual employees were 
Americans abroad. 

Mr. Taper. This fiscal year ? 

Mr. Transtrum. Yes; and 519 were indigenous. 

Mr. Taper. 519? 

Mr. Transtrum. The payroll figure would be 422 indigenous and 
151 Americans on a payroll figure basis which would amount to 573. 

Mr. Taper. In other words, you started the year with 177 and got 
down to 151; is that it? 

Mr. Transrrum. Yes. 

Mr. Taper. Or is it something else? 

Mr. Transtrum. No, I think that is correct. 


HOME LEAVE TRAVEL 


Mr. Taper. The home leave travel covers termination, does it not ? 
Mr. Transtrum. No, sir, that is home leave. 


REDUCTION IN NUMBER OF PERSONNEL 


Mr. Taper. Separation and transfer travel amounts to $178,000. 
That was larger last year than the current year. Are you really 
expecting to reduce your personnel somewhat in the current year? 

r. TRANSTRUM. We expect to have it down to the budget figures for 
1955 by July 1. 

Mr. Taser. Of this year? 

Mr. Transtrum. This year. 

Mr. Taser. How many have you on the roll currently, both indi- 
genous and the United States? 

Mr. Transrrum. At the moment, as of April 15, we had 129 Ameri- 
cans actually on board and 390 indigenous on board. 

Mr. Taper. You are 4 short on United States and 27 over on your 


r. TRANstrUM. That is right. The four can probably be explained 
by assignments that have not reached the post. We are going to have 
to cut the indigenous down between now and July 1 to meet our 
budget figure. 
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Mr. ANpeRseN. Do you not always have vacancies in your per- 
sonnel 

Mr. Transtrrum. We are bound to. 

Mr. Anperson. And you make allowance for that in your budget / 
Mr. Transrrum., Yes. 


INFORMATION SERVICE 


Mr. ‘Taser. What about your information service! Is that as good 
as it was before, or is it better or worse? 

Mr. Yosr. We feel it is doing an excellent job. As you know, we 
have a big operation in Austria, and because of its critical position 
and because it is an occupied country, we have a radio station and a 
newspaper and we have 5 large and 5 small information centers. 

Mr. Taser. Do you need a newspaper? Are not the Austrians able 
to take care of their newspaper situation ? 

Mr. Yost. We are inclined to feel, sir, that the newspaper, par- 
ticularly in the case of serious Russian pressure, can serve a most 
important function. There are occasions when the Austrian press 
feels so insecure that it does not feel able to print all the news, and 
there have been times, and there may well be times in the future, when 
only the American newspaper would dare print certain facts. 

Mr. Gary, Is that ocen in the Austrian language? 

Mr. Yost. Oh, yes. The Soviets have an information program in 
Austria which is 5 or 6 times as large as ours. 

Mr. Anperson. What is the circulation of the newspaper that we 
put out ? 

Mr. Yosr. It is slightly over 100,000 today. 
Mr. Gary. Are you still translating and publishing books for them’ 
Mr. Yost. Yes, we are. 


MILEAGE ON AUTOMOBILES 


Mr. Tasers What about the mileage that you get on your auto- 
mobiles in a year? 

Mr. Transrrum. Well, on an average—lumping the vhicles together 
by passenger types and nonpassenger types—we run them around 
12,000 miles a year. 

Mr. Taser. Do you get pretty fair service out of them ? 

Mr. Transtrum. Yes. We probably do not get nearly the service 
we would in a country like the United States. The roads are not 
nearly so good. The cobblestone streets and the heavy traffic in the 
big cities, where most of the cars are concentrated, tend to reduce the 
mileage and the effectiveness of the cars. I would say the upkeep 
record of our vehicles is extremely ; 

Mr. Taser. I would rather be inclined to believe that is so. 
Mr. Transtrum. Yes. 


THE MOZART TRAIN 


Mr. Taser. Now, the Mozart train seems to be $50,000, the same as 
it was last year. Is that something you need ? 

Mr. Yosr. Yes. We do feel that is very important because of the 
factors that I was mentioning earlier—the possibility of interference 
with the movement of Americans from our zone to Vienna. This is « 
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military train, run by our military, with —— guards on it, and 
it is the only completely secure way of traveling through the Russian 
Zone. 

Mr. Taser. That means that you do not have anything but United 
States people aboard it? 

Mr. Yost. Yes. It is purely for our use. 

Mr. Taser. Now there seems to be a request for a new car at $3,600. 

Mr. Transrrum. That is for Germany. 


USE OF LOCAL CURRENCY 


Mr. Gary. Mr. Yost, you stated that you were going on a complete 
dollar program. Does that mean that you will not use any local 
currency next year ¢ 

Mr. Transtrum. No, sir, Mr. Gary. What that means is that the 
budget is based completely on a dollar basis. All of our allotments 
are made to us in dollars, but we use local currency bought from the 
Treasury with those dollars to the fullest extent we can. In other 
words, the amount of money necessary to pay indigenous salaries is 
released to our disbursing officer by the Treasury with a simultaneous 
transfer of funds from this appropriation to the Treasury, so the 
dollars go back into the Treasury and the Treasury releases local 
currency to us, and we spend it as local currency. 

Mr. Gaby. Now, of the estimated amount of $2,655,000 for 1955, 
how much of that will be paid ‘in local currency ¢ 

Mr. Transtrum. I made earlier a conservative estimate that 50 
percent of it would be paid in local currency, but I would like to sub- 
mit for the record more concise figures in that respect. 

Mr. Gary. As we understand, it will all be a dollar appropriation, 
but how much will actually be paid in dollars and how much will 
be paid in local currency ? 

Mr. Transtrum. We are going to submit that for the record. 

(Nore.—The information requested may be found on p. 82.) 


COMPENSATION OF INDIGENOUS PERSONNEL 


Mr. Anpersen. I would like to ask a question. How does the lo- 
cal compensation of the indigenous personnel, say for a mechanic 
such as would work on automobiles, compare in Germany and 
Austria ? 

Mr. Transtrum. I do not know the German rate. The average 
salary of our chauffeur-mechanics-garage-type employee amounts to 
about $980 per year. 

Mr. AnversEN. Will you get an answer and put that in the record 
for the German part for at 
‘ a Wiper. Yes. It is considerably more in Germany, almost 
ouble. 

(The information requested is as follows:) 


AVERAGE Salary RATE FOR CHAUFFEURS AND MECHANICS IN GERMANY 


The annual salary rate for chauffeurs and mechanics in Germany averages: 


Chauffeurs 
Mechanics 


1 
i 
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SOURCE OF LOCAL CURRENCY 


Mr. Gary. Again referring to the question of local currency, what 
is the source of your local currency ? 

Mr. Transtrum. The source of our local currency, sir, is the surplus 
property credit which has been on deposit with the Treasury for some 
time. 

Mr. Gary. They were the figures that you gave us, I believe, and they 
have already been put in the record in the Department of State 
hearings? 

Mr. Wizzer. Yes, broken down as to source—surplus property, 
lend-lease, war reparations, and counterpart and so on. 

Mr. Gary. And the statement you put in the record shows that 
broken down ? 

Mr. Wizeer. Completely. That is shown beginning on page 343 
of the Department of State hearings for 1955. 

Mr. Gary. That is all. 

Her Taper. Does anyone have any more questions? If not that will 
all. 
The committee will stand adjourned. 


Turspay, May 4, 1954. 


GOVERNMENT AND RELIEF IN OCCUPIED AREAS, 
DEPARTMENT OF THE ARMY 


WITNESSES 


MAJ. GEN. WILLIAM F. MARQUAT, CHIEF, CIVIL AFFAIRS AND 
MILITARY GOVERNMENT 

COL. ROBERT OUTSEN, DEPUTY CHIEF, CIVIL AFFAIRS AND MILI- 
TARY GOVERNMENT 

STUART T. BARON, DIRECTOR OF ECONOMICS AND FINANCE, 
UNITED STATES CIVIL ADMINISTRATION OF THE RYUKYU 
ISLANDS 

PAUL L. HOPPER, CHIEF, PROGRAM COORDINATION DIVISION, 
CIVIL AFFAIRS AND MILITARY GOVERNMENT 

STUART H. D. FREED, BUDGET ANALYST, BUDGET DIVISION, 

OFFICE, COMPTROLLER OF THE ARMY 


Ryukyu Isuanps 


Obligations by objects 


Object classification 1953 actual | 1954 estimate | 1955 estimate 


Direct Obligations 


Total number ef permanent positions. 
Full-time equivalent of all other positions._..........-. cantante 4 2 2 
Average number of all employees... 214 155 142 


Average salaries and grades: 
General schedule grades: 
Average salary $5, 204 $5, 156 $5, 148 
Average grade GS-7.7 GS-7.7 GS-7.7 

Crafts, protective, and custodial grades: 
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Obligations by objects—Continued 


| 
Object classification | 1953 actual | 1954 estimate | 1955 estimate 


Direct Obligations—C ontinued 


| 


Personal services: 
Permanent positions - 099, 595 | $795, 944 
Other positions ae : : } 16, 201 | 10, 300 | 
Regular pay in excess of 52-week base ___- 4, 188 3,072 | 
Payment above basic rates sity R24 118, 684 | 
Total personal services , 369, 808 928, 000 | 860, 000 
986 97, 250 94, 250 
Transportation of things | , 069, 21: 561, 500 
Communication services | 267 | 123, 667 123, 667 
Printing and binding -- 68, 500 51, 850 
Other contractual services - 70, 608 288. 870 316, 870 
Supplies and materials. : | as 568, 880 93, 313 
Equipment. | 101, 798 21, 000 | 10, 050 
Grants, subsidies, and contributions | 2, 500, 000 


Total direct obligations ‘ 10, 960, 529 2, 657, 667 4, 050, 000 


Obligations Payable Out of Reimbursements From 
Other Accounts 


Supplies and materials ey --| , 378 755 


Total obligations paya | 
other accounts - 755 


Total obligations 5 2,658,422 | 4, 050, 000 


Analysis of expenditures 


1953 actual | 1954 estimate 1955 estimate 


Unliquidated obligations, start of year ___ 
Adjustment in obligations of prior years 
Obligations incurred during the year 


$16, 452,897 | $1,977. 755 | $522, 000 


10, 859, 001 2,500,755 | 4,050, 000 


27, 311, 988 4, 522, 755 4, 572, ( 


Adjustment in obligations of prior years._.............._. 
Obligated balance carried to certified claims account 
Unliquidated obligations, end of year 


1, 040, 525 
1, 807 


‘ 
2, 303, 250 | 
1, 977, 755 522, 000 | 


| 

| 

| 

| 

| 

Deduct: | 


Total oad 21,988,651 | 000, 000 | 4, 150, 000 
Expenditures are distributed as follows: 

Out of current authorizations : 7 9, 454, 665 2, 050, 000 3, 700, 000 

Out of prior authorizations 12, 533, O86 1, 950, 000 | 450, 000 


Mr. Taper. We will begin this morning the hearing for GARIOA 
the budget estimate for which amounts to $4,050,000. Gentlemen, 
have you a statement you would like to make to us? 

General Marquart. With your indulgence, yes, sir; I have a state- 
ment I would like to read. It is a little more lengthy than I usually 
present to the committee, but the reason will become obvious, because 
the format of this budget is somewhat different from the previous 
ones, and therefore there will be a little more time required to explain it. 


OPENING STATEMENT 


Mr. Chairman and gentlemen, the Department of the Army request 
for funds in the amount of $4,050,000 for administration, reorienta- 
tion, and economic support of the Ryukyus Islands, exclusive of the 
Amami Gunto recently returned to Japan, has been submitted for 
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our consideration. Finances for the foregoing purposes have been 
urnished annually in amounts granted by the Congress under the 
appropriation titled “Government and Relief in Occupied Areas,” anc 
I believe the Ryukyus form the only remaining zone of United States 
international interest for which funds continue to be provided through 
this appropriation. It is the privilege of my group to present the 
justification for the funds request. 

You are fully informed on the terms of article 3 of the peace treaty 
with Japan, consummated in April 1952, under which the United 
States exercises administrative, legislative, and judicial authority over 
this area. The Department of the Army functions as the executive 
agency for the United States pursuant to an administrative directive 
issued by the Joint Chiefs of Staff. Civil administration duties are 
performed by a United States civil administrator, acting under a 

vernor who is the commander in chief of the United States Far 

ast Command. There are four major objectives toward which the 
civil administration directs its efforts. They are: 

(a) The rehabilitation of the economy of the island group remaining 
under United States jurisdiction to a degree which will permit a 
satisfactory standard of living which may be sustained by the resources 
of the Ryukyus independent of outside assistance. 

(6) The development of a sound internal financial structure directed 
toward the operation of regional governmental activities within the 
concept of a balanced budget. 

(ec) Providing guidance in democratic principles of provincial and 
local self-government and according the fullest freedom of action in 
this field compatible with the military and political interests of the 
United States in the area. 

(d) Assisting in the improvement of educational advantages in order 
to make possible a comprehensive understanding of political, economic, 
and technological progress achieved by the free world during the past 
decade and to make possible the restoration of the traditional cultural 
standards of the islands. 

It is to be noted that the peace treaty recognizes ‘residual sover- 
eignty’’ of Japan but that recent pronouncements of the President and 
the Secretary of State unequivocally indicate the intention of the 
United States to maintain the authority now exercised in this strategic 
area pending the establishment of enduring conditions of peace and 
stability in the Far East. 


ECONOMIC AID 


Immediately subsequent to World War II, the United States 
GARIOA support to the Ryukyus was integrated with that of Japan 
and it is somewhat difficult accurately to evaluate the precise input 
of funds; although estimates are available for your information if 
desired. Beginning in United States fiscal year 1950, appropriations 
of GARIOA funds for direct support of the Ryukyus were initiated 
and the amounts contributed for economic aid only were: 


United States fiscal year 1950 
United States fiscal year 1951 
United States fiscal year 1952 
United States fiscal year 1953 
United States fiscal year 1954 


Million 
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Mr. Taser. Was that all that was contributed in that period? 

General Marquart. No, sir. I have another table below. These 
were for economic aid only. 

Mr. Taser. All right; proceed. 

General Marquart. For United States fiscal year 1955, the request 
for funds, exclusive of those for support of United States administrative 
activities and reorientation, was submitted in the value of $2.5 million. 


REORIENTATION AND ADMINISTRATIVE COSTS 


The funds appropriated for reorientation and administrative costs 

of United States administration are as follows: 

United States fiscal year 1950 

United States fiscal year 1951 

United States fiscal year 1952 

United States fiscal year 1953 

United States fiscal year 1954 

Requested United States fiscal year 1955 


! Includes $155,600 reimbursement to Army funds for logistic support to USCAR. 


May I indicate that the reason I tabulated these is to show the 
decrease, the rapid decrease, in the request both for funds for economic 
aid and funds for reorientation and administrative costs? 

Mr. Taser. What is USCAR? 

General Marquat. United States Civil Administration of the 
Ryukyus. 

(Discussion held off the record.) 


SOURCE OF INCOME FOR RYUKYUS 


General Marquart. As indicated, these categories of funds pro- 
gressively have declined at rates indicating a most effective application 
of United States aid toward the goal of improving the capacity of the 
Ryukyus to support themselves. Of course, payment by the military 
forces for indigenous currency required for its uses, including sales to 
personnel, and similar purchases by private foreign contractor and 
business 8, create a source of dollar income to the Ryukyu dollar 
commercial account. Exports of commodities provide a limited supply 
of dollars. 

TYPES OF FUNDS CREATED 


In the a. when the United States used appropriated funds for 


essential supplies for consumption within the Ryukyus economy, the 
United States administrative authorities required that the local cur- 
rency received from the sale of these goods be deposited in an in- 
digenous B yen fund. No part of this fund is, or has been, used to 
meet Uni States requirements for indigenous currency since all 
domestic yen required Yor any United States purpose is purchased 
with dollars. 

Mr. Taser. From where? 

General Marquart. You mean the dollars furnished, sir? 

Mr. Taser. No. Where do they go? The yen is purchased from 
where? Is it purchased from the United States Treasury or from 
somebody else? 

General Marquart. From the civil administration of the Ryukyus. 
It does not come under section 1415, as an asset of the United States 
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Government. It is an asset of all of the Ryukyus, administered |y 
the United States. We take dollars and buy the yen we require for 
any purpose, and then those dollars go into their foreign exchange 
account, and the yen so purchased is used for our purposes. 

That is purposely done so as to avoid any United States ownership 
of such assets. 

Mr. Taser. Continue. 

General Marquart. The local currency fund is employed to pro- 
vide budget reinforcement of the GRI and of its political subdivisions 
for required activities for which indigenously accrued revenues are 
not available. 

Mr. Wiae_eswortnh. What does that mean? 

General Marquart. That means this fund, similar to a counterpart 
fund, is used to finance activities and developments within the 
country which it is not able to support from its own generated reve- 
nues. The GRI has a deficit economy still, and the value of dollar 
imports was converted into yen, which is used to reinforce the 
economy. 

Mr. Wiaciesworrn. GRI is government of the Ryukyus Islands? 

General Marquart. Yes, sir. 

Capitalization of financial institutions, long-term credit needs, 
important construction projects, support of education, and similar 
demands are met through this procedure. 

Thus, in the past the import of commodities was translated, at full 
dollar values at the conversion rate of 120 to 1, into an indigenous 
currency fund to meet financial needs which the income of the govern- 
ment of the Ryukyus or its local subdivisions could not supply from 
their own revenue sources. The payment of dollars for goods and 
services rendered to the United States agencies in the construction and 
operation of the military defense outpost has contributed to the foreign 
exchange accumulation which was utilized to reduce progressively the 
requirement for United States appropriations. 

lowever, this very efficient operation has not served to make the 
Ryukyuan Islands fully self-supporting. Large-scale construction has 
been essentially for the Military Establishment and has not resulted in 
an increase in the islands’ gross national product to the extent that the 
relatively high level of local governmental services required to meet 
both the needs of the local population and the military force can be 
financed by GRI resources. In other words, as commodity imports 
from United States appropriated funds terminate, the domestic 
currency fund, essential to the supplementation of indigenous revenues 
—_ to provide these services, disappears. As United States 
military construction nears completion, the employment of certain 
types of skilled and common labor is reduced. Part of this may be 
compensated for by increases in the United States requirement for 
operational native personnel, but there will remain a relocation prob- 
lem to be solved. Since the population normally has been engaged 
predominantly in agricultural and fishing pursuits, it is logical that, 
insofar as practicable, they should be returned to these activities. 

All of this adds up to the fact that the future approach to GARIOA 
budget requests must be revised. It must recognize the need for 
anticipating the resettlement of natives who have been removed 
from their land and employed as construction laborers. It must 


I 


93 


contemplate the need for land reclamation to increase food production 
so as to reduce the dollar value of the annual import program, cur- 
rently in the order of magnitude of $60 million. It must recognize 
the need for funds to support the various services rendered either in 
special character or in greatly increased volume due to the presence 
of United States military personnel in the islands. It is obvious 
that an areawide public-health program of considerably greater 
magnitude than the GRI can support will be required to prevent the 
contamination of the military forces and jeopardizing their combat 
efficiency. Other areas similarly important in this respect are police, 
customs and immigration, navigational aids, communications, and 
weather services. 
EDUCATIONAL STANDARDS 


It is unnecessary to dwell upon the need for contributing to the 
advancement of educational standards before this group. It is 
worthy of special note, however, that the restoration of education to 
its prewar standards has lagged behind other high priority objectives. 
The friendliness of the native population for the United States, and 
the consequent loyal contribution to our purposes, best can be de- 
veloped through educational processes. It is essential to emphasize 
that the intent of the educational program, as stated before, is to 
reorient the people of these islands to the political, economic, and 
technological developments that have occurred in the rest of the 
free world from which they have been isolated in the recent past. 
It is to qualify them to recognize the percepts of democratic procedures 
and to understand the improvements in method required to make 
them competitive in the commercial world of today. All of these 
are prerequisites to the development of understanding the philosophies 
of the anti-Communist world and the purposes of the United States 
in maintaining military defenses at strategic points around the globe. 


CHANGE IN BUDGET FORMAT 


Because the format of this justification differs from previous 
presentations, I felt that it would serve a useful purpose if I reviewed 
the reason for this at the very outset. 


WITHHOLDING OF 1954 FUNDS FOR ECONOMIC AID 


Before outlining the details of this program, it is opportune to inform 
you that the $2.5 million estimate for economic aid as submitted is 
subject to reduction by $600,000. This amount was administratively 
withheld from the fiscal year 1954 appropriation sometime around 
the middle of the fiscal year. Just prior to the final quarter, an appeal 
was made for the release of the suspended $600,000 for procurement 
of much-needed supplies, the economic effect of which would be 
realized in United States fiscal year 1955. This was done, in conse- 
que of which it is now possible to reduce the request for the coming 

scal period by an equal amount. I submit for your reference a 


letter from the Assistant Secretary of the Army (Financial Manage- 
ment) stating the foregoing circumstances. 

Mr. Taser. While you are at it, would you tell us which number 
of your project numbers this particular $600,000 was held out of? 
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General Marquart. Yes, sir. It will be held out of the Govern- 
ment services. 

Mr. Taser. Government services? 

General Marquart. Yes; project No. 440. 

Mr. Taser. There wasn’t anything in last year for that purpose? 

General Marquart. No, sir. 

Mr. Taper. Out of which item in the funds which were given you 
last year was that held out? 

General Marquart. Well, last year, Mr. Chairman, as mentioned, 
this support for these particular services was given by the 

Mr. Taser. Look at page 6 and tell me which one of those items 
in the 1954 picture that was held out of. 

General Marquat. You mean was withheld from? 

Mr. Taser. The $600,000. 

General Marquart. Yes. That was from 130, petroleum and petro- 
leum products, $670 thousand in 1954; plus, of course, transporta- 
tion costs for petroleum imports. 

Mr. Taser. You mean part of it? 

General Marquart. Yes. 

Mr. Taser. Part was transportation and part was—— 

General Marquart. POL; that is petroleum, oil, and lubricants, 

Mr. Taser. You do not know how much out of each? 

General Marquart. Mr. Baron states it was approximately 50-50, 
sir. 

Mr. Taser. All right. Perhaps we had better put this letter in 
the record at this point. 

I will first ask you to read it, General. 

(General Marquat read the letter which is as follows:) 

DEPARTMENT OF THE ARMY, 
Orrice, AssisTaANtT SECRETARY, 
Washington, D. C., April 27, 1954. 
Hon. Joun Taser, 
Chairman, Committee on 
ouse of Representatives. 


Dear Mr. Taser: The Department of the Army has transmitted an appro- 
priation request to your committee covering ‘““Government and relief in occupied 
areas,”’? Army (GARIOA), activities for fiscal year 1955. The request outlines 
requirements totalling $4,050,000. Subsequent to this submission the Bureau 
of the Budget notified the Department of the Army that $600,000 of fiscal year 
1954 GARIOA funds, previously withheld by administrative action, would be 
released for obligation in the current fiscal year. 

This release of funds in the fourth quarter of the current fiscal year projects 
the economic benefit gained therefrom into the forthcoming fiscal year. 
corresponding reduction in fiscal year 1955 requirements appears to be in order. 
It is requested, therefore, that a reduction of $600,000 be made in the fiscal year 
1955 estimate. 

At the time of the appropriation hearings, a schedule will be furnished the 
committee indicating activities to absorb this reduction. 

Sincerely yours, 
Grorce H. Roperick, 
Assistant Secretary of the Army (FM). 


POPULATION OF ISLANDS 


Mr. Passman. Would it be in order to insert in the record the 
rod of islands in this particular chain and the population of each 

an 

Mr. Taser. We ought to get that before we get through. 
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General Marquart. I will refer that to Mr. Baron. 

Mr. Baron. The main island of the Ryukyu Islands is the island of 
Okinawa. That has approximately 630,000 people on it. It is sur- 
rounded by a large number of relatively small islands. 

There are two other major groups of islands in this chain. One is 
the Miyako group. The island of Miyako is approximately 200 miles 
to the south of Okinawa. 

The island of Miyako has on it approximately 75,000 people. 

Approximately 100 miles to the south and east of the Miyako group 
is the Yaeyama group, composed of two major islands, the islands of 
Ishigaki and Iriomote, which contain a population of approximately 
45,000 people. 

There are approximately 90 islands in the entire chain, most of 
them small islands. 

Mr. Passman. The total population is what? 

Mr. Baron. Approximately three-quarters of a million. 

Mr. PassmMaNn. That is native population? 

Mr. Baron. That is correct. I have not included the Amami 
group, which is the northern group of islands returned to Japan on the 
25th of December 1953. 

Mr. Taser. There is nothing involved for them? 

Mr. Baron. Nothing involved for them; that is correct. 

Mr. Davis. Does the Amami group comprise something on the 
order of 40 islands and a quarter of a million people? 

Mr. Baron. That is correct. 

(Discussion held off the record.) 


POSSIBILITY OF TERMINATING ECONOMIC AID 


General Marquart. The $1.9 million of economic aid represents the 
original request of $2.5 million reduced by the $600,000. Continuing 
references in this discussion will be to the $1.9 million we are now 
requesting. 

Mr. Gary. Off the record. 

(Discussion held off the record.) 

Mr. Taser. I have in front of me the hearings for last year, and I 
have Mr. Baron’s statement in answer to a question by Mr. Davis, 
right down below the middle of the page, 


I might mention in this regard that this is right in the midst of a changing 
condition in the Ryukyus Islands. We are rapidly approaching self-sufficieney. 
The activities in the economic field have paid off in developing this self-sufficiency. 


Then it continues: 


At the same time the United States, in the form of its military operations, 
received a great deal of services from this Government of the Ryukyus Islands. 


Then over on the next page there Mr. Baron states, still in answer 
to a question by Mr. Davis: 


Mr. Davis. What can we expect in the foreseeable future as to what you would 
determine a normal United States contribution for this area once we assumed 
that the military construction program has been completed? 

Mr. Baron. You are speaking from the economic field, are you not? 

Mr. Davis. Yes. t 

Mr. Baron. We hope from the economic area that we can in the future balance 
our earnings with our expenditures and there will be no economic aid necessary 
from the United States Government. 

Mr. Davis. That is through this appropriation? 
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Mr. Baron. Yes. Through this appropriation we do not expect to have 
out-and-out economic aid for a meeting of the deficit in the economy, meaning 
that they must have relief money. 

Perhaps we might just as well face that situation now. 

General Marquart. Well, Mr. Chairman, I think I made a state- 
ment therein that I did not agree that termination of the economic aid 
was possible immediately, although, as Mr. Baron said, it certainly js 
the objective, and the rapid decline in requests for economic aid indi- 
cated an approach toward self-sufficiency. 

That, Mr. Chairman, was the reason why I took your valuable time 
to explain this morning that as our economic aid declines and the use 
of this indigenous B-ven fund to support the requirements for domestic 
capital investments disappears, we have to take a new approach to 
the budget request until the national product of the Ryukyus is 
built up to the actual extent to make them completely self-sufficient. 
Since we have discontinued the shipping of supplies, dollar value of 
which goes into the creation of domestic currency to support their 
activities, including the additional services rendered because of our 
presence there, we feel that we must ask for some form of assistance. 

As I continue in my presentation you will find that we are asking 
for money for land reclamation, which is certainly in the direction of 
both relocating the population and increasing food production. The 
latter would decrease the need for dollars for the import program. 


DOLLARS FOR SCHOOL CONSTRUCTION 


For education we elected to reconstruct the school buildings which 
have been destroyed, so we request you to approve a budget for con- 
struction of school buildings, because that would impress the natives 
with the fact that we are doing something practical for them, and re- 
lease yen funds, which otherwise they would put in school construction, 
for use both in the operation of the educational program and for such 
other indigenous obligations as they would be required to meet. 

In the conduct of education, for example, you have to go into the 
salaries of teachers, and things of that nature. We felt that was a 
tenuous area in which we would not want the United States to be 
directly involved. 

Still, teacher salaries is a problem if you are going to restore educa- 
tion. Constructing the schools creates a monument to the United 
States, and actually has developed a full concurrence of the native 
government in applying the yen savings which they accrue by our 
constructing schools to meet the other operational and construction 
activities which they must undertake. 

They build part of the schools themselves—and Mr. Baron will go 
further into that if you have any further questions. 

The answer to your question, sir, is that they have not yet reached 
the point, although they have approached closely to it, where our 
assistance is no longer necessary. 

As soon as they do reach that point, of course, we will terminate 
aid requests, as Mr. Baron said. 

Mr. Forp. I presume we will have other detailed explanation of 
the operations of the B-yen fund, Mr. Chairman, the extent of the 
funds available other than those disbursed over the last several years? 
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General Marquart. That will be very important and | will call on 
Mr. Baron for the answer to that. 

Mr. Forp. Last August when I was there it seemed to me they had 
a substantial amount of funds available which in effect are counter- 
part funds, are they not, at least generated in the same way? The 
net result is identical? 

General Marquart. Yes, sir; the result is very similar. We do not 
call it a counterpart fund. We call it a B-yen account. This B-yen 
has no value internationally. It is merely a currency within the 
islands. 

Mr. Gary. Off the record. 

(Discussion held off the record.) 

Mr. Taser. You may proceed, General, with your statement. 


PURPOSES FOR WHICH ECONOMIC AID IS REQUESTED 


General Marquart. With the $1.9 million of economic aid requested, 
it is intended to support directly Ryukyuan activities in three general 
areas—land reclamation, school construction, and government serv- 
ices. 

LAND RECLAMATION 


Land reclamation, now planned and underway, will provide a 
livelihood for many Ryukyuans and increase local food production 
so as to reduce the need for imports. The $695,000 requested should 
result in an increase in annual rice production of approximately 3,000 
metric tons. 


Seventy thousand tons is the annual consumption. 
Mr. Taser. Suppose you give us their current production. 
General Marquart. Approximately 30,000 tons. 


SCHOOL CONSTRUCTION 


The education aid request is intended for the construction of schools. 
Total classroom requirements are estimated at 5,000. By July 1, 
1954, 3,400 classrooms will be available for use, leaving a balance of 
1,600 to meet the actual need. At a cost of $3.24 per square foot, the 
$930,000 requested will permit the construction of 400 classrooms, 
leaving a residual requirement for 1,200 more. The improverrent of 
educational facilities is especially significant at the moment since it 
has been established that Japan will concentrate upon the restoration 
of educational institutions in the recently reverted Amami Group 
which could contribute to the development of pressures for the rever- 
sion of Okinawa if the United States could be charged with neglecting 
this consideration in the areas under its administration. 

While it would be possible to support some other essential Ryukyuan 
activity with United States aid funds and thereby divert more native 
resources to school construction, the positive identification of the 
United States with building of schools in the area is considered to be 
of immense psychological and political value. Implementation of 
the proposed program would free indigenous funds for operating the 
educational program and for other government functions otherwise 
requiring additional United States support. 


GENERAL GOVERNMENT SERVICES 


The third area to be supported with United States aid is that of 
general government services. It is estimated that the additional 
services required by reason of the presence of United States forces in 
the islands will cost the Ryukyuan Government the approximate 
equivalent of $1,500,000. Most of this cost will be met by internally 
generated Ryukyuan Government revenues. It is in this area that we 
propose to deduct the $600,000 from the $875,000 requested in the 
original fiscal year 1955 budget presentation thereby reducing the 
request to $275,000, or 18 percent of the estimated cost of these 
services. 

Under the civil information and education request, an exchange of 
— and a civil information and education program are proposed. 

uch progress has been made in the civil information and education 
field. Estimates to continue this program have been calculated at 
$96,000 less than in fiscal year 1954. In the exchange of persons por- 
tion of the program, rising living costs and higher administration fees 
directly influence the rate at which reductions in the cost of this pro- 
gram may be accomplished. These factors have made it necessary 
to reduce both the student and national leader numbers in order to 
keep the total requested within $275,000. 

Administrative requirements for the Ryukyus for fiscal year 1955 
actually have been reduced by about $57,000. Of this amount $52,000 
is in personnel reduction. The increase in total requirements for inci- 
dental operating expenses to $155,000 is occasioned by a decision 
requiring reimbursements to military funds of costs of logistical sup- 
port to the United States Civil Administration of the Ryukyus 
(USCAR). This is a transfer of funds within United States agencies 
and has been considered in the formulation of the Ryukyuan Com- 
mand military budget. 

I am most appreciative of this opportunity to present an opening 
statement. Members of my staff available to discuss details of the 
budget request are Mr. Stuart T. Baron, who is a representative of 
the United States Civil Administration staff in the Ryukyus, who has 
been in his present capacity for 3 years; Col. Robert Outsen, my 
deputy, who has been closely associated with the development of the 
information and education program from its inception; and Paul L. 
Hopper, who heads the budget section of my office, also is present. 

I thank you. 

Mr. Taper. You have here an increase in the neighborhood of 
$350,000 after the use of the $600,000 which was salvaged out of last 
year’s appropriation. 


FUNDS TRANSFERRED TO THE ARMY 


You are transiecsing $157,665 to the Army, ‘‘Maintenance and 
operations,” this year? 

General Marquart. No, sir. ‘ 

Mr. Taper. Is that the same thing as the incidental operating 
expenses, $155,000? 

General Marquart. No, sir. 

Mr. Taper. What is proposed to be transferred this coming year? 

General Marquart. A sum of $2,000 was in the 1954 appropriation 
and $155,000 requested this year, making a total of—— 
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Mr. Taser. Will the $155,000 go to the same place that the 
$157,000 went this year? 

General Marquart. It was a comparative figure. There was no 
money transferred last year. 

Before, in 1954 and 1953, there was none. 

Are you looking, sir, at page 6? 

Mr. TaBer. Yes. 

General Marquart. The purpose of the presentation on page 6 is to 
show that if the budgets in 1953 and 1954 were presented on the same 
basis as this one, with these transfers, the difference between the re- 
quest of $3,257,667 in 1954, and $3,450,000 in 1955, is $192,300. 
That is actually the difference if the previous budget was referred to 
the same basic premise as this one. 

Mr. Taser. Then why wouldn’t the Army transfer it this year as 
well as last year? 

General Marquart. It was considered a military expense until a 
decision was made that the logistical support of the United States 
Civil Administration would be refunded to the military. 

This figure, by the way, is an estimate. We are still trying to work 
out all of the details associated with the actual costs of maintaining 
the USCAR operation, which were funded by the Army originally. 


LAND RECLAMATION 
RICE PADDIES 


Mr. TaBer. There seems to be an item here involving 7 million 
pounds of rice, which shows on page 22 of your justifications, showing 
a value of $636,000 and an estimated cost of $694,000. 

Why would you get such a thing as that? 

Mr. Baron. The $694,000 is the estimated cost of the land develop- 
ment projects which we are requesting in this budget. 

The 7 million pounds of rice is the amount of rice that the new land 
which will be developed under these projects, the annual production 
of that land in terms of rice. The land that will be developed will be 
rice-paddy land. 

Mr. Taser. Do you expect to produce enough rice in a year to pay 
for $650,000? 

Mr. Baron. It will take approximately 3 to 5 years before this land 
gets completely in production after the construction of the dams and 
the canals and the building of the rice paddy itself. 

Mr. Taser. What kind of an economy did they have before? 

Mr. Baron. Agricultural economy primarily. 

Mr. Taser. Did they have the land under intensive cultivation? 

Mr. Baron. Yes, sir; they did. However, a great portion of the 
land now is under the occupation by the United States forces for 
military bases. 

Mr. TABER. You mean the biggest part of the land is used for that 
purpose? 

Mr. Baron. Not the largest part of the land but some of the choice 
land used for this, which used to be rice paddy and agricultural band, 
which is actually under the operation of the United States at the 
present time. The United States had to take 
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Mr. Taser. Why would they take rice paddy land instead of 
something else? 

Mr. Baron. The airbases, and there are approximately 8 airfields 
on the southern part of the island, had to be put in areas where it was 
nonmountainous. The northern parts of the island are almost ex- 
clusively mountains and very sparsely settled. In the northern part, 
everything approximately north of where the complex of the United 
States Air Force bases—— 

Mr. Taser. What land are you going to develop? 

Mr. Baron. We are developing land primarily in the southern 
part of the island which has not been developed previously by the 
damming up of water, and then providing canals, and then providing 
water for level land. 

A lot of the land that is going to be developed presently is raising 
crops such as sweetpotatoes. But the crop of rice is a much more 
valuable crop for their purposes, and the only thing which has to be 
done to change that land from sweetpotato land, say, to riceland, is 
the addition of water. 

We have approximately 80 to 90 inches of rain a year. It rains 
about 100 days out of the year there. A relatively small watershed 
can provide enough water to irrigate substantial portions of land. 


EMPLOYMENT OF INDIGENOUS PERSONNEL 
AVERAGE WAGE 


Mr. Taser. There is a very large item of money being spent all 
the time by our troops over there and by the Government for the 
purpose of maintaining them, and very considerable employment. 

Mr. Baron. That is correct, yes. 

Mr. Taper. At good wages? 

Mr. Baron. Depends on what you call good. The average wage 
is approximately $30 a month to the head of a household, which is 
rather small I would say. 

Mr. Taser. It is a larger wage than they have been used to, is it 
not? 

Mr. Baron. Before they were hardly ever employed. They were 
operating farmers, almost exclusively operating farmers on a small 
patch of ground. 

Mr. ANpeRSEN. The $30 wage is above that generally in effect in 
“— for labor, is it not? 

Mr. Baron. No, I do not believe it is above that. 


Mr. AnprerseEn. It is my recollection that wages paid to the people 
working in these renovation prae on trucks and jeeps and such near 


Yokohama was approximate 
I may be mistaken. 

Mr. Baron. The $30-a-month wage is the one which fits for the 
head of a family. For example, some of the wages go down to approx- 
imately $10 a month for single persons, unskilled labor. 

Mr. AnprersEN. As the chairman said, though, comparatively it is 
a4 fairly good wage for indigenous people, is it not? I am referring to 

e $30. 

Mr. Baron. We just went to $30 a month by having a 17 percent 
wage increase after a survey by the Army Air Force Wage Board there. 


y $18 or $20. That is my recollection. 
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They decided to bring it up to 17 percent higher, which brings it 
right up to around $30 per month. 


NUMBER OF INDIGENOUS PERSONNEL 


Mr. Taser. How many would you say we were employing in 
Okinawa? 

Mr. Baron. Runs between sixty and seventy thousand people. 

Mr. Taser. We are employing that many in connection with our 
military forces? 

Mr. Baron. Operations there, including construction activities. 

Mr. WiaeLeswortH. You mean natives? 

Mr. Baron. Native people, yes. 

Mr. Taser. And that means 10 percent of the population, at least? 

Mr. Baron. That is correct. 

Mr. Taser. Would that mean 50 percent of the heads of families? 

Mr. Baron. I wouldn’t say it would be 50 percent of the heads of 
families. Many of the employees are young girls and young boys 
who are engaged, for example, in driving trucks, driving sedans, 
being maids in homes, working as clerks in offices, and so forth. 
There are many, many young people hired in this particular operation. 

Mr. Taser. But these people all have funds carried in there which 
go to help the economy of the people as a whole? 

Mr. Baron. That is correct. I would say that the economy is, 
of necessity, based upon the aid to the military operation there. It 
can no longer be the prewar agricultural economy because the land 
just does not exist, and there were approximately 200,000 people 
repatriated to Okinawa area from the mainland of Asia and from the 
other islands of the South Pacific. 

They were brought back to Okinawa if they originally came from 
Okinawa as a matter of United States policy. 

Mr. Taper. The average wage that these 60,000 to 70,000 people 
employed by the military get would run $20 or $25, would it not? 

Mr. Baron. Somewhere in that neighborhood; ves. 

Mr. Taner. Suppose we call it $300 a year, taking the $25 figure. 
That would be about $21 million poured in there. 


SCHOOL CONSTRUCTION 


In the old days did they have schools throughout the area? 

Mr. Baron. Yes, sir; they did. 

Mr. Taser. Were they fairly good buildings? 

Mr. Baron. Yes, sir; they were. Many class A cement structures 
were built there by the Japanese Government. 

Mr. Taner. What sort of school buildings are you in process of 
constructing, or planning to construct? 

Mr. Baron. We are planning on constructing a school building 
which is made of cement blocks and, generally speaking, with a 
cement slab roof. Remember that the island of Okinawa is hit by 
several typhoons usually every year. 

Originally back in the 1950’s there was a program of putting up 
schools made of wood, which is slightly cheaper, but they deteriorate 
so fast in the area there that it turned out to be much better to 
produce the schools out of a cement block. 
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They can do this for approximately a cost of $3.25 a square foot. 
It makes a reinforced cement block school. 

Mr. Taser. Would $30 a month be the peak charge that you 
would have for the labor which goes into the making of cement 
blocks, laying them, and building the schools? 

Mr. Baron. You mean the highest price? 

Mr. Taser. Would that be about what it would cost for that labor? 

Mr. Baron. That is correct. 

Mr. Taser. Is the labor at all efficient? 

Mr. Baron. Yes, it is efficient, in the sense that you use a great 
many more people on a given construction job in the Orient than you 
= in the United States. However, by Oriental standards it is rather 
efficient. 

Mr. Taser. Why do you use a lot more labor than you do here? 

Mr. Baron. Orientals are just used to having large amounts of 
hand labor in doing any particular construction project. 

Mr. Taser. You mean they do not use the machines which we 
use here for making cement blocks? 

Mr. Baron. They use the form but generally speaking hand labor 
is used to mix the cement and the sand, bringing in the water, forming 
the block and putting it up. 

Mr. Taser. The laying of the blocks is done by Okinawans? 

Mr. Baron. Yes. All activity in building a schoolhouse, every 
bit of the work, will be done by an Okinawan. 

Mr. Taser. Frankly I just do not understand why, with that price 
of labor, school construction should run $3 a square foot. 

m Mr. Baron. That is approximately a fifth of what it is in the United 
tates. 

Mr. Taper. It might be, but 

Mr. Baron. The United States is building a more elaborate school, 
of course. However, one of the biggest costs is for the cement itself, 
plus the fact that it must be reinforced by steel. 

Both of those items must be imported from other areas, and gen- 
erally they are imported from Japan, being the closest supplier of 
those items. 

But the loss of efficiency by not using the machines that are available 
in the United States makes a considerable difference in the cost; 
because you have to use a great number of laborers who get a much 
ower salary, but there are many more of them. 


PREWAR LAND RECLAMATION PROGRAM 


Mr. Taser. Was there any such thing as reclamation projects, 
dams and canals and that sort of thing, in Okinawa in the old days? 

Mr. Baron. Oh, yes. Practically all areas of the paddy land are 
supported by the reclamation projects built at some time or the other, 
and most of them were built prewar. During this period—these last 
few years—there have been some built over there that are in opera- 
tion now. 

Mr. Taper. What sort of climate do you have there? 

Mr. Baron. Generally a mild climate—heavy rainfall and high 
humidity; 80 or 90 inches of rain a year, approximately. It is a 
humid climate. It never gets down to freezing. Thirty-eight degrees 
is probably the lowest it gets and 90 degrees is probably the hottest. 
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HEATING OF SCHOOL BUILDINGS 


Mr. Taser. It is not customary to have school buildings heated? 

Mr. Baron. No, sir, it is not, although buildings are heated. It 
gets cold enough to heat buildings, but the school buildings are never 
heated. There is no custom to heat school buildings over there. 


ABILITY OF RYUKYUANS TO BUILD SCHOOLS AND LAND RECLAMATION 
PROJECTS 


Mr. Taser. Are they not able to build these schools and reclamation 
projects themselves? 

Mr. Baron. Well, in my opinion, they do not have the capital to 
do allof this. There are a great many things to be done to rehabilitate 
the damage suffered during the war. I would say that this area 
was probably as completely destroyed as any area on the face of the 
globe—and I am speaking now of the southern part of Okinawa. 
The battle raged over the entire southern part of this area and almost 
literally no buildings were left standing. Nothing was left. The 
rehabilitation required is substantial. 

There are many, many things still to be done that are not even 
touched in this appropriation. Mainly it is the housing of individuals. 
They are not anywhere near housed at the present time up to the 
standards they were housed before the war. A lot of the houses have 
been built up, but the majority of it is still the housing that was put 
up right after the termination of the hostilities, mainly out of materials 
that were scrounged, I might say, disused military supplies. Cities 
have to be rebuilt over there. 

Mr. Taser. I am now going back to page 3 of the general’s state- 
ment. I notice in 1950 there was a total of $52 million spent. 

In 1951 there was a sum total of almost $39,500,000. 

In 1952 it ran $15,500,000. 

Now, with the school situation you describe here, it would seem as 
though they had plenty of money already to rehabilitate the schools. 
It would seem that they had had enough to cover the reclamation 
projects that you have described. I wonder why that is not so. 

Mr. Baron. Mainly, large sums of money were used to literally 
house and clothe and feed the people before they were able to earn 
their own living at all. 

It also provided a certain construction activity such as a refrigera- 
tion plant for handling fish. 

It also constructed the harbor facilities destroyed over there. 
They had to be rebuilt. Rather extensive harbor facilities were 
required for commerce between there and Japan, and the fishing 
fleets that go out from Okinawa. There was a lot of aid given in the 
rebuilding of the roads that were destroyed there at that time. 

That money was used for that type of construction in those areas. 
They also developed a sugar mill to process sugarcane, which is existing 
right now. We have emphasized mainly the development of the eco- 
nomic resources of the community rather than the school building 
requirements. School buildings have been put off, in effect, as being 
not absolutely essential to the restoration of the economy. 

Mr. Taser. They never had any refrigerating plants there before; 
did they? 
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Mr. Baron. No, sir; they did not have the refrigeration capacity 
that they have at the present time. However, their protein require- 
ments were supplied to a large extent by beef and hogs which the 
area is not able to support now in the same number that they had 
before because of the existence of the United States on much of the 
agricultural land over there. 

We have deliberately increased the fish production on that island. 
When it was under Japanese jurisdiction the Japanese probably kept 
the Okinawans out of that picture as much as they could in order to 
hold it for the main Japanese fishing fleet based on Kyushu, the south- 
erly most island of Japan. This is a relatively new system there and 
it is paying off in the sense that more fish are being brought in at all 
times. It is available the year round. The Ryukyus are not 
dependent upon the schools of fish coming close to the island. The 
only kind of fishing previously was inshore, and also for many days at 
a time fishing boats were prevented from going out because of the ty- 
phoon conditions. Now, if a typhoon comes they just open the 
refrigeration lockers. When fishing weather is bad they can open up 
the lockers and supply the frozen fish to meet the demands of the 
public. 

OBLIGATIONS AND EXPENDITURES 


‘Mr. Taser. I would like to have you look a minute at some of 
these figures. (Reference to justification.) 

We have figures here for 3 years on page 6. I would like to have 
you look at page 3. I note that you have the largest figure, the 1953 
figure, the total expenditure, without the transfer to the Army opera- 
tion of $157,000, and without the other figures below that, you have 
$8,800,000 in the block up above and $1,800,000 in the block below. 
The total is $10,600,000, and the total of the expenditure figure indi- 
cated is $10,908,000. In other words, the two sets of figures do not 
jibe. I wonder if there is any explanation for that. There may be 
some reason for it. I do not know. 

Mr. Baron. The probability is that this document in the prepared 
paper is based upon the very latest information regarding the thie 
tions and expenditures, whereas this original document was prepared 
much earlier for the Bureau of the Budget and it represented the true 
figures at that time. So there is probably something like $100,000, 
or $150,000, that has either been de-obligated, or 

Mr. Taser. There is about a $250,000 difference. It says ‘‘actual’’ 
on page 6. 

Mr. Baron. Those are the obligations. However, the obligations 
may have fallen for a lack of delivery, or some other reason, since that 
original presentation was made to the Bureau of the Budget. 


COMPARATIVE TRANSVER OF FUNDS 


Mr. WiceteswortH. You had some funds by way of comparative 
transfer, both in 1953 and 1954. . 

You show no funds for that purpose in 1955. Does that mean that 
you are not going to have any, or you dv not know whether you are 


going to have any? 
Mr. Baron. No. That means that the funds are included in the 


actual budget request above the line. 
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Mr. Wigee_eswortn. You can tell this committee with assurance 

you will have nothing by way of comparative transfers for the fiscal 
vear 1955? 
’ Mr. Baron. I believe we can say that the transfer of $155,000, 
approximately, will be made to the Army for reimbursing the direct 
Army appropriations for the services they perform in connection with 
the logistic support of USCAR. 

Mr. WiaeLeswortH. Do you mean that the $155,000 that you 
are requesting here is to be transferred to the Army, whereas heretofore 
the $157,000-plus was transferred from ‘‘Maintenance and operation, 
Army,” to this appropriation? 

Mr. Baron. It was never transferred to this appropriation; no, sir. 

Mr. WieGteswortn. In terms of availability you are asking for 
$3,450,000 overall compared with $3,257,667 in 1953; is that right? 

Mr. Baron. It has been changed from $4,050,000 to $3,450,000 to 
reflect the change. 

Mr. WigGLesworrtnu. | understand that. I am talking about the 
1954 figure for comparison. 

Mr. Baron. $3,257,000 is the comparative figure. 


OBLIGATIONS 


Mr. WicaLeswortH. What have vour actual obligations been—of 
some recent date? 

Mr. Hopper. We have a figure here which is projected as of April 30 
that shows that we have obligations of $2,756,000. 

Mr. As of April 30? 

Mr. Hopper. Yes. 

Mr. WiaGieswortH. What reserves, if any, have been set up 
against your 1954 appropriation? 

Mr. Hopper. I am not quite sure that I understand. 

Mr. Wiae.ieswortu. I understood $600,000 was set up by the 
budget as a reserve that you could not spend. It was subsequently 
released. Are there any other reserves in the hands of the Budget? 

Mr. Hopper. No, sir. 

Mr. Taper. It looks to me like they have obligated more than 
they have. They had available only $2,500,000 after the $600,000 
was taken out. 

Mr. Hopprr. The figure that we have here, Mr. Taber, reflects the 
inclusion of that $600,000. The $600,000 was withheld. 

Mr. WiaGLesworrH. You mean after it was released? 

Mr. Hoprrr. $600,000 was not released until the 31st of March 
of this year, and the figure that I gave you which reflects our obliga- 
tions as of April 30, includes that $600,000. 

Mr. WiaG.eswortu. Is that an actual obligation figure, or is that 
an estimated figure? 

Mr. Hopper. It is an estimated figure. . 

Mr. WiaGieswortH. What is the latest actual obligation figure 
that you have? 

Mr. Hopper. The latest actual that we have, as of March 31, is 
$1,341,000. 

Mr. WicG.ieswortn. That is on a 9 months’ basis, March 31?. 

Mr. Horrer. That is right. 
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General Marquart. Those figures are from the Comptroller’s rec- 
ords, and there is, of course, a lag in actually accounting for the obliga- 
tions. Some have been made but are not recorded in the Comptroller’s 
records as yet. We are always faced with that lag. 

Mr. WicG.ieswortu. Do you mean to say that you obligated $1,- 
341,000 in 9 months, and that you are going to obligate $1,400,000 in 
the month of April alone? 

Mr. Hopper. $600,000 of that was obligated at one time. 

Mr. WiaG.ieswortn. Spell that out please, if you will. 

Mr. Hopper. That was obligated for a shipment of petroleum. 
That includes the cost of petroleum and the cost of transportation. 

Mr. WiacLeswortu. For delivery when? 

Mr. Hopper. I believe delivery is before the end of this fiscal year. 

Mr. Baron. It is almost immediate delivery. I might explain 
how the POL situation is handled. 

The Quartermaster General of the Army purchases oil, POL., for 
us that is supplied by the GARIOA appropriation. The money is 
turned over to the Quartermaster who buys a shipload of petroleum 
that is delivered to Okinawa, and it is incorporated in the general 
Army stocks of petroleum. 

Now, we take from Okinawa a credit in the types of petroleum that 
we need. We may buy just motor gasoline, but we may need other 
types of gasoline and oil; for example diesel oil, that we would get 
on an exchange basis from the Army Quartermaster. 

Mr. WiceLeswortu. What you are telling the committee is that 
you obligated $150,000 a month for the first 9 months and in the 
10th month you anticipate that you will obligate $1,400,000 of which 


$600,000 is for petroleum to be subsequently elivered ; is that correct? 
Mr. Baron. No, sir; I do not believe so. I would say this: That 
the main obligation i in the economic aid, of course, is for petroleum. 
Mr. Wiacieswortn. I am asking about the figures now. Is 


not what I have just said mathematically what you are telling us? 

Mr. Baron. I am not familiar with the $1,300,000. 

Mr. Wiee.eswortH. We have just been told that you had 
$1,341,000 as an obligation figure as of March 31. If we divide that 
by nine, according to my mathematics, it is roughly $150,000 a month 
on the average. To get from that to a figure of $2,756,000 estimated 
as of April 30, you have to obligate $1,415,000 in the month of April. 

Mr. Baron. The main obligation 

Mr. Wiaatesworth. Is that not correct? 

Mr. Baron. We do not obligate by the month. 

Mr. Wiaateswortn, Is not that correct mathematically from the 
answers that have been given to us? 

Mr. Baron. That is correct from the Comptroller’s records, of 
course. 

Mr. Wiaaieswortu. Now, you further estimate a_ total of 
$3,100,000, do you not, as of June 30? 

Mr. Baron. Yes. 

Mr. Wiae_eswortH. Can you at this time break down for the 
record the $1,341,000 that you say you obligated in the first 9 months 
in terms of the 7 items appearing in column 2 of the table appearing 
on page 6 of the justifications? 

Mr. Hopper. if you would like for me to read them off, I can give 
ou the figures on individual items, showing the obligations that we 
ave as of March 31. 
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Mr. WiaGLesworrts. For those seven items? 

Mr. Hoprer. Under project 166—— 

Mr. Wicctesworvrn. There is no project 166 in the table that I 
am referring to. The first item shown is No. 130, petroleum and 
petroleum products. 

Mr. Hopper. Our figure for March 31 for obligations under that 
one is $111,400. 

Mr. Wiacieswortn. The next one is “Information and education 
material,’ No. 160. 

Mr. Hopper. $97,541. 

Mr. WIGGLESWoRTH., The next one is No. 410, “Pay of civilian 
employees.” 

Mr. Hopper. $621,820. 

Mr. Wiceteswortn. The next one is “Travel of civilian em- 
ployees,”’ No. 415. 

Mr. Hopper. $11,505. 

Mr. WiaaurswortH. The next one is No. 420, “Transportation 
of commodities.”’ 

Mr. Hopper. We have that down as transportation of civilian 
supplies, $474,751. 

Mr. WiaeLeswortn. The next is 430, “Incidental operating ex- 
penses.”’ 

Mr. Hopper. $679. 

Mr. WiaeteswortnH. The final one is 450, ‘“Exchange of persons.”’ 

Mr. Hopper. $23,656. 

Mr. WieeteswortH. That should give us a total of $1,341,000. 

Mr. Hopper. That is correct. 

General Marquart. We have a breakdown for April obligations 
which shows additional amounts of money obligated within that 1 
single month. They are on our records but not recorded on the 
Comptroller’s records as yet. 

Mr. Hopprrr. Do you want me to read those off? 

Mr. WiecLeswortH. Yes. These are your estimates? 

Mr. Hopper. Yes. 

Mr. Taser. This is for April alone? 

Mr. Hopper. Yes; this would carry through to include April 30. 

Mr. Taser. Is this the overall to April 30? 

Mr. Hopper. Yes. 

Obligations for petroleum, oil and lubricants, $761,400. 

Mr. Wicciesworts. How about information and educational 
materials? 

Mr. Hoppsr. That figure is $132,018. 

The next one is pay of civilians, $767,583. 

The next is travel of civilians, $22,985. 

The next is transportation of civilian supplies and transportation 
of commodities, $754,011. 

The next is incidental operating expenses, $1,062. 


EXCHANGE OF PERSONS 


The last one is under exchange of persons, $307,556. 
Mr. WicGieswortu. Corresponding with $23, 656? 
Mr. Hopper. No, sir. The addition of these makes $2,746 615, 
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Mr. WicGiesworrn. Why should your obligations for the exchange 
al sere jump from $23,600 to $307,556 in | month? 

‘olonel Oursen. That is made on a contract basis with the Insti- 
tute of International Education in New York, for the administration 
of the student program in the United States. We give a lump sum of 
money on transfer directly to the institute, and they administer the 
program, 

Mr. How often? 

Colonel Oursen. Once a year, sir. 

Mr. WiaGieswortnh. What is the $23,656? 

Colonel Oursen. That represents the national leaders who come 
into the United States, and we pay that direc tly as they arrive and 
while thev are here. 

On the budgeting for the students, we are actually paying in 1954 
money under the contract with ITE to bring the students in in 1955 in 
that case. We are always a vear ahead in a sense. The students 
come in the academic vear following the fiseal year in which the 
money is budgeted. 

I may say also that in fiscal year 1954 we have a contract with 
Michigan State College that is out of this program. That contract 
was finalized early in the month of April, and therefore does not show 
in our estimate of obligations as of the 3ist of March. I may say 
also, Mr. Wigglesworth, that this has been the history of this program 
ever since it started. 

Mr. WiaaieswortH. That means that your estimated April 30 
obligation figure is more than your estimated obligation figure as of 
June 30, 1954. 

Colonel Oursen. The reason for that increased cost in the program 
is because of students being held over. We felt that we had to put 
more money into the program, and also there were some increased 
costs with respect to the Michigan State College Mission operations 
which affected our estimates. In essence it means that about $6,000 
or $7,000 was transferred from project 166 to project 456 to take 
care of the exchange of persons’ portion of the program. We regard 
the information and education portion of the GARIOA program as 
largely one budget within the information and education concept 
and there have been occasions when we have been required to transfer 
moderate sums—by no means large sums—to the student and the 
national leader program in order to insure that we had sufficient 
funds to carry it out. 

Mr. Wiaetesworrn. It looks as if you made a pretty bad guess 
as to your obligations as of June 30, when you submitted your budget. 
I notice under “petroleum and petroleum products the figure you gave 
us was $761,400 for April 30 and you only estimated $670,000 for the 
full 12 months. 

Mr. Hopper. The $600,000, Mr. Wigglesworth, that we got back 
from the Bureau of the Budget on the 31st of March was obligated 
during the month of April for petroleum and that is why that figure 
jumps from $111,400 as of the 31st of March. 

Mr. Wicauesworrn. I understand. You told us that, but I am 
now directing your attention to the fact that your figure of April 30 
is $761,400 as compared with the June 30, 1954 figure of the original 
submission of $670,000. 
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Mr. Baron. When we buy petroleum we buy one product in order 
to get it by shipload. The cost of motor gas would be much higher 
in relation to the freight than diesel oil. However, it does not make 
any difference as far as the program out there is concerned, because if 
we get motor gasoline we will trade it with the Army on a cost basis 
laid down in Okinawa for part of it for diesel oil, so those two figures 
should be read together, the transportation of POL and the POL itself. 
For convenience in shipping and reducing the price, we buy only in 
shipload lots of a particular quantity. 


COMPARISON OF 1954 AND 1955 BUDGETS 


Mr. WicGiesworrn. By way of summary of the table on page 6 
of the justifications, it appears that you are asking for six items of 
appropriation in the fiscal year 1955. Four of them seem to be 
slightly less than in the current fiscal year. The fifth one goes up 
$155,000 and is explained by the difference in method of transfer to 
the Arny. The sixth item appears as a brand-new item of $2,500,000 
for aid to the Ryukyuan economy, against items provided for in fiscal 
1954 in the sun of $670,000 for petroleum and petroleum products, 
and $866,000 for transportation of commodities; is that correct? 

Mr. Baron, That is correct. 


PURCHASE OF PETROLEUM AND PETROLEUM PRODUCTS 


Mr. WiaeLesworrtn. Are you going to abandon the purchase of 
petroleum and petroleum products? 

Mr. Baron. Yes. 

Mr. WiaeLeswortu. And the transportation of commodities in 
1955? 

Mr. Baron. It will all be done commercially, independently, 
through Ryukyuan channels and resources, and not by the use of 
appropriated funds. 

Mr. Wiacieswortna. Instead of buying petroleum and petroleum 
products and transporting them to the island, you are planning a 
program of land reclamation to the tune of $695,000 of school con- 
struction to the tune of $930,000, and of government services to the 
tune of $275,000? 

Mr. Baron. That is correct. 


IMPORTS AND EXPORTS 


Mr. WiaGieswortu. What has been the general import-export 
picture as far as the islands are concerned? 

Mr. Baron. It takes approximately $60 million to meet the import 
requirements of the Ryukyuan Islands today. 

Mr. WieeLeswortH. Over and above what they obtain from 
exports? 

Mr. Baron. $60 million is the total import program. In the 
current year we will produce in earnings approximately $55 million 
to $56 million from our own resources not counting the $1,500,000 
that is provided by the United States Government. 

Mr. Wiaeieswortx. What does that mean in trade balance? - 

Mr. Baron. We will have an adverse balance for 1954 of approxi- 
mately $5 million. 
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Mr. Wiacieswortu. How does that compare with 1953? 

Mr. Baron. 1953 was an increase. We had a deficit before the 
GARIOA operations of approximately $5,850,000, and the GARIOA 
appropriation for that year provided approximately $8,364,000 of the 
goods actually arriving on Okinawa out of 1953 money. 

Mr. WiaeLeswortH. You are telling us that there is an adverse 
trade balance of $5 million in 1954; is that right? 

f ~ Baron. That is correct; after the application of these GARIOA 
unds. 
DOLLAR PAYMENTS TO RYUKYU ISLANDS 


Mr. Wiaciteswortu. How many dollars will be put into the econ- 
omy from other sources in 1954? 

Mr. Baron. Do you mean the earnings of individuals working for 
the Army, and so forth? 

Mr. Yes. 

Mr. Baron. We received $62,158,000 in 1953. This, of course, 
includes the island of Amami. 

Mr. WiaeteswortH. You mean that the American occupation put 
into the economy about $62 million in 1954? 

Mr. Baron. No, sir, $5,500,000 of that $62 million was the sale of 
commodities exported from the island. $800,000 of those dollars 
were sent back to the Ryukyuan Islands, primarily, by gifts of people 


who have relatives in Okinawa. We get a considerable amount of 


money sent in from Hawaii. There are considerable Okinawans living 
in Hawaii. Otherwise, pat oarreng 4 $55 million were as the result 
of the sales of B-yen to t 


e United States and to various individuals 
attached to the United States, plus commercial entrance into Okinawa. 

Mr. WiaeLeswortH. Can you not furnish for the record a table 
that will show the whole financial picture in simple terms—including 
the exports, the imports, and the balance in payments? Give us the 
whole picture so that we can see the dollars that have gone to the 
islands from all sources in 1955, 1954, and 1953 in comparative 
columns. 

Mr. Baron. We can supply that. 

(The information codes ot | is as follows:) 
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GARIOA and revolving funds, halons of poyments, United States fiscal years 
1953-5 


{In thousands of dollars) 


Fiscal year | Fiscal year | Fiscal year 
1953, actual (1954, estimate/1955, estimate 
| 


Exports: 
Commodities > 5, 544 | 
Invisibles: err 

Labor and services including sale of yen to individuals. 55, 458 | 
Remittances to 826 
Petroleum, oil, and lubricants (net dollar revenue) __. 75 | 
| 
| 


Total into local economy 


goods: 
Textiles and footgear 45 
Periodicals and photo supplies ian 
Electrical appliances, furniture, and luggage --.._. 
Drugs and medicines 
= arettes, beer, whiskey, and soft drinks______- 

t 


> 


Construction mater’ 

Auto vehicles and: parts__________- 
Petroleum, oil, and 

Invisibles 


== 


Deficit 

GARIOA aid: 
Prior year carryover 
Current year 


Total 
Dollar accumulation 


DOLLAR FUND 


Mr. WiaGLeswortu. You refer in your statement to the Ryukyuan 
dollar commercial account. 

Mr. Baron. Yes. 

Mr. WiceteswortH. What is the status of that now? 

Mr. Baron. The Ryukyuan dollar commercial account as of the 
end of this fiscal year will have in it approximately $22 million. Now, 
this is where the money goes for the payments by the United States 
and United States individuals for the purchase of B-yen, and con- 
versely, it is the fund that finances the import pro of the Ryu- 
kyuans importing things from other areas of the world into the Ryukyu 
Islands. As I said before, that total import program covers approx- 
imately $60 million. 

Mr. ra aantraaign What was the size of that fund as of June 
30, 1953 

Mr. Baron. $27 million. This is the dollar fund. 


j 
9, 719 | 5, 435 
46, 500 | 47, 500 
600 | 540 
1,950 | 1, 700 
427 650 
2468 | 250 
59, 439° | 56, 075 
Imports: | | 
Food: 
12, 029 | 13, 880 | 13, 
Co | 
9, 509 8, 985 
1, 804 650 
1, 152 2.160 | 
: 1, 100 | 1, 025 | 
2, 392 2, 753 | 
‘ | 5,042 | 5, 055 
Industrial machinery and supplies coal 2, 160 | 2, 925 | 
6017 | 7, 593 1 
4, 298 2, 710 
hes) 2, 639 3, 563 
407 1, 247 
----| 1, 908 3, 810 
Total 68, 008 66, 849 | 61, 110 
|, 
9, 175 —5, 455 | —3, 135 
46868—54—pt. 2——_8 
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ADMINISTRATIVE EXPENSES 


Mr. WiceLeswortu. I notice your request for administrative ex- 
penses apparently increases from $1 million to $1,100,000. That is, 
you request an increase of $100,000 for administrative expenses. 

Mr. Baron. That is caused by the addition of that $155,000 
reimbursement to the Army appropriation for logistic support. 


NUMBER OF PERSONNEL 


Mr. WiacLteswortH. How many people are covered by the 
administrative expenses? 

Mr. Baron. It is covered by 130 Americans. 

Mr. Wiaciesworrn. One hundred and thirty Americans? 

Mr. Baron. Correct. 

Mr. WiaGiesworrtu. All in the islands? 

Mr. Baron. All in the islands. 

Mr. WiaGcLteswortH. What is the current figure? 

Mr. Baron. About 127 at the present moment. A number of 
ersonnel are leaving the island at the present time to be replaced 
y new people. 

Mr. Wiacieswortn. Are those civilians, military, or both? 

Mr. Baron. The 130 covers only the civilians. 

Mr. WiacieswortH. What do you have in terms of military? 

Mr. Baron. Approximately 20 individuals, officers, and enlisted 
men, on the military side of the operation. 

Mr. WiaGcLesworrts. That is about what you have now? 

Mr. Baron. Yes. 

Mr. Taser. Why do you need $1 million to manage an overall 
business of $4 million? 

Mr. Baron. This is an overall business of something over $60 
million. In other words, the civil administration is engaged in the 
entire supervision of the entire activities of the commercial account, 
and the budget of the government of the Ryukyu Islands. 


TAXES 


Mr. Taper. What, if any, taxes do the people pay? 

Mr. Baron. They pay approximately 1,500,000,000 yen, which is 
approximately $13 million, to their own central government opera- 
tions. That is direct taxes of the individual to support their own 
government. 

Now, their own central government expends approximately $15 mil- 
lion. That expenditure includes the payment for services which are 
abnormally large for the Ryukyu Islands solely by reason of the pres- 
ence of the United States forces on the islands. These categories of ex- 
penses cover, for example, police, health, weather services, communi- 
cations, road maintenance, and things of that type, so in effect the 
government of the Ryukyu Islands is performing certain services we 
estimate at a cost of approximately $1,500,000, only because of the 
presence of the United States forces there. In effect, this GARIOA 
appropriation is a recognition of that fact; that the United States is 
receiving services from this government of the Ryukyu Islands. The 
appropriation under consideration is requested aid in the construction 
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of school buildings, and aid in meeting their governmental expendi- 
tures, plus aid in the development of their agricultural lands. 

One of the reasons that we tie to those particular things—school 
buildings and agricultural land—is because it has a great psychological 
value. The Ryukyuans see that the United States is identifying itself 
with progress in the Ryukyus in these particular lines. 


UNITED STATES CONTROL OVER EDUCATIONAL SYSTEM 


Mr. ANDERSEN. We have heard quite a bit about school construc- 
tion here this morning. What influence or control, if any, do we have 
over the curricula or the faculties of these schools on these particular 
islands? 

Mr. Baron. We have, generally speaking, the power of veto on 
any action of the Government of the Ryukyu Islands. 

Mr. ANDERSEN. Who determines what these school children study? 

Mr. Baron. We have a civil information and education department 
in the United States civil administration of the Ryukyu Islands. 

Mr. ANDERSEN. Is it directly under you people? 

Mr. Baron. Yes; and that department works closely with the 
Department of Education of the Government of the Ryukyu Islands 
in setting up the curricula and the type of things they study. 

Mr. ANDERSEN. Are all the instructors in the island schools indige- 
nous personnel, or are some of them Americans? 

Mr. Baron. No, sir. They are all indigenous personnel in the 
elementary, junior high, and high-school areas. 

Mr. ANprERSEN. Are they being instructed in American ideals, or 
are they permitted to go backward, you might say, toward what they 
were instructed in under the Japanese, previously? 

Mr. Baron. No, sir. The influence is for the sale of American and 
democratic free world ideas rather than any strongly nationalistic 
Japanese Empire ideas. 

Mr. ANDERSEN. You can assure me that we do have definite 
influence then over what these schoolchildren are learning? 

Mr. Baron. Yes, I can. 

Mr. Anpersen. And as to what is taught them? 

Mr. Baron. Yes. 

Colonel Oursen. The basic language is Japanese, the formal 
language. 

Mr. Anpersen. understand that. 

Colonel OurseN. It has to be that way. The teaching of English 
is voluntary, beginning in the fifth grade, and it is carried on through 
the secondary schools. I might say that every summer they have 
teacher-training courses for the teachers in the University of the 
Ryukyus under the direction of the holdover Michigan State College 
teachers that are there in the field of education. They conduct 
courses in teaching methods and procedures. 

The matter of doctrine and policy, and whether or not democracy 
is being followed and taught in the Ryukyus, is largely governed 
by the influence that we bring to bear upon the native leadership. 
There is no attempt openly to enforce any type of dictatorial policy 
on these people. We trust the leadership itself with certain exercise 
of control to do the things we want them to do. So far they have 
done a very fine job. 
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Mr. Fenton. How long have we been in control of this island? 
Mr. Baron. Since April of 1945. 


HEALTH CONDITIONS 


Mr. Fenton. What is the morbidity rate on the island? 

Mr. Baron. I do not have that figure directly in my own mind. 
Generally speaking it is fairly comparable to Japan’s. The main 
disease involved at the present time is tuberculosis. It used to be 
malaria, but the malaria problem has been licked by the proper 
application of preventive measures, particularly in certain areas 
where the disease was destroyed. 

Mr. Frenron. I just wanted to know what progress has been made 
since you people have had control of the sanitation. 

Mr. Baron. Tremendous progress, particularly in malaria, where 
a whole new island is being opened up which was uninhabitated before 
because of the presence of malaria. Tuberculosis care has been 
improved steadily under the civil administration activities there. 
For example, the indigenous resources have been used to build up 
hospitals and a staff; many of the students and leaders in the medical 
field come to the United States for their training. There are no 
medical training facilities locally. 

Mr. Fenton. Do you have a number of health centers there? 

Mr. Baron. Yes, we do. We have health centers spotted through- 
out the islands for medical care. 

Mr. Fenton. How many hospitals do you have? 

. acre mes I would judge about three—what you would call main 
ospitais. 

Mr. Fenton. What is the bed capacity of those? 

Mr. Baron. In Koza I believe it is approximately 400, and that is 
the largest one. 

Mr. Fenton. Are those hospitals manned by the natives? 

Mr. Baron. Yes; they are manned by the natives. The United 
States civil administration has a public health department in which 
it has specialists in public sanitation, plus medical people who are 
continuously working with the native doctors and the native health 
system in order to upgrade the care that is given on the island in these 
areas, both in public sanitation and the actual practice of medicine. 


IRRIGATION 


Mr. Fenton. How much money are you going to put out the next 
fiscal year for irrigation? 

Mr. Baron. In this budget? 

Mr. Fenton. Yes. 

Mr. Baron. We are requesting approximately $695,000, which 
covers the general field of dams and weirs—small dams, really—plus 
canals which all lead up to the development of irrigation systems for 
agricultural lands. 

Mr. Fenton. How will they partake in that porgeeme! 

Mr. Baron. The area benefited by this particular application of 
money, by building the dams and the canals, will repay the cost of the 
project over a long period of time and the receipts from this project 
will be incorporated into a revolving fund which will then be available 
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to go into other areas and rebuild other areas with this type of con- 
struction, 

Mr. Fenton. How long will it take to repay it? 

Mr. Baron. It has not been definitely fixed, but it will be some- 
where in the neighborhood of 15 years. 

Mr. Fenton. How much of the money budgeted for irrigation will 
be expended for preliminary investigations? 

Mr. Baron. None of this money is at all spent for preliminary 
investigations. The preliminary investigation is done exclusively by 
the native agencies involved, solely within their own resources. 

Mr. Fenton. In other words, none of our reclamation people are 
involved in this? 

Mr. Baron. No, sir, they are not. 

Mr. Fenton. How much money is involved in preparatory en- 
gineering? 

Mr. Baron. It is relatively small percentage. It is done by a 
staff that is employed in what we call the land development bureau 
of the government of the Ryukyu Islands, which not only is engaged 
in this type of work on dams and canals, but also engaged in seawall 
protection for agriculture, and it is an extremely important thing in 
the Ryukyuan Islands because land must be protected by seawalls 
from typhoon damage. 

Mr. Fenton. They pay that out of their own tax revenues? 

Mr. Baron. Yes; out of their own tax revenues, and their staffs go 
over all of these areas where there is a possibility of carrying on a 
land project, such as the building of weirs and canals, then they design 
it and carry on the active construction. They are fully capable in 
this area of relatively small-scale projects. There are some 12 projects 
that will be involved in this particular operation. 

Mr. Fenton. What will the total acreage be? 

Mr. Baron. The total acreage affected is 2,800. 

Mr. Davis. The first group of questions I have relates to the overall 
fiscal situation. ‘ 


CHANGE IN BASIS OF BUDGET FOR 1955 


As I understand, last year the recommendations made to us were 
on the basis of picking up the deficit in the balance of payments; in 
other words, about $60 million import requirement with various other 
items that came to something less than that, and the request was 
made to us to make up the on Post is that not substantially true? 

Mr. Baron. That is correct. 

Mr. Davis. This year an entirely new approach is being made? 

Mr. Baron. May I say that in the request we provided for a 
drawdown of $4 million. The Congress is not requested to pick up 
the entire balance. 


FOREIGN EXCHANGE FUND OR DOLLAR ACCOUNT 


Mr. Davis. From what source would that $4 million be drawn? 

Mr. Baron. It is drawn from what we call the Ryukyuan foreign 
exchange fund, or the dollar account of the Ryukyuan Islands. Those 
are the dollars that the natives earn by exporting and by working for 
the Army and selling things to the military people there, rendering 
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services to them. In other words, if an individual were stationed on 
Okinawa and desired to buy local products, he would go to the bank 
and buy yen with dollars, and if the Army wants to buy services they 
do the same thing. They go to the bank and buy with dollars the yen 
required to meet their payrolls. Likewise, if they have to buy equip- 
ment and materials such as cement, they do that through the same 
account, so all of those sales of yen develop a great number of dollars 
which are then put into a fund and used for the turn-around of the 
Ryukyuans taking their yen back again and buying foreign exchange 
to import privately all of their import requirements. The net result 
of this as anticipated at the time of the hearing last year was approx- 
imately $4 million drawdown. This year it will probably result in a 
little over $5 million, primarily because our rice is arriving a little 
earlier than expected. 

General Marquat. May I mention the economic consequences of 
the proposed program this year? A lot of attention has been given 
to the psychological effect, which of course is important. I think 
that you have recognized a very important point and that is as 
military construction declines, dollar income for the Ryukyuans will 
decline also. Therefore, we feel that, having an option of how to 
put dollars in the country to be converted into yen, we would prefer 
to put it into the projects—such as land development—which would 
increase production. That would offset the need for imports to 
permit adjustment toward this decreasing availability of dollars as 
construction activities decline. This is very important. The servy- 
ices will be required by the Army for some time. If we met the 
services by merely buying the yen to pay for the services, it would 
be a recurrent request annually. However, as we build up the 
economy by contributing to economic projects we strengthen the 
economy so that the Ryukyus are better able to meet more services 
which we require, and our ultimate payment for services which we 
will have to continue indefinitely will cost us less. 

Mr. Davis. I think that it boils down to this: As you approach 
this year, you have set certain standards of governmental functions 
you think the civilian administration ought to perform there. Then 
you have decided about what that administration can raise from in- 
ternal taxation. The deficit there is what you are presenting to this 
committee as the makeup appropriation; is that about right? 

General Marquart. I think in substance that is correct. There 
remains a balance of payments problem, but the direction in which the 
dollar input is directed is important. If they draw down their dollar 
account, which they use to finance part of this $60 million import 
program annually, the fund will drop to a point so low that our 
appropriations to keep them alive will tend to increase. 

Mr. Davis. I wanted to get into this matter of the overall economy 
and the overall payments problem a little bit later. 

First, I want to get from you the difference between the approach 
that you took last year in order to arrive at the amount of money that 
you requested and the different approach—and I understand it is a 
different approach—that you are presenting this year. 

Can you tell me specifically what is the approach and the basis upon 
which this amount of money is determined? 

Mr. Baron. Last year we requested economic aid of $1,500,000 for 
the purchase of petroleum. We actually expended that money for the 
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purchase of petroleum through the Quartermaster of the Army. This 
year we have no intention of having anything imported except through 
jocal commercial channels financed by their local resources. Now, 
however, we must recognize that in Okinawa the Government of the 
Ryukyuan Islands must of necessity perform a lot of services that are 
caused by the presence of the United States forces there. The United 
States has been in the past giving substantial GARIOA aid to help 
them on the redevelopment of their country. The aid is going down 
to very small figures at the present time, and our present request is 
almost what it cost the Government to give these services that are 
required by the United States there. 

The services I speak of are the following: Police. We have twice 
the number of policemen that they had before the war. Why must 
we have these policemen? We must have a better degree of super- 
vision over the natives there because there are warehouses all over the 
southern part of the island, and there are many soldiers there who are 
likely to get into trouble if areas are not well policed. Now, that 
costs alotof money. They have to be motorized at the present time. 
We have five motorized groups. Policemen must be furnished to go 
with the military police on the same rounds. All that costs a great 
deal of money. 

However, in other areas there are the weather services. The 
weather services in the Ryukyuan Islands are designed to supplement 
the Air Force weather services, and that reduces the requirement of 
the Air Force in maintaining these expensive installations. 

Now, of course, the forecasting is a bit more elaborate than they 
would use for themselves in the operation of their fishing fleets and in 
the operation of their home islands. 

Then, there is road maintenance, for example. There are many 
roads through the islands maintained exclusively by the natives and 
probably the majority of the traffic is military and United States 
force traffic over these roads. However, there has been no accounting 
for this particular type of thing, but we estimate this cost will be 
approximately $1,500,000. 

However, we are asking fundamentally for school construction and 
for the land development in order to sell the Okinawans on the idea 
that we are thinking of their welfare and we are doing these specific 
things for them, which is going to develop their country. Particularly 
in land development we are in effect saying that we are replacing some 
of the agricultural land that we are taking for our use by development 
of other land to take its place. 

Mr. Taser. At this point we will adjourn until tomorrow morning 
at 10 o'clock. 


Wepnespbay, May 5, 1954. 

Mr. Wiae.teswortH. The committee will come to order. 

Mr. Davis has the witness. 

Mr. Davis. When we recessed on yesterday, I was attempting to 
get at the specific basis on which this year’s presentation is being 
made. I believe we had decided at that point that while last year’s 
presentation was made on the basis of making up the balance of pay- 
ments deficit actually with respect to this group of islands, that this 
year it could be more accurately stated that it would be on the basis 
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of making up the deficit in the cost of governmental functions; is that 
a fair statement of the general situation? 

General Marquart. It is a little bit of both. You are correct, that 
the appearance in the picture of the payment for services is important 
for the first time in GARIOA budget procedures this year. There is 
still, however, a balance of payment position that must be met. | 
know that you appreciate that. 


COST OF LOCAL GOVERNMENT BORNE BY RYUKYUANS 


Mr. Davis. I think the next question then follows: How much are 
they contributing to their own support? In other words, what are 
they contributing in the way of revenue for the maintenance of their 
government? 

General Marquart. Mr. Baron has prepared, pursuant to your re- 
quest of yesterday, some figures for your consideration. 

Mr. Baron. In the fiscal year 1950-51, the local governmental 
agencies in the Ryukyu Islands were paying some 23.6 percent of the 
cost of their governmental expenditures. 

Now, that proportion has progressively increased up to the current 
fiscal year in these percentages: 49.1 percent for 1951—52; 72.5 percent 
for 1952-53; 82.1 percent for 1953-54, and an estimated 87.3 percent 
for 1954-55. 


REVENUE OF THE GOVERNMENT OF RYUKYU ISLANDS 


I have a chart showing the actual internally generated revenue in 
relation to their expenditure program which we can incorporate here 
if it will serve your purpose. 

Mr. Davis. I believe that should be put into the record, if that 
meets with the chairman’s approval. 

Mr. WiaG.ieswortuH. Without objection, it will be included in the 
record at this point. 

(The tabulation referred to is as follows: ) 


Revenue of the government of the Ryukyu Islands, fiscal year 1950-51 to fiscal year 
1954-56 


{In B yen] 


Percent of 
rogram met 
Expenditure y internally 
generated 
funds 


Internally 


generated Grant-in-aid 
revenue 


1950-51 (Apr. 1, 1950, to Mar. 31, 1951)... . 949, 242, 423 
1951-52 tly: 1, 1951, to June 30, 1952) , 034, 620, 1, 071, 122, 952 
1952-53 (July 1, 1952, to June 30, 1953).....| 1,072, 867, 406, 394, 000 
1954-55 (estimated) » 942, 979, 228, 000, 000 


Mr. Davis. Now, these figures are submitted in terms of B-yen. 

Approximately what sort of ratio exists between the B-yen and 
the American dollar? 

Mr. Baron. Exactly it is 120 B-yen to 1 American dollar. That 
is the only exchange rate. We have a single exchange rate in the 
islands which governs all transactions. 


( 
| 
| 
| 1, 241, 653, 510 23.6 
| 2, 105, 748, 285 49.1 
1, 479, 261, 318 72.8 
1, 727, 801, 200 82.1 
1, 800, 925, 000 87.3 
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Mr. Davis. Roughly speaking, the internally generated revenue, 
as you estimate it for the fiscal year 1954-55, would be something 
over $13 million; is that correct? 

Mr. Baron. That is correct. 


GROSS EARNINGS OF RYUKYUANS 


Mr. Davis. Can you tell us what the best estimate of the gross 
income of this area will be during that time? 

Mr. Baron. As you understand, the figures which would lead to 
an exact description of that just do not exist in such a primitive econ- 
omy. However, we have given it considerable thought, and we esti- 
mate that the actual earnings of the entire community there will be 
between $80 million and $85 million, putting it into the form of dollars. 

Now, a large proportion of this income is earned, of course, from 
the services to the military forces. It also includes various amounts 
of export. The primary export on that island is sugar, and the 
secondary export is marine products. It also takes into consideration 
the production of other agricultural products in the economy. 

Mr. Davis. Well, it looks like they are contributing then only 
about one-sixth of their income for governmental expense, which is 
substantially lower than the proportion of total income that the 
American taxpayers are paying; is that not so? 

Mr. Baron. That is correct. However, consideration must be 
given to the different standards of living in both areas. In the Ryukyu 
Islands it is closer to a bare subsistence standard than in the United 
States. They just cannot afford, therefore, to give that percentage 
of their income as Government revenue unless the entire standard of 
living is raised. We have a relatively low standard of living there. 
However, the production of revenues compares very favorably to 
any of the other Asiatic countries. 

Mr. Davis. I wonder how you go about selling the American people 
on the idea when they are contributing a lot more of their income for 
government than are the people of this island that we should make a 
substantial contribution to the maintenance of their government. 

Mr. Baron. I would say that the American people have a great 
investment on that island at the present time arising out of the fact 
that the island is one of the major United States military bases. There 
have been several hundred millions of dollars spent on the military 
construction program there, particularly, in building the Air Force 
bases—the radar stations and all of the supporting facilities that exist 
at the present time. 

Mr. een Which has done a great deal to give a shot in the arm to 
the economy of that area and should, I think, make them better able 
to bear their own costs of government. 


CHANGE IN ECONOMY 


Mr. Baron. That is correct. It has changed the economy entirely. 
Before the United States Armed Forces came there it was strictly an 
agricultural economy and they provided for themselves by using their 
land facilities. However, these land facilities have been substantially 
taken away from them and put to use for military purposes. 
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Now, the people who are displaced from those land areas, plus a 
large number of repatriots brought back from the Asiatic mainland 
and South Pacific Islands—are now the people who are working for 
the military on construction work and operation work. The economy 
has completely changed. It can do nothing else but change because 
the ability to carry on a farming economy no longer exists. The 
island would not be able to support all the population there at the 
present time by agricultural pursuits. They would just have to move 
some place else if it were not for their ability to support themselves 
by working for the military forces there. 

Conversely, the military of the United States has received the bene- 
fit of a great deal of labor at very low cost in that particular area. 
I might say the original start of the construction program was done 
primarily without the use of local labor. It was costly and so im- 
practical at the time every effort was made to develop the local labor. 
As it was developed it took the place of imported labor on the con- 
struction projects and the place began to boom; the air bases were 
rapidly completed and the military facilities were constructed at a 
oe faster rate than they had ever been done before, and much 
cheaper. 

So the United States, while they are there, provide the livelihood 
of the people. The people do a good day’s work for the pay that 
they receive. 

The people tend to think and look back to the “good old days’’ 
when they were working on their farms, and they look with nostalgia. 
That is why there is still an underlying feeling of going back to Japan 
some day. 

IMPORTANCE OF ISLANDS TO UNITED STATES 


It is not just solely for the benefit of the Ryukyuans that they have 
these jobs. The United States is benefiting also. It is true the 
Government of the Ryukyuan Islands must give more elaborate 
services, which we went into yesterday, and their bills are up because 
of the presence of the United States forces on the island. Somebody 
has to pay these bills. If the United States does not appropriate 
funds for this purpose, they must be taxed out of the pockets of the 
individuals who are on this very low standard of living. We feel that 
the United States is getting a quid pro quo for this aid it is putting in 
the Ryukyuans and at the same time is cementing its relationship 
with the local natives at this very important place just 400 miles off 
the coast of China. ; 

I, myself, think it is one of the wisest investments the United States 
could make—to give this support to the Ryukyuan Government in 
recognition that we are there and operating a base in one of the most 
stable political economies that exists in entire Asia. It is a base from 
which we can do anything we so desire. There is no difficulty with 
local governments in any way, shape or form. It is operated under 
the civil administration, and the civil administration is, of course, 
operating its policies to coordinate with and provide a satisfactory 
climate for the operation of the military forces of the United States. 

Mr. Davis. TI hope that you will not emphasize that too much. 
They are not a host nation that invited usin there. We went in there 
at considerable cost to ourselves, and with their cooperation. 

Mr. Baron. That is correct. 
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RICE PRODUCTION 


Mr. Davis. What can you tell us about comparable rice production 
there? Can you compare the most recent crop year with the year 
before that? 

Mr. Baron. We have increased rice production approximately 
3,000 tons over the past 3 years by a previous land development 
program that was financed internally, primarily through aid from the 
local yen fund received from previous GARIOA aid—not directly 
by GARIOA, but indirectly through the yen resources realized as a 
result of the GARIOA appropriation. 

Mr. Davis. What does that represent, percentagewise, of the total 
production? 

Mr. Baron. It represents approximately 13 percent of their total 
production at that time. 

Mr. Davis. Last year there was testimony, and I think that I 
am quoting the exact words, “There is probably no more riceland,”’ 
yet you are justifying a reclamation project this year on the basis 
of developing more land for rice. Which of those points of view are 
you standing by here this morning? 

Mr. Baron. No more ricelands relates to the fact that no riceland 
is lying fallow—it is all in production. In other words, if a native 
has land, and it is riceland, he will grow rice on it. He will never use 
it for anything else. However, there is always the possibility of 
creating ricelands, and that is a project that we are asking for there. 
The creation of that riceland depends upon bringing water to it, and 
involves the construction of dams and canals. 

Mr. Davis. That does not appear to be quite consistent with what 
we were told last year. The testimony last year was: 

There are areas of marginal land which are subject to cultivation in addition 
to what is now being worked. These can be developed later for possible sweet 
potato production, but there is probably no more riceland, 

The justification this year for this reclamation project is for rice- 
land, as I understand it. 

Mr. Baron. That is correct. I may have given the wrong impres- 
sion last year. What | was trying to convey last year was the fact 
there was marginal land that could be used primarily for sweetpota- 
toes, without any development whatsoever. You just go about and 
plant your sweetpotatoes on the hilly land that does not have to be 
irrigated ; riceland must be irrigated through the rice paddy system. 
However, you can always make riceland out of any small level piece 
of land if you can bring water to it. Actually, they terrace land to a 
great extent by cutting into the side of a hill and making a level piece 
of land and building a rice paddy on it. It may take from 3 to 5 
years to bring it into production. You can change sweetpotato land 
into riceland if you have the watér to bring to it. 


SWEET POTATO PRODUCTION 


Mr. Davis. How much progress have you made in increasing sweet- 
potato production? 

Mr. Baron. Sweetpotato production is one of the main crops there. 
It is consumed primarily by the individual who is living off the land. 
Sweetpotatoes do not generally get traded in the market. They are 
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not as stable as rice. Generally speaking, the people who grow swect- 
potatoes either eat them or feed them to the cattle or the hogs. As 
eople leave the construction jobs they must go back to their farms. 
en they go back to the farms, these marginal lands, for example, 
they will increase the sweetpotato production at that time. They 
will consume, primarily sweetpotatoes on the farm. , 


RESIDUAL SOVEREIGNTY RIGHTS TO ISLANDS 


Mr. Davis. What do you understand the term ‘residual soy- 
ereignty’’ which, as I understand, is the thing that we recognize the 
Japanese have over Okinawa? 

Mr. Baron. I personally would understand the term to mean that 
if the United States for any reason decides not to exercise the right of 
government and administration in this area, Japan would auto- 
matically inherit those rights as being the previous sovereign. In my 
mind the term does not connote in any way the right of Japan to 
exercise sovereignty as long as we are there. That is what I under- 
stand is the meaning of the word ‘residual.’ It will come into being 
if we give up our rights there. 

I further understand that the position of the United States is that 
we will maintain this government and administration in the areca 
indefinitely. 

General Marquart. May I comment on that “residual sovereignty’ 
definition? I think it also carries the connotation that the United 
States is not at this time attempting to make the Ryukyus an inde- 
pendent nation; that the United States recognizes a residual soy- 
ereignty elsewhere. There is no intent to create another deficit inde- 
— economy, which would be subject to our support indefinitely. 

believe this is of importance to your considerations. 

Mr. Davis. Last vear vou told us that the Japanese had failed to 
make any real effort to develop the art of government among the 
people there; that for the most part the administrators were Japanese 
and they gave the local people no real voice in government. 

Now, this year vou have practically put us in a position of having 
to do a great manv things for these people in order to make them 
want to be in a position where they can exercise an important voice 
in their government as they are now doing under our control. | 
think I will ask you, if you will, to go off the record and tell us just 
how significant is this agitation for a return to Japanese control. 

Mr. Baron. Off the record. 

(Discussion off the record.) 

Mr. Davis. That is all. 

Mr. Wiacieswortn. Mr. Ford. 


Lanp RecLAMATION 
COST-BENEFITS FORMULA USED IN DETERMINING PROJECTS 


Mr. Forp. On page 22 of the justifications you list the various 
reclamation projects which are contemplated to the extent of an esti- 
mated cost $694,500. 

In the final column, which shows the ratio of annual benefits to the 
estimated costs, there is a wide variation in the benefit-to-cost ratio. 
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The best ratio of annual benefits to cost is estimated at 6.32. The 
pooreeeanens is indicated in the last one, which I gather is a ratio of 
1 to 0.48. 

Are you using in those figures the same benefits-to-cost ratio that 
is used by the Corps of Engineers in the buildup of their formula for 
the justification of their projects? 

Mr. Baron. I am not sure that I understand the question. The 
cost estimates of the Corps of Engineers? 

Mr. Forp. The tradition formula that is used by the Corps of 
Engineers provides that for every dollar of cost there must be at oes 
a dollar in annual benefits to accrue from it, and if they do not at least 
reach parity, the Congress refuses to approve the project. 

Now, the first one would show a very, very fine record, but when 
you get down to any below a 1 to 1 ratio, the Congress would not for 
United States projects approve the construction. 

Mr. Baron. We were fixed at roughly a 0.50 percentage by the 
Bureau of the Budget. Substantially all our projects are within that 
area, 0.50. 

We understand further that the Department of Agriculture goes 
down below that, to 0.25 percent. I am not sure about the program 
of the Corps of Engineers. I have been told that the Department of 
Agriculture goes down to 0.25 percent in this type of work. 

Mr. Foro. You use a different formula than that used by the Corps 
of Engineers in its estimates? 

Mr. Baron. Yes. 

Mr. Forp. Is this the formula, then, that the Department of 
Agriculture uses for its justification for construction projects? 

Mr. Baron. They go much lower. Half the benefits is all right. 
The Bureau of the Budget did fix this 0.50 benefit that we are sub- 
stantially above. You see one there at 0.48; that, however, is 
practically 0.50. 

Mr. Forp. Will you provide for the record an answer which will 
tell which department’s formula you are using—whether it is the 
Corps of Engineers, the Bureau of Reclamation, or the Department 
of Agriculture? 

Mr. Baron. Certainly. 

(The following information was subsequently supplied:) 


RECLAMATION PROJECTS IN THE Ryukyu ISLANDS 


There is set forth below an analysis of the methods used in comparing benefits 
and projects by the various Federal agencies of the United States Government, 
included in a report prepared by the Subcommittee on Benefits and Costs, 
submitted to the Federal Interagency River Basin Committee: 


“SUMMARY AND COMPARISON OF CURRENT PRACTICES 


“11. Perspective and scope of coverage of benefit practices—(a) The benefit 
practices of the several participating agencies are in agreement on perspective. 
All agencies recognize that benefits should be considered from the broad publie 
viewpoint rather than from a necessarily less comprehensive private standpoint. 

(b) The objectives of the agencies are in general agreement with respect 
to scope of coverage of benefits but there are differences in the extent to which 
the objective is achieved in practice. All agencies recognize that benefits to 
whomsoever they may accrue should be considered and that, in addition to the 
obvious and important direct benefits to individuals directly affected by a project 
there are indirect or extended benefits accruing to others in the locality an 
throughout the region and the nation. There are differences in the extent to 
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which the agencies have considered it appropriate to include various kinds of 
extended benefits, to recognize the more remote benefits and to place a monetary 
value on extended benefits. 

‘“*(c) All agencies give consideration to the possible benefits to other water 
uses and related purposes in planning and evaluating projects in the primary 
field of water resources assigned to them by Congress. In defining and using 
benefits other than those for which the project is primarily authorized and built, 
each agency conforms generally with the practices of the agency having 
primary interest in the type of benefit involved. Differences in treatment, how- 
ever, are noted. In the case of hydroelectric power, the Federal Power Com- 
mission and Department of the Interior use somewhat different methods of 
defining power benefits. The practices of the Bureau of Reclamation and Corps 
of Engineers in defining and using irrigation benefits also differ in some respects. 
The practices of the Federal agencies in considering certain benefits, such as 
recreation and preservation of fish and wildlife, also differ somewhat on a quali- 
tative basis owing to difficulties in developing satisfactory definitions and 
evaluation methods. 

“(d) It is apparent that appraisal of the full significance of the differences 
noted in perspective and scope of benefits will require consideration beyond the 
qualitative phase of this study. 

“12. Perspective and scope of coverage of cost practices—(a) The viewpoint 
of all agencies as to what are the major elements of cost of water resources proj- 
ects is essentially similar. The perspective, like that on benefits, is fundamentally 
from the broad public viewpoint rather than from the private viewpoint. In 
application of this viewpoint the practices of the agencies are also consistent in 
the extent to which various types and items of cost are considered, although all 
agencies have made less progress toward considering costs by whomsoever they 
may be incurred than they have in considering benefits to whomsoever they 
may accrue. 

“(b) Project costs are defined generally as the cost to the Federal Government 
and to non-Federal public participants of establishing, operating, and main- 
taining the project. In addition, the Department of Agriculture includes in its 
project, the farmers’ costs such as certain installation costs and _ increase 
normal operating expenses which are required in connection with watershed 
treatment programs. The Corps of Engineers includes in its project costs 
in some cases, the cost to non-Federal public agencies for terminals necessary 
for utilization of navigation improvements. Terminal costs incurred by private 
interests are usually deducted from the benefits. In Bureau of Reclamation 
practice the costs to water users in an irrigation program are not included in 

roject. costs but are assumed to be accounted for on the benefit side of the 
fidget as discussed in paragraph 13 below. Another variation in practice is 
that the Bureau of Reclamation includes as part of project costs, the costs of 
investigations and surveys incurred for a specific project both before and after 
its adoption as a project whereas all other constructing agencies include in 
project costs only the cost of investigations and surveys subsequent to adoption 
of a project. 

“(c) In connection with costs all agencies consider interest and other factors 
involving time. On the basis of qualitative considerations alone there are no 
apparent differences in practices in this respect except that, for the purpose of 
economic analyses, the Department of Agriculture uses a perpetual maintenance 
basis for watershed treatment programs whereas all other agencies assume a 
limited project life. 

“(d) Costs other than project costs necessary for full realization of the gross 
(total) benefits of a project are considered by all agencies and, to the extent 
evaluated, are taken into account as deductions from gross benefits as outlined 
in paragraph 13 below. 

“(e) Certain less tangible costs such as the cost of destroying scenic¢ or historic 
values of property, resettlement costs, and certain indirect costs such as conse- 
quential damages to individuals near but not necessarily in the area being acquired 
for a reservoir or other purposes are given consideration, at least in some degree, 
by all agencies. Usually such costs are not evaluated except that cost estimates 
of the Department of Agriculture include an allowance for certain costs for 
resettling families displaced by its watershed treatment programs 

“13. Methods of comparing benefits and costs.—(a) In comparing benefits and 
costs all agencies confine the cost side of the ledger to what they consider project 
costs and reduce any total benefits on the benefit side of the ledger by the amount 
of any costs, other than project costs, necessary for full realization of such gross 
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benefits. The alternative approach would be to put all costs on the cost side and 
all benefits on the benefit side. 

“(b) All agencies consider some benefits, the realization of which depends 
in part on the accomplishment of certain measures other than the project works. 
The methods by which the several agencies make allowance for these additional 
measures in comparing benefits and costs is illustrated in table 2 on the follow- 
ing page. To simplify the comparison the types of benefits listed for each agency 
in table 2 are limited to benefits of functions for which the agency has primary 
responsibility. Similarly the costs shown are intended to represent only the 
costs chargeable to those functions. 

“(e) The Bureau of Reclamation does not include on the cost side the farmers’ 
or water-users’ costs necessary for realization of increases in gross crop incomes. 
Instead of actually deducting those costs from gross crop incomes to obtain net 
direct agricultural benefits, the Bureau has made the assumption that the in- 
crease in gross crop income represents the sum of all net direct agricultural 
benefits and the resulting net indirect benefits creditable to the project. (It 
should be noted that the Bureau has under consideration new practices which 
do not inelude use of the foregoing assumption.) 


“TasLE 2—Methods of comparing primary purpose benefits and costs 
** Benefit side of the ledger “Cost side of the ledger 
“DEPARTMENT OF AGRICULTURE 


“Off-site benefits (such as flood and “Project costs (include the cost of 
sediment damage prevention and in- project measures to Governmental 
creased property utilization) which agencies and to owners and operators 
consist of increases in net income of lands on which the measures are 
(equivalent to increases in gross in- installed, decreases in gross incomes 
come less costs other than project on any such lands and increases in 
costs) plus on-site benefits which con- normal operating expenses on such 
sist of increases in gross incomes re- lands). 
sulting from higher production on 
lands on Which the measures are in- 
stalled and reductions in normal 
operating expenses on such lands. 


“BUREAU OF RECLAMATION 


“Tnerease in gross crop incomes. The “Project costs (include the cost of 
Bureau has made the assumption that project measures but do not include 
this item is equivalent to the sum of farmers’ or water users’ costs since 
net direct benefits to agricultural in- they are assumed to be accounted for 
terests (increase in water users’ net on the benefit side). 
crop incomes) and the net indirect 
benefits, to both agricultural and non- 
interests, resulting there- 
rom, 


“CORPS OF ENGINEERS—FLOOD CONTROL 


“Amount of direct and indirect flood “Project costs (include the cost of 
damages prevented. (No costs other project measures but do not include 
than project costs are involved) plus property users’ costs where necessary 
increase in net income resulting from to realize increased utilization bene- 
higher utilization of property (equiv- fits since such costs are deducted on 
alent to increase in gross income less the benefit side). 
costs other than project costs). 


“CORPS OF ENGINEERS—NAVIGATION 


“Savings due to use of water trans-  ‘‘Project costs (include cost of proj- 
portation as compared with alterna- ect measures, and costs of public 
tive methods (equivalent to the total terminals and navigation aids, but 
cost of the alternative less all costs does not include water-carrier and 
by the waterway method other than private terminal costs which are de- 
project costs; e. g., water-carrier ducted from benefits. 
costs), 
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“TaBLE 2—Methods of comparing primary purpose benefits and costs—Con. 
“ Benefit side of the ledger “*Cost side of the ledger 
“FEDERAL POWER COMMISSION 


“Value of hydroelectric capacity and ‘‘Project costs (include cost of the 
energy from the project (based upon hydroelectric development but does 
the cost of equivalent power from an not include transmission costs which 
alternative source, usually steam elec- are accounted for on the benefit side).”’ 
tric, with certain adjustments, which 
allow for any differences in trans- 
mission costs and losses). 


The evaluation of the estimated benefits and project costs of the land reclama- 
tion projects to be undertaken in the Ryukyu Islands is similar to the formula 
or practice used by the Bureau of Reclamation, Department of the Interior. The 
measurement consists of comparing the value of the increases in annual gross 
crop or product income with the project cost (construction including labor but 
excluding water rent, farmer’s costs, amortization, etc.). 

The civil administration of the Ryukyu Islands was guided in the method used 
by the understanding that approval would be given only to those projects which 
would furnish an increase in gross crop income of at least 50 percent of the con- 
struction cost within the first year of full production after completion of the project 


PAYMENTS TO REVOLVING FUND 


Mr. Foro. As I understand this program, the Federal Government 
of the United States has put up the initial amount of $694,500 for 
the construction of projects listed here. 

Mr. Baron. Yes. 

Mr. Forp. The people who will derive benefits from the con- 
struction, those who get water for utilization on their lands, will 
make payments to a revolving fund? 

Mr. Baron. That is correct. 

Mr. Forp. Then that revolving fund will be used subsequently 
for construction of other projects? 

Mr. Baron. That is correct. 


TERMINATION OF UNITED STATES APPROPRIATIONS FOR 
RECLAMATION PROJECTS 


Mr. Forp. Is it anticipated this will be the one and final Federal 
appropriation? In other words, all other projects subsequent to 
these listed will be financed out of the revolving fund, or local 
revenues? 

Mr. Baron. I do not think that the policy matter raised by your 
question has ever been settled or anticipated one way or the other. 


AMORTIZATION OF UNITED STATES SUPPORTED RECLAMATION 
PROJECTS 


However, I might point out that the annual repayment to the 
revolving fund will be rather small. These projects will probably 
be amortized over a 15-year period. 

Mr. Forp. How tong will it take to construct these projects? 

Mr. Baron. We hope to accomplish them within approximately | 

ear. 

m Mr. Forp. There will be revenues immediately? 
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Mr. Baron. No. This project only brings the water, but there is a 
great deal to do to build a rice paddy besides getting the water. You 
must work the ground and bring new types of soil into the field; it 
takes 3 to 5 years for a rice paddy to come into full production. These 
production figures are after the full production is reached. Depending 
on the area and the soil, it takes approximately 3 to 5 years to bring 
about full production. 

Mr. Forp. There will be no revenue from these projects for at least 
3 and possibly 5 years? 

Mr. Baron. Probably 3 years. 

Mr. Forp. And your period of amortization then will run from the 
end of the third- or fifth-year period? 

Mr. Baron. That is correct, for probably 15 years. It has not been 
definitely determined, but I would say probably it will be 15 years, 


PERCENTAGE OF COST OF GOVERNMENT PAID FROM REVENUES COLLECTED 


Mr. Forp. In the testimony last year this statement was made: 


Approximately 80 percent of the cost of government is paid by taxes collected 
from the Ryukyuan people. 

Mr. Baron. Yes. 

Mr. Forp. What is the latest figure in that regard? That testi- 
mony referred to the fiscal year 1953. 

Mr. Baron. Yes. It is 82.1. 

Mr. Forp. What do you foresee for the fiscal year 1955? 

Mr. Baron. 87.3, and of course that is estimated. 

Mr. Forp. Could you provide for the committee a chart showing 
the total amount each year collected? 

Mr. Baron. Yes. That is in the chart that has been inserted al- 
ready in the record. I might add at this point this is the revenue of 
the Government of the Ryukyu Islands, or the central government, 
and does not include the revenue of the local governments. Much 
of their revenue is labor in kind and is relatively small as far as the 
actual cash collection of taxes is concerned, with the exception of the 
city of Naha and the city of Nago, the two main cities on the island of 
Okinawa. 

(Norr.—The chart referred to may be found on p. 118.) 


COUNTERPART OR B-YEN CURRENCY FUNDS 


Mr. Forp. Last August when I was in Okinawa we had some dis- 
cussion about the utilization of funds which were generated from 
counterpart operations. 

Mr. Baron. Yes. 

Mr. Forp. Do you want to give us a general statement in reference 
to that situation? 

Mr. Baron. Yes. That matter has been determined by the Gen- 
eral Accounting Office to the effect that all the funds raised by the 
sale of GARIOA goods, all the local currency funds, are not subject 
to section 1415 of the revenue statutes of 1953, and are not available 
for direct United States purposes, military or otherwise. Those 
funds for many years have been handled as funds available for the 
development of the local areas, and are still being handled in that 
manner. 
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Mr. Forp. What is the amount presently available? 

Mr. Baron. There is no such thing as a presently available amount. 
It depends primarily on the GARIOA appropriation. This year we 

t $1,536,000, which will produce approximately 200 million yen. 

t will produce at exactly 120 yen to 1 United States dollar. 

Mr. Forp. What were the United States dollars? 

Mr. Baron. $1,536,000. 

Mr. Forp. That is the amount during what fiscal year that was 
credited for this purpose? 

Mr. Baron. That is for the fiscal year 1954, the current fiscal year. 

All those counterpart funds will be available for utilization in the 
Ryukyus. ‘they are primarily used for support of the Government 
of the Ryukyu Islands. Then there is the financing of long-term 
credit requirements in the island; in other words, making loans to 
businesses on a long-term basis. It is the only long-term credit 
available in the islands. 

Mr. Forp. Could you give for the committee’s benefit just how this 
$1,536,000 was actually generated? 

Mr. Baron. Yes. The appropriated funds are used for the acqui- 
sition of petroleum. This expenditure is made through the Quarter- 
master of the Army. The oil is then shipped to the Ryukyuan Islands 
and sold through local petroleum-distribution systems in the islands. 
The oil is sold at the rate of 120 yen to $1 at its original cost. The 
money received from the sale is deposited into this local B—yen cur- 
rency fund, at that point. 

Mr. Forp. Can you relate to the committee the amount that has 
been made available in a similar way over previous fiscal years? 

Mr. Baron. Yes. The previous fiscal years would be the GARIOA 
appropriations since 1952. The economic-aid portion of the appro- 
priations was used for the acquisition of goods which were sold at the 
exchange rate of 120 to 1; the same principle is involved no matter 
what commodity is involved. If you go back before 1952, there were 
varying exchange rates; in other words, food may have been sold at 
50 to 1, while fertilizer was sold at 25 to 1, and petroleum may have 
been sold at 120 to 1. From 1952 forward we can say the same system 
has obtained. 

Mr. Forp. What is the actual amount that has been available in 
either dollars or yen in each year starting from the beginning and 
running up to fiscal year 1953? 

General Marquart. That is in the statement on page 3. 

Mr. Baron. In 1952 we had $13,100,000; in 1953, $8,800,000, and 
in 1954, $1,500,000. 


TOTAL UNITED STATES CONTRIBUTIONS 


Mr. Forp. Referring to page 3 of the statement, if we were to total 
up those 5 figures, that would be the maximum amount that has been 
available for utilization on the island? 

Mr. Baron. No, sir. That does not give you the figure because in 
1950 and 1951 the figures include a substantial portion for direct 
contributions through the GARIOA construction program which did 
not produce counterpart fund yen, and also the 1950-51 figures cover 
commodities that were sold at exchange rates ranging all the way 
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from 5 yen to the dollar to 120 yen to the dollar; you could do it for 
1952, 1953 and 1954, but you could not for 1950 and 1951. 

Mr. Forp. What part of the 1950 and 1951 funds would be avail- 
able for this purpose? 

Mr. Baron. In 1950 there was $17,205,000 for food and grain, 
fertilizer and feed, petroleum, and industrial production material, and 
industrial machinery and parts. In addition, motor vehicles, miscel- 
laneous supplies and transportation costs were supplied in the amount 
of $12,031,000. So that would be $29,236,000 of economic aid items 
which were sold at various exchange rates during that period. 

Mr. Forp. What about the fiscal year 1951? 

Mr. Baron. For the fiscal year 1951 there was approximately 
$23,760,000 for the same type of goods that were brought in. 

Mr. Forp. You have available for this purpose from the fiscal year 
1951 through fiscal year 1954, inclusive, approximately $76.4 million. 

Mr. Baron. That is correct. 

Mr. Forp. How much of that has actually been used for various 
purposes in this period? 

Mr. Baron, Substantially all of it has been actually used during 
this period for these purposes. 

Mr. Forp. How much has been used for grants; how much has 
been used for the revolving fund? 

Mr. Baron. We would have to break that down for you. Roughly 
speaking, as of the end of fiscal year 1954 approximately $13 million 
will have been used in the long-term credit program. 

Mr. Forp. Give us a general idea, and make the figures accurate 
when you get the record. 

Mr. Baron. I would guess about $50 million of yen at the exchange 
rate of 120 to i was produced. However, that is in relation to 
production of yen through the $75 million GARIOA economic aid. 
The rest would be accounted for by the varying exchange rates in 
early years. 

Mr. Forp. I thought we had washed out the various exchange 
rates when we came up with the figures of $29 million and $23 million? 

Mr. Baron. Oh, no, sir. We washed out the direct construction 
program only. 

Mr. Forp. So you wash out another $25 million? 

Mr. Baron. That is correct. Remember that the 120 to 1 exchange 
rate was not settled until it was first established in 1950, but it took 
approximately 2 years to get all commodities at this one exchange 
rate, and from that time forward we have been going on a single 
exchange rate. 

Mr. Forp. The net effect is, then, that you have had approximately 
$50 million utilized for this purpose? 

Mr. Baron. That is correct, over this period of years. 

Mr. Forp. How much of that $50 million has been used for out- 
right grant? 

Mr. Baron. I would say approximately $25 million in yen was 
utilized in the grant-in-aid program to the Ryukyu Islands central 
government. I would estimate $12 million of yen was used for other 
aid to municipalities and agencies of the government, the accumula- 
tion of dollars in the Ryukyu foreign exchange fund and in addition 
to that, $13 million was put into the long-term-credit program. 
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Mr. Forp. In other words, $40 million of the $50 million has been 
used to make i any deficits in either the overall government or con- 
stituent parts of it? 

Mr. Baron. That is right, and there is a further factor in here: 
that is certain of the funds were utilized to build up Ryukyu foreign 
exchange fund. The Ryukyuan foreign exchange fund is a fund of 
United States dollars which currently finances all the import trans- 
actions on the island, or rather that is what it is expected to do this 
next fiscal year. It does it this year with the exception of POL. 

That fund was developed in part by the sale, or by the investment 
you might say, of this local currency into dollars; these dollars make 
= all the private commercial import transactions in the islands 
today. 

In other words, we do not have to rely upon any procurement 
through United States procurement channels. It is all done by local 
commercial people on a straight foreign exchange utilization basis, at 
a single exchange rate. 

Mr. Forp. It seems to me that you may be getting yourself into a 
most difficult situation. You have on the one hand a decreasing avail- 
ability of these funds because of reduced appropriations by the Con- 
gress, which in effect generates these funds, and at the same time I see 
no appreciable decrease in the demands for the deficit by the various 
governments there. 

What are you going to do when you get down to that point where 
you do not have $50 million to work with and the congressional appro- 
priations are correspondingly reduced? 

Mr. Baron. The Government of the Ryukyu Islands, financed from 
its own revenues 23 percent of its expenditures in fiscal year 1950; this 
has increased to an estimated 87 percent in fiscal year 1955, which then 
relieves the United States Congress of the necessity of making appro- 
| pm mg to finance 75 a or 77 percent of the program. The 

gures are getting much smaller at the present time. That is the 
reason why the appropriation can go down, and we still accomplish 
our purposes in the islands. 

It is true that we are at a very low ebb in the appropriations from 
Congress for support of the Ryukyu economy. The appropriation 
request is very small, as you can see. As you know, there is con- 
siderable economic activity in Okinawa. The place is a beehive as 
compared to the immediate postwar years. Once the United States 
position in the area was made firm there was a great impetus to move 
to a solid economic basis. 

We have been progressing with that objective in view. I would 
say we no longer need these appropriations which ran $48 million in 
1950-51. 

B-YEN FUND 


Mr. Forp. What do you expect the fund to be at the conclusion of 
fiscal 1955? 

Mr. Baron. The dollar fund, Mr. Ford, or the yen fund? 

Mr. Forp. The B-yen fund from which these amounts have been 
made available to make up the deficit. 

Mr. Baron. Well, we expect only to pet in 1955 new B-yen of 228 
million yen, which is the translation of $1,900,000 into B-yen, and 


that B-yen, 228 million yen, is to be used for the support of the 
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government of the Ryukyu Islands for the land development and 
school construction programs, plus aid for paying for GRI general 
services. 

Mr. Forp. What do you expect the amount to be, the net amount 
in the fund, at the end of fiscal 1955? 

In other words, you will have had approximately $50 million 
available, $40 million of which has been used, or will have been used, 
for the makeup of deficits. Will you have approximately $10 million 
available at the end of fiscal 1955? 

Mr. Baron. Oh, no; sir. We will not have any new money except 
this $1,900,000 plus the $3,135,000 times 120 which we expect to go 
down in the Ryukyu Foreign Exchange Fund which is shown on the 
other statement which we have here today. 

Mr. Forp. Is this sheet which you have shown me what we have 
been talking about? 

Mr. Baron. No. We have been talking mainly concerning yen. 
As dollars are drawn down from Ryukyu Foreign Exchange Fund, 
the fund automatically receives ven in an identical amount, translated 
at the single exchange rate of 120 to 1. 

Most of the money which is drawn down from the fund has to go 
to the financing of aa e-scale imports, such as petroleum and rice. 
The previous method of importing these items has been through direct 
utilization of United States Government funds, appropriated funds. 
But now this method is no longer used and imports will be financed 
from local resources. This financing must be done; credit must be 
advanced. The funds in the drawdown are essentially used to 
finance these increased import items, importing POL and rice on a 
private basis. 

Currently we have just concluded one transaction with the Govern- 
ment of Burma for a $6 million purchase of rice. 

As you see, there is no rice purchased here by appropriated funds for 
this year. The $6 million program was astieagliched through the use 
of local resources. 


UNITED STATES CONTRIBUTION TO SUPPORT OF RYUKYUAN GOVERNMENT 


Mr. Forp. To your best knowledge what would you forecast would 
_ be the comparable figure to 87 percent in fiscal 1956? 

Mr. Baron. Well, I feel that that is getting about as high as it ever 
will get say approximately 90 percent. We feel that 10 percent of 
the GRI program, roughly 10 percent, is the amount that should be 
contributed by the United States in recognition that it is benefiting 
from the services which we talked about yesterday. We have ap- 
proached the peak of revenue collections. 

I might say that this is a very difficult thing to move to this high. 
As you know, the natives are on the side of not paying any taxes if 
they can, so it is no easy job to get them to pay all their bills. 

Also the operation there is not done by, you might say, direct opera- 
tion, of United States personnel. It is done indirectly through a local 

overnment. It is much harder to get things done that way than it is 

y direct government; but it is much less expensive to the United 
States to do it indirectly and I think in the long run much more satis- 
factory for all concerned. 
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REPAYMENT OF LONG-TERM CONSTRUCTION LOANS 


Mr. Forp. What is your record of repayment on your long-range 
credit program? 

Mr. Baron. Very excellent record there. We have absolutely 
emphasized that it was in no sense a giveaway program, that loans 
must be repaid and they must be repaid according to schedule. Our 
record has been exceptional in being able to collect loans. 

Generally speaking we are getting a return of approximately 10 
ercent, a little less than 10 percent, of the total outstanding paid 
ack every year on these long-term construction loans. 

Mr. Forp. Have you had any failures to pay? 

Mr. Baron. We have had a number of failures to pay but they 
have not been in the large items or the big items. We have a number 
of big items such as a sugar plant; we financed a hotel this way; but 
they are on a basis which allows them to repay their loans. 

Mr. Forp. Could you submit for the benefit of the committee the 
number of loans, the record of repayment, and the failures? 

Mr. Baron. Yes, sir. 

Mr. Forp. Do you have that information readily available? 

Mr. Baron. Yes. 

Mr. Forp. Is it so voluminous that it could not be included in the 
record? 

Mr. Baron. Roughly speaking we will have approximately, as I 
said, $10 million in this long-term construction program. 

Mr. Forp. Supplv it for the record in as complete detail as you can. 

Mr. Baron. I will do so, sir. 

(The information requested is as follows:) 


Ryvukyvan Lone-TerM Crepit Program 


Statement of Ryukyuan reconstruction finance fund loans (as of Mar. 31, 1954) 


Amount handled Total amount of Grand | total =e BH 


month since 
during this month this term service commencement 


Classification 


Num- - Num- 
ber of Amount Amount ber of Amount 
loans 1 loans 


188, 681.70| 1, 877}3# 295, 556, 698.60) 11, 545) #1, 974, 759, 377.20 


52, 927, 681. 70 , 735, 558. 9,727} 1,772, 141, 434. 20 
280, 000. 00 60 7: 703 90, 494, 040. 00 
981, 000. 00 19, 245, 840. 00 1,115 112, 123, 9 135, ees Loo 


39, 753, 461. 70 , 296, 955, 476.70) 9,493) 1, 393, 872. 
39, 231, 461. 285, 106, 696.70) 8,047) 1, 287, 333, 681. 50 
80, 000. 52 683 


, 360, 000. 61, 955, 000. 00 
442, 000.00 , 488, 780. 44, 583, 780. 00 


8, 269, 150. 00 | $2,772, 498.00; 1, 496, 209, 985. 70 70 


2, 201, 150. 00! 26, 051, 225. 00 410, 851, 822. 70 
Miyako , 000, 000. 5 1, 955, 800. 00 18 28, 289, 040. 00 
Yaeyama 000. 00) 4, 765, 473. 00 57, 069, 123. 00 


19, 246, 801. 70; 235, 877, 671. 60 1, 125, 850, 50 


18, 209, 801. 70 , 221, 721, 891. 60; “a 1, 021, 408, 031. 50 


235, 000. 00 5, 191, 000. 681 61, 675, 000. 00 
802, 000. 00: , 964, 780. 751 42, 767, 780. 00 


13, 077, 676. 90 b 113, 254, 529. 60) 114, 243 262, 868, 915. 00 
11, 548, 302. 30 99, 168, 950.40) 105, 825 235, 529, 757. 80 
951, 725. 30 * 7, 924,019.90, 5, 573 15, 686, 356. 90 
577, 649. 30 ’ 6, 161, 559.30) 2,845 11, 652, 800. 30 


Loans applied 186 
176; 
2 
Loans approved . 154] 
147 
1 
Loans disapproved 
Loans disbursed............_ 147, 
 127| 
Yaeyama..............- 13 
Principal 6,010) 
295 


Con. 


Amount handled 


Total amount of 
during this month 


this term 
Classification 


Grand total until this 
month since RRFF 


service commencement 


Num- 
ber of 
loans 


Amount 


principal repaid 5, oos! F13, 305, 220. 70| 


42, *¥93, 855, 037. 50) 


| Num- | 
ber of 
loans | 


Amount 


107, 143| 3243, 394, 838. 40 


11, 895, 200. 90! 
784, 
625, 570. 


Okinawa 
Miyako... 


40, 071) 
993) 
1, 331) 


83, 167 
5,7 


5, 518) 301. 80) 
280 


4, 47, 286. 


2,0 3,871, 777. 60 
152 
Yaeyama..-.-------- 


904) 3,115, 
5, 516) 2, 681, 374. 6 
295 289, 332. ! 
183) __ 641. 7! 


Interest due 


Okinawa-.--------------- 


11355, 266. 40 


Interest repaid 27, 369, 027. 70 
Miyako-..--- 


Yaeyama ----------- 


48. 10 
614. 00) 
2, 375. 50} 


39, 994) 
1, 995 
1, 336 


Interest in 


2, 055| 
152 
38) 


Okinawa-..-.----------- 1, 013, 263. 7 
144, 423. 90) 
39, 605. 30 


Interest collected on loans 


on bill 229, 113. 4, 457, 169. 60 


| 99, 


16, 076, 233. 
2, 148, 792. 40 
0 10 10 


63. 763, 689. 80 
5, 810, 228. 50 
2, 848, 136. 10 


5, 626) 
6, 066) 
3,109) 


107, 


68, | 912, 588. 80 
él, 041, 919. 40 
5, 242, 429. 60 
2 628, 239. 80 


785 


99, 332, 
5, 465 
2) 

852. 60 


104) 687 


397) 
601) 


3, 3, 876, 032. 90 
567, 798. 90 
214, 020. 80 


a 1, ora 4, 463, 561. 60 


Miyako-..- 
Yaeyama 


222, 575. 
1, 121. 40) 
5, 416. 20) 


4, 401, 803. 40) 
19, 996. 20! 


Breakdown of loans ap- 
provec 
House construction 


6, 746, 225. 00| 2%, wl 94, 077, 580. 00 


6, 471, 225. 00 ool 
80, 000. 00 
000. 00| 


638, 800. 00) 
27 2, 010, 000. 00 
47| 3, 428, 780.00 


Okinawa...-.------- 


House repairing... ..--- 


Agriculture and fish- 
i 1, 406, 236. 70) 


49) 480 ll, 075, 476. 70 
8, 37 79, 7 6. 70 

325, 000. 00 
371, 000. 


47} 1,357, 236. 70 357 
| 7 
106) 


49, 000. 00) _ 


199 
8| 


31| 31, 601, 000. 


29) 31, 403, 000. 00) 


_191, 752, 420. 
188, 038, 420. 
1, 025, 000. 
689, 000. 


198, 000. 15) 


Yaeyama........-... 


35, 370. 00) 


00) 


1,320 837 
63) 
89) 


4, 407, 


6, 002 
5,310) 
436 


511, 904, O18. 80 


454, “917, 238. 80 
39, 373, 000. 00 
17, 613, 780. 00 


779, 000. 00 
636, 000. 00 
143, 000. 00 


2,3. “ 199, 062, 862. 70 

069) 182, 501, 862. 7 
167 5, 365, 000. 
116) i, 106, 000 


570, 563, 580. 
537, 7 775, “580, 
17, 067, 000. 
15, 721, 000. 


79| 


111, 563, 000. 


111, 413, 000, 
150, 000. 00 


~ 101 


100, 
1 


1 2,246 installments in a total of $4,700,825.80 represent those principal collected during the month out of 


those i in arrears until the end of last month. 
22,245 installments in a total of $1,138,715.40 re 


present those interest collected dt 
in arrears until the end of last month. 


iring the month out of those 


Statement of Ryukyuan reconstruction finance fund loans (as of Mar. 31, 1954) 
| 
Num- 
ber of | Amount | | 
loans | 
219, 453, 524. 70 
nw§eatoacwsue 13, 537, 564. 50 
Yaeyama -.---.----------- 195 8. 20 2, 742) 10, 403, 749. 20 
| 29 90 7,100 119, 474, 076. 60 
2.90 103) 
50,341) 37, 763,291.00) 114,801) 72,4 1. 40 
46,288] 33, 986,003.00) 10 
2, 596 2.422. 021. 60 
Yaeyama 
= 
2.245) 1, 197, 202. 90). 
85) 1, 290 40 
4 63} 20 
9) 86 00 
= —4 = } 
74 
71 
1 
2) 
1| 50,000.00, 16, 
1 50, 000. 00 13 
Commerce and indus- | a 
| 00 1,022 00 
Okinawa............| 00) 00 
Yaeyama..........- 2 00 SS 00 
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Leans pending ap- A 

pproved loans 
close of period promissory notes 


Num- Num- Num- 
ber of Amount Amount ber of Amount 
loans loan loans 


$352, 698, 580. 00 $268, 021, 650. 00 $145, 910, 416. 00 
16, 470, 290. 00 12, 575, 260. 00 5, 266, 150. 00 
16, 010, 290. 00 12, 165, 260. 00) 5, 136, 650. 00 

130, 000. 00 1 80, 000. 00 
330, 000. 00 


500. 00 


1, 743, 750. 00 
1, 486, 750. 00 


| 
Classification 
House construction 187| 
151] 
2 
Agriclture and fisheries... 84] 6, 569, 650. 00 31 = 4 823, 200. 00 
7 Okinawa.................- 75| 2, 841, 650. 00 27 10 660, 800. 00 
Ps nc:5c0neshbnnoten 9 3, 728, 000. 00 4 257, 000. 00) 4 162, 400. 00 
Commerce and industry....... 91} 296, 998, 640. 00 67| 253, 702, 640. 00 52} 139, 821, 066. 00 
Okinawa...............-.- 84} 288, 369, 640. 00) 62} 252, 273, 640. 00 48} 139, 537, 066. 00 
A EIR. 25 2 400, 000. 00) 1 200, 000. 00 1 140, 000. 00 
PI. <ncchaneancateec 5 8, 229, 000. 00 4 1, 229, 000. 00 3 144, 000. 00 
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Mr. Forp. Who makes these decisions as to grants and as to long- 
term loans? Do you have a board of directors, and, if so, who sits 
on the board? 

Mr. Baron. No. The fundamental decision is made by the 
United States Civil Administrator of the Ryukyu Islands. He gets 
advice from many areas, He gets advice from the business people 
in Okinawa, native business people; he gets advice from the actual 
chief executive and other governmental leaders in the island. 

It is always a thing that many, many natives are interested in. 

The Civil Administrator makes the determination and generally 
speaking there are two claims that line up more or less side by side 
for the major portion of the funds—the Government and this long- 
term credit program. 

The tendency before, up to 1951, let us say, has been to just pay 
the governmental deficits. Conditions were upset then and most of 
the funds were needed and used for operating the government. 

Since that time, 1951 through the current fiscal year, emphasis 
has been put on expanding the long-term credit program in order 
to provide a base where agriculture and industry could reestablish 
itself in the islands. 

This next year 228 million yen will go into the government operation. 
All of the current funds are committed in advance, you might say, 
for aid to the government. That is the theory of the whole GARIOA 
request for this year. 

’e hope in some way or other we will be able to maintain the addi- 
tional requirements of the long-term credit program. For example, 
in the REF drawdown of $3 million for this next year, will have 
to aid in financing the long-term credit program. 


RESETTLEMENT PROGRAM 


Mr. Forp. What progress has been made in the long-range program 
of moving some of the population from the principal island to the 
southern areas? 

Mr. Baron. The program has now started. There are a number 
of new villages which actually have been established down there. 

Generally speaking it follows the pattern of the head of the house- 
hold going down first and then bringing in his family. In some cases 
where it is possible the family moves in at the same time. 

The government of the Rvukyus Islands is directly concerned with 
this program and does give certain subsidies to these families to get 
them to move down there which provides in effect for their trans- 
portation and gives them enough to live on until they hack out of the 
wilderness a piece of ground which they are able to work. 

There is also a new lumbering industry which is being established 
in Yaeyama by a joint venture of Japanese and Ryukyuan capital. 
The lumber produced will be primarily used for railway ties in Korea. 
The market for this product exists in Korea and, to a lesser extent, 
in Taiwan. 

Mr. Forp. Could you provide for the record a summary of precise 
progress that has been made, for example, how many villages, how 
many people, and what cost? 

Mr. Baron. Yes, sir. 

(The information requested is as follows:) 
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RESETTLEMENT PROGRAM FOR YAEYAMA 


Resettlement in Yaeyama Gunto was started by the Ryukyuans in May 1950 
and as of February 1954, 363 families, numbering 1,510 persons, have moved from 
Okinawa and Miyako to this new frontier. 

The government of the Ryukyu Islands has developed a general plan for resettle- 
ment on Iriomote and Ishigaki Islands of Yaeyama Gunto. A reconnaissance 
survey revealed a total of 13,585 acres of land (table 1) suitable for cultivation. 
About 2,062 acres of this land can be converted to rice paddies, and the remainder, 
11,522 acres, will be dryland farms. The GRI plan calls for the resettlement of 
about 3,180 families, numbering 15,900 persons, from Okinawa to Iriomote and 
Ishigaki Islands. Each family will receive approximately 3.25 acres of land and 
subsidies (table 2) for travel, housing, equipment, clearing of land, and com- 
munity facilities. GRI plans to construct publie facilities such as roads and 
bridges, fishing ports, schools, public health requirements, communications, and 
navigational aids (table 3). 

GRI fiscal year 1954 budget included Y23,500,000 ($195,833) for the Yaeyama 
resettlement program. Present plans call for the movement of 270 families, 
approximately 1,350 people, from Okinawa to Iriomote and Ishigaki Islands 
during the period March to June 1954. If sufficient funds are available the 
GRI plan for resettlement of Yaeyama Gunto can be completed within a period 
of 5 years. 

The Yaeyama Development Co., formed by Mr. Yohachiro Iwasaki, of Japan, 
and Kotaro Kokuba, of Okinawa, recently received a foreign investment license 
to carry on development projects on Iriomote as follows: 

1. Cutting of overmature trees on a share-forest contract and reseeding the 
eutover area. This operation will include the building of access forest roads. 

2. Establishment of a wood-preserving industry. 

3. Establishment of a plant for the extraction of starch from sweet potatoes. 

4, Establish a livestock industry on grazing land too rugged for cultivation. 

At presei.t the Yaeyama Development Co. has two crews conducting surveys 
on Iriomote, 1 is cruising timber and the other is selecting a base-operations site 
and surveying immediate road requirements. In the near future two more crews 
will be sent to Iriomote, one will survey mining and the other will survey the pos- 
sibilities of hydroelectric power. 

The Yaeyama Development Co. is a private enterprise with adequate capital 
and trained technicians. The company will need several hundred Ryukyuan 
employees in their first year of operation and this number could increase to 2,000 
when they are in full operation. Many settlers on Iriomote should find employ- 
ment with the Yaeyama Development Co. while others will have a market for 
vegetables, poultry and livestock. 


TaBLE 1.—Resettlement Yaeyama Gunto (estimated) 


| 

Area available for resettlement Familiesto| Yaeyama 
(acres) be moved, | families 

Location Okinawa | receiving 


and additional 
Total land Paddy Upland Miyako! land 


>| 


7, 373.0 


(a) Fukai-Nosoko District 5. 6 | i 1, 642. 5 
(6) Inoda 32. 6 3. 1, 309.0 
(c) Hirakubo District , 185. 6 5 1, 161.0 
(d) Nagura-Sokobaru District 3. 343. 3, 260. 4 
Iriomote | 5,236.4] 4,149.6] 


(a) Komi-Nakama 2,346.5 | 469.3 | 1,877.0 
(b) Takana-Nobaru District 1, 235.0 | 148. 2 | , 087.0 
(c) Urauchi-Funaura District 1, 654.9 | 469. 3 | , 185.6 


| 


! There are 5 people in the average family household in the Ryukyus. 


7 
\ 
500 | 25 
350 | 70 
305 | 30 
800 | 450 
“4,225; (280 
575 | 40 
| 
330 190 
11, 822.5 | 3, 180 805 
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TaB.el2.— Estimated costs of resettlement, Yaeyama Gunto 


Travel, hous- 
ing, an 
equipment ! 


Subsidy for 


Okinawa and 
Miyako 


resettlers from urine land 


aeyamsa 
residents ? 


Community 
facilities 
(farm roads, 


Komi-Nakama District 
6) Takana-Nob: 
‘¢) Urauchi-Funaura District 


*¥53, 018, 000 


1, 170, 000° 


400, 000 
4, 610, 500 


5, 130, 000 
($42, 750) 


46, 232, 300 
($385, 270) 


! Subsidy for travel; from Okinawa is ¥5,000 per family; for Yaeyama residents ¥?,000 family. Each 
family will receive: ¥10,000 housing allowance and ¥5,000 for seeds and farm tools. i well for every 10 fam- 
ilies estimated at ¥5,000. 1 dormitory for every 30 heads of families estimated at ¥180,000. 

? Each family from Okinawa will be allocated 1 cho and 3 tan (3.2 acres) of land and will be given ¥15,900 
for clearing their farm and putting it in cultivation. Yaeyama residents will receive ¥3,600 for every acre 
oe cultivation. This subsidy is to be used for constructing farmroads and ¥1,000 for every 2.45 acres 


Nore.—120 yen= US$1.60. 


TaBLeE 3.—Public facilities for Yaeyama resettlement 


Ronde ar 
oads‘and bridges 


Fishing ports 
Schools 


(Discussion held off the record.) 


IMPORTS AND EXPORTS 


Mr. WiceLeswortH. Let me ask you a question or two. You 
furnished pursuant to my request yesterday a table which shows a 
breakdown of exports and imports and GARIOA aid in 1953-54 and 
1955? 

Mr. Baron. Yes. 

Mr. WiaeieswortsH. You show for fiscal 1955 estimated exports of 
$56,075,000, estimated imports of $61,110,000 leaving a deficit of 
$5,035,000? 

Mr. Baron. That is correct. 

Mr. Wiae.teswortn. You propose, as I understand it, to reduce 
that deficit to the extent of $1,900,000 out of this request before the 
committee at this time? 

Mr. Baron. That is correct. 

Mr. WiaG.Leswortn. Should that be $1 million 9 rather than $2 
million 5, the full amount for grants, subsidies, and contributions we 
talked about yesterday? 

Mr. Baron. That is correct. 


| 
age, etc.) 
28, 335, 600 690, 000 879, 400 
a) Fukal-Nosoko District.........| 14,320, 000 7, 650, 000 180, 000 6, 864, 000 
b) Inoda District.._............. 5, 660, 000 3; 901, 500 450, 000 4, 235, 000 
c) Hirakubo District.............- 9, 120, 000 4, 544, 100 180, 000 4, 228, 400 
d) Nagura-Sokobaru. ............. 23, 918, 000 12, 240, 000 2, 880, 000 13, 552, 000 
18, 207, 000 1, 440, 000 17, 352, 900 
—| 
87,104,000 46, 542, 600 
Ishigaki Iromote Total 
a $243, 158 $542, 708 $785, 866 
186, 067 124, 313 310, 380 
763, 933 927, 604 1, 690, 537 
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Mr. WiGGLeswortn. Should the $600,000 come out of the 
$2,500,000 or should it not, in the light of the statement you made in 
the remarks of yesterday, that the economic effect of the $600,000 
would be realized in fiscal 1955? 

Mr. Baron. The $1,900,000 is comparable to the old projects for 
economic aid, 

Mr. WieGLeswortnH. | don’t think you get my question. My 
question is should the figure in fact be $1.9 million or $2.5 million, in 
view of the fact that the effect of the $600,000 released to you recently 
is to be felt in fiseal 1955, according to your opening remarks? 

Mr. Baron. The explanation is this—— 

Mr. WiaeéLteswortn. What is the answer? 

Mr. Baron. It should be $1.9 million. 

Mr. Why? 

Mr. Baron. Because the oil is actually delivered to Okinawa during 
the current fiscal year, but it will be in storage there and available 
for the next fiscal year’s sale. It is a pipeline of oil, in reality. 

Mr. WieGteswortu. My second question is why shouldn’t some 
part of the balance of the $3,450,000 which you are requesting have 
the effect of reducing this deficit? 

Mr. Baron. Because all of the expenditures of the balance of the 
money are direct dollar expenditures which do not result in any im- 
ports into the island. They are paying for students to travel to the 
United States, national leaders—-— 

Mr. WiaGLeswortn. For instance, how about personal services? 
Is that not paid right in the islands in dollars? 

Mr. Baron. That is correct. 

Mr. WieG.teswortnH. Doesn’t that contribute to the dollar economy 
picture in the islands? 

Mr. Baron. No, sir; because it is paid in the form of a military 
payment certificate and not in the form of B-Yen. All of the United 
States personnel that are attached to the United States Army in the 
Government there are paid in military payment certificates, and there 
is in effect two economies—one is a military payment certificate 
economy and the other is the B-Yen economy. It has no effect on 
the situation. 

Mr. WiaeLesworta. All right. 

Mr. Baron. Although, of course, there are many people who buy 
B-Yen with the MPC certificates, but that is included in the $56 
million of income there. 


ACCURACY OF ESTIMATES 


Mr. Wieaiesworts. How good are these figures? 

Mr. Baron. I would say they are exceptionally well estimated. 
We would see no reason to change—— 

Mr. WiaeLeswortu. Are they accurate as to 1953 and 1954? 

Mr. Baron. They are accurate, actual, for 1953. 1954, of course, 
ends on June 30, but on a recent review of just a few ny ago we have 


seen nothing that is going to change the situation by the end of June 
which we can see right now. Of course, we are rapidly approaching 
the end of June so I feel the 1954 figures are quite accurate. 

Mr. Mr. Gary? 


) 
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POLITICAL STATUS OF RYUKYUS 


Mr. Gary. Mr. Baron, what is the political status of the Ryukyus 
with relation to the United States? 

Mr. Baron. It is an area under which the United States has been 
given the right to administer and govern, that is exercise all rights 
of government, by article 3 of the peace treaty with Japan. 

The geographical area has a status which cannot be compared to 
any other area of which I know. It is not formally taken as a territory 
and it is not part of the general concept of the United States. , 

Also it is no longer part of the Japanese Empire, nor is it a U.N. 
mandate; it is a geographical area which is taken over for adminis- 
tration by the Government of the United States by virtue of article 3 
of the Japanese Peace Treaty. 

Mr. Gary. The United States has complete control of the islands? 

Mr. Baron. Absolute complete control and the United States 
exercises that control through the Department of Defense which uses 
the Department of the Army, as the controlling agency. The United 
States Civil Administration of the Ryukyu Islands is part of the 
Department of the Army. 

Mr. Gary. Is there any time limit to that control? 

Mr. Baron. No, sir; there is not. Recent statement by President 
Eisenhower stated that we intend to stay there indefinitely and 
exercise this degree of control we are exercising at the present time; 
that generally is interpreted to mean that the operation is going to 
go on indefinitely, and it may or may not be formalized by incorpo- 
rating it as a territory or some other device such as that. 

Mr. Gary. In view of that fact we are putting a great many 
permanent installations on the island, are we not? 

Mr. Baron. Yes, sir. The installations on the island must be 
built to withstand typhoons, and you cannot put a temporary installa- 
tion on the island, practically speaking, or it will blow away. In 
effect installations there are built of concrete and will last indefinitely. 


REVISED BUDGET SUMMARY 


Mr. Gary. Mr. Chairman, I do not believe that this exhibit 
captioned ‘Title of Appropriation, Government and Relief in Occupied 
Areas, Fiscal Year 1955, Revised Summary by Activity,” has been 
placed in the record. I request that it be placed in the record at this 

int. 
Taper. Surely. 

(The document requested is as follows:) 


— cr 
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Title of appropriation: Government and relief in occupied areas, fiscal year 1955, 
revised summary by activity 


Budget Revised 
estimate estimate 


Sec. I. Aid to Ryukyuan economy: 


| 

$875, 000 | $275, 000 

(b) Long-range rehabilitation a 695,000 | 695, 000 

(c) School construction... ........ 930, 000 | 930, 000 
Total, sec. I......... 2, 500, 000 | 1, 900, 000 

Sec. II. Civil information and education: 
(2) Information and education materials ‘ a F _ 193, 000 193, 000 

(b) Exchange of persons... 275, 000 275, 000 

See. HI. Administration: 
(a) Pay of civilians (Ryukyus)--...................-...-- St eee 800, 000 | 800, 000 
(c) Incidental operating expenses_____...._......_.-...-..- 155, 000 155, 000 
(d) Pay of civilians (departmental) -.-...................-.-..------ 60, 000 | 60, 000 
pr 4,050, 000 | 3 450, 000 


! This activity has been reduced by $600,000 which is equivalent to the amount of fiscal year 1954 
GARIOA funds recently released by the BOB for obligation during fourth quarter fiseal year 1954. 


Mr. Gary. According to this revised summary you are requesting 
$3,450,000 for fiseal 1955? 
Mr. Baron. Yes, sir. 


ECONOMIC AID REQUESTED 


Mr. Gary. Of that amount $1,900,000 is for economic aid? 

Mr. Baron. That is correct. 

Mr. Gary. Your original request was $2,500,000 for economic aid. 
This has been reduced by the $600,000 which has been discussed 
heretofore in the hearings? 

Mr. Baron. That is correct. 

Mr. Gary. As I understand it, however, the appropriation for 
economic aid for the fiscal year 1954 was $1,500,000? 

Mr. Baron. That is correct. 

Mr. Gary. So that your request under the revised summary is 
still $400,000 more than was appropriated for the fiscal year 1954? 
Mr. Baron. That is correct. 

Mr. Gary. Even after deducting the $600,000? 
Mr. Baron. That is correct. 


Crvit INFORMATION AND Epucation Funps 


Mr. Gary. You are requesting $193,000 for the information and 
educational program? 

Mr. Baron. Yes, sir. 

Mr. Gary. Just what activities are conducted under that program? 

Colonel Oursen. They have a number of information centers out 
there. They are known in some other areas of the world as cultural 
centers, and they are comparable to those which are operated by. the 
State Department in its information program. 
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I think we have five now. We had six. We lost one when Amami 
reverted to Japan. 

There are 3 on the mainland of Okinawa, 1 in Yaeyama and 1 in 
Miyako. They are supervised and controlled by the Americans 
hired for that purpose. As information centers they serve two 
purposes: One is to inform the Ryukyuans about the United States 
and how we conduct our affairs; and secondly to use these information 
centers as a means of improving the Ryukyuans themselves, as sort 
of an educational institution, as it were, for adults, English classes, 
discussion groups, and things of that kind. We feel that although we 
are contributing to the educational program by furnishing advice 
and counsel toward the improvement of the Ryukyuan ps hes for 
those of school age, we have heretofore not reached the adult, and 
that is one of the purposes of these information centers. 

In the center itself, in addition to the meetings, there is the showing 
of many documentary type films. We use films which are supplied 
or acquired from various agencies within the United States. They 
are narrated in Japanese so that the people can understand them. 

The centers have film slides, film strips, exhibits; books printed in 
Japanese available so people can come in and read them, with some 
books in English for those who can read our language. In addition 
there is a good variety of American magazines available. 

We are incidentally reducing the cost of the program this year from 
about $267,000 to $193,000 because most of the equipment which has 
been necessary such as motion-picture projectors, film and slide 
projectors, and similar supplies have been purchased. The reversion 
of Amami to Japan has also reduced the scope. 

Mr. Gary. Does the United States Information Service operate at 
all on the islands? 

Colonel Oursen. No, sir. State Department does not operate on 
the island. 

Mr. Gary. The program provided for in this appropriation is the 
only information program you have there? 

olonel OuTsEN. That is right, sir. 


RADIO STATION 


Mr. Gary. Do you have any broadcasting activities in that 
program? 

Colonel Oursen. Yes, sir; there is a radio broadcasting station 
there. It is identified as KSAR and is a part of the information 
program. It is a group listening type service, on a piped-in type of 
an arrangement wired into the home. They have only the one 
channel. There is no selectivity and they pay listener fees. It is a 
revenue-producing agency in that respect. It is partially self- 
supporting. 

Mr. Gary. Who operates the station? 

Colonel Ovursen. It is operated by the CIE Department of the 
United States Civil Administration. It is, located at the University 
of the Ryukyus, and it is also used as a laboratory to teach university 
students taking courses in radio broadcasting. 

Mr. Gary. What type of programs do you broadcast? 

Colonel Oursen. I cannot give you all of the details of it, but 
generally it consist of news casts and music and other types of cul- 


143 


tural programs. All programs are monitored by the CIE Depart- 
ment to be sure that the type of information which goes out over the 
air is What we approve. 

Mr. Gary. Does the Army have its broadcasting station there? 

Mr. Baron. Yes, sir. They have Army broadcasting which is 
exclusively an English-language program, primarily for the benefit of 
the Americans stationed there. 

Mr. Gary. That is separate from the other station? 

Mr. Baron. No connection. 


NEWS COVERAGE 


Mr. Gary. Does the Okinawan station pick up main events at 
times from the outside? 

Colonel Oursmn. Yes, sir. They also have a news service to which 
they subscribe, called Kyodo, out of Japan. It gives them regular 
press releases. In addition we furnish the State Department daily 
news summary which is made available to the radio station and the 
press there. 

In addition to that there is a newspaper which the civil adminis- 
trator — for the islands. It is a free distribution, throw-away 
type of sheet, some 60,000 copies printed every 2 weeks. It is given a 
wide distribution throughout the whole island chain. 

Another innovation which was incorporated last vear is to use the 
State Department Reproduction Center at Manila to print a brochure, 
pictorial type booklet in which photographs of events and persons in 
Okinawa are reproduced along with necessary captions and explana- 


tory material is incorporated into this booklet, brought back to Oki- 
nawa, and distributed. 

In that way, too, some of these Ryukyuan pictures sent to Manila 
are put into booklets published for other areas in the Southeast Asia 
area, and Asia proper. 


EDUCATIONAL PROGRAM 


Mr. Gary. You were speaking of courses given under this informa- 
tion program. Are they vocational courses? 

Colonel Outsen. The Michigan State College at East Lansing has 
a contract with the Department of the Army to furnish advice and 
counsel to the University of the Ryukyus. Michigan State furnishes 
six qualified professors who are members of the faculty who take a vear 
or 2-year leave of absence to go out to Okinawa to perform this service. 

Two of them are in agriculture. Two are in education, one in ad- 
ministration and the other in teaching methods. 

Another is in the social science field. 

One is in home economics. 

Mr. Gary. So they are largely vocational courses? 

Colonel Oursen. Basically, yes. The University of the Ryukyus 
is @ new institution and it must be gradually developed. The need 
is for basic vocational type skills to develop the country. The teach- 
ing of medicine, dentistry, and law we feel would be impractical at 
the present time, and these types of training are best obtained in 
Japan or in the United States. : 


46868 —54—pt. 2 10 


144 


POWERPLANT 


Mr. Gary. When did the new powerplant go into operation? 

Mr. Baron. July of 1953. 

Mr. Gary. Who is operating it at the present time? 

Mr. Baron. It is being operated by the Ryukyu command, the 
military command on the island. 

Mr. Gary. It has not yet been turned over to the Ryukyuans? 

Mr. Baron. No, sir; it is being operated. However, the power 
from the operation of the plant is now going into the Ryukyuan 
native distribution lines, so in effect the operation is carried on by 
the Ryukyu command but the power which is required by the local 
people, that is for local use, is going through from the lines of the 
powerplant, going into the native distribution lines. 

We have about 70 percent of the programed local distribution lines 
completed at the present moment. 

Mr. Gary. Has there been a change in policy? 

Mr. Baron. Yes, sir. Since July we have been getting this power 
from the powerplant for use in the native economy. 

Mr. Gary. I was told when I visited Okinawa, that the plant would 
be turned over to the Ryukyuans to operate themselves. 

Mr. Baron. That is correct. 

Mr. Gary. Has there been a change in that policy? 

Mr. Baron. There has been a change in that portion of the policy. 
Tt is no longer believed that the Ryukyuans will actually operate the 
powerplant, but they will receive, and they are receiving, the power 
to supply their particular needs. 

The receipt of this power does several things. One, it eliminates 
requirement for the Ryukyuans to build and maintain their own 
generators, and to supply the fuel necessary to run these particular gen- 
erators. Therefore in effect the Ryukyuan economy is benefiting 
from the operation but it is not directly operating the plant; that has 
been the change in the policy. 

Originally it was expected that they would directly operate it 
themselves. 

Basically the reasons for this change were that the powerplant is 
operated in conjunction with the military diesel system operating 
throughout the island, and the operation is much more efficient if 
the two of them are operated together; this device of having the 
Ryukyuans benefit by the operation was utilized while still having 
the military actually carry on the operation. 

Mr. Gary. What is the production of power now? 

Mr. Baron. The power of the steam power plant, total capacity, 
is about 44,000 kilowatts. That is total capacity. I would estimate 
it runs approximately at peaks now something around 35,000 to 
40,000 used at the present moment. 

Mr. Gary. How much of that is used by our own Armed Forces? 

Mr. Baron. Approximately 75 percent I would estimate, and about 
25 percent going into the local economy, perhaps a little more than 
75 and a little less than 25. 

Mr. Gary. I remember when I was on the island just before the 
plant was completed they had a detail from the Federal Power Com- 
mission visit the island to fix rates so that the Ryukyuans would get 
a reasonable profit from the operation. I take it since the United 
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States is now operating the plant they are not buying the power but 
are rather selling the 25 percent to the Ryukyuans for their own 
consumption. Is that correct? 

Mr. Baron. That is correct. However, the power is in effect sup- 
plied free to the Ryukyuans in recognition of the GARIOA investment 
in the powerplant. 

Mr. Gary. And they sell it to the individual consumer and the 
receipts from the sales go into their local native economy? 

Mr. Baron. That is correct. The begt description would be this: 
It is a rental proposition with the power furnished being the rental 
ag maar That is the way it actually works out. 

Mr. Gary. But we do not pay the Ryukyuan Government or 
anybody else for the power which we use? 

Mr. Baron. No, sir. It is paid in the form of power. 

Mr. Gary. May I say I think that is a very much better plan than 
the one originally contemplated? 

Mr. Baron. Yes, sir. 

Mr. Gary. I was considerably worried, and if you will recall I 
asked a great many questions last year on that point. 

Mr. Baron. That is right. 

Mr. Gary. I think you have worked it out in a much more satis- 
factory manner than the plan originally contemplated. 

That is all I have, Mr. Chairman. 

Mr. Fenton. What fuel do vou use? 

Mr. Baron. Navy special fuel oil which is a heavy petroleum, 
relatively unrefined. 

Mr. Fenton. Is there money in the appropriation for the running 
of that plant? 

Mr. Baron. No, sir. 

Mr. Fenton. How do you handle it? 

Mr. Baron. That is run through the Ryukyu command, military 
activity, rather than the United States civil administration. 

Mr. Wice.teswortu. If there are no further questions we thank 
you, gentlemen, and the committee will stand adjourned. 


Monpay, May 10, 1954. 


FEDERAL CIVIL DEFENSE ADMINISTRATION 


WITNESSES 


VAL PETERSON, ADMINISTRATOR 
H. L. AITKEN, EXECUTIVE ASSISTANT ADMINISTRATOR 
J. C, FOULIS, DIRECTOR, BUDGET ADMINISTRATION OFFICE 


GENERAL STATEMENT 


Mr. Taper. Do you have a general statement you would like to 
make, Mr. Peterson? 

Mr. Pererson. If it pleases the committee, I would like to submit 
this document for the record without reading it aloud, make a few 
observations about the problem as I see it, and then go into the 
budget. 

(The statement is as follows:) 


_ 
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STATEMENT BY FEDERAL Civit DEFENSE ADMINISTRATOR VAL PETERSON IN 
Support or tHe FCDA 1955 Bupcrer Request 


Mr. Chairman and members of the committee, in forwarding the Civil Defense 
badent request to the Congress on January 21 of this year, President Eisenhower 
said: 


“This budget reflects a new concept of civil defense which takes account of 
the destructive threat of modern weapons, and which emphasizes improved 
warning of impending attack and planning for the dispersal of population of 
potential target cities in advance of enemy attack.” 

Somewhat earlier—on December 14, 1953—the President declared in his 
informal remarks to the White House Conference of Mayors on National Security: 

For the first time in history, cities have become principal targets for any enemy 
seeking to conquer our Nation, The city has moved from a position of support 
in the rear. It has moved out in a very distinct way into the frontline.” 

The President’s warning to the mayors of our target cities followed and elab- 
orated upon his earlier, historic address to the United Nations General Assembly 
on December 8, in which he outlined the nature of the world’s atomic dilemma. 

We hope, with the rest of the world, for the success of the President’s proposals 
for the peacetime uses of atomic energy and our efforts to achieve an honorable 
lasting peace in the world. But we must not forget the serious alternative which 
he also outlined; an alternative which caused him to warn his fellow citizens, as 
well as the U. N. delegates, that there was no absolute military protection against 
the effects of these new weapons in wartime. Here is the President’s solemn 
admonition: 

“Let no one think that the expenditure of vast sums for weapons and systems 
of defense can guarantee absolute safety for the cities and citizens of any nation. 
The awful arithmetic of the atomic bomb does not permit of any such easy solution. 
Even against the most powerful defense, an aggressor in possession of the effective 
minimum number of atomic bombs for a surprise attack could probably place a 
sufficient number of his bombs on the chosen targets to cause hideous damage.” 

In the three quotations which I have cited lie the sum and substance of this 
Nation’s civil-defense problem. I cite them here in order to reaffirm the serious- 
ness with which the President, our military leadership, and the National Security 
Council view the possibilities of nuclear warfare. 

It is not my task to speculate on the probability of such a war. As set forth 
in the Federal Civil Defense Act of 1950, it is my task to carry out the policy 
and intent of Congress in providing a plan of civil defense for the protection of 
life and propertyin the United States, based on enemy capabilities. 

An adequate civil-defense program, as I see it, can only be measured by our 
civilian readiness to meet at home the destructive effects of weapons which now 
exist in the hand of a possible aggressor or are likely to exist in the foreseeable 
future. By any realistic standard we do not now have enough civil defense 
preparedness to compensate for the increasing vulnerability of our cities. Because 
of rapid new weapons developments, of which the world is well aware, civil 
defense is making progress but losing ground in face of the growing threat. 

Upon release of official Government information on the Operation Ivy test, it 
was apparent to the people of America that one H-bomb eould literally gut any 
of our major cities. AEC Chairman, Admiral Strauss, confirmed this, after 
witnessing one of the recent. thermonuclear tests in the Pacific. He told the 
President’s press conference that one modern H-bomb could “put a city out of 
commission but not level it.”’ 

This undeniable evidence of the increased power of hydrogen weapons has 
made it apparent to most Americans that civil defense is more vital rather than 
less vital if we are to survive an enemy attack on our cities. 

A review of the dangers that confront us and the new civilian preparedness 
measures needed to counter them will make clear why civil defense is more 
important than ever—if we are to help keep the peace—and failing that, to survive 
atomic attacks on this country and carry on the war to a successful conclusion. 

We have certain knowledge that the enemy has a growing stockpile of atomic 
weapons, which will continue to be bolstered with hyrdogen weapons. We know 
further that the enemy now has within his capability the means of delivering these 
weapons, whether atomic or hydrogen, to every major city in the United States. 

‘here has been some discussion before Congress on how many enemy bombers 
would ‘get through our military defenses to hit our cities with nuclear weapons if 
an attack were launched today, next year or several years from now. e are 
gratefully aware that our military forces are working intensively to build up the 
military defenses for the continental United States. ; 


| 
fr 
ac 
pr 
St 
m 
at 
by 
pl 
if 
m 
tl 
01 
tl 
Ww 
b 
fi 
d 
d 
a 
fe 
D 
a 
f 
0 
] 
t 
t 
f 


147 


Regardless of the size or swiftness of that buildup, we civilians must face the 
grim reality outlined by the President that there is no complete military protection 
from enemy attack for our cities, once that attack is launched. 

That is why, in the President’s continental defense program recommended to 
him by the National Security Council, there is recognition of the need for an 
accelerated civil-defense program as an integral and critical part of the total 
program of continental defense. 

The grave and urgent problem confronting the civil authorities in the United 
States at all levels of government is what improved civil-defense preparedness 
measures can be taken now and in the future to minimize the effects of an enemy 
attack on our country with atomic and/or hydrogen bombs. 

The most important of these new preparedness measures is intensive planning 
by our States and cities for mass evacuation of our populations from target cities 
prior to attack. This kind of dispersal or evacuation can function properly only 
if three factors are present 

1. Adequate warning time. 

2. Adequate State, county, and local civil-defense organizations, geared to 
meet the problems of evacuation, mass feeding and mass care, etc. 

3. An informed public that has been actually trained in evacuation drills from 
their cities. 

There has been some editorial reaction because of the exaggerated speculations 
on the current Pacific weapons tests that 

1. Civil defense is now outmoded or useless, or that civil-defense plans for the 
protection against the A-bomb had to be thrown out the window in the face of 
these bigger weapons. 

2. That mass evacuation was either impossible to carry out, once the advance 
warning is available, or that it was a defeatist program. 

Let: me answer these false conclusions in order: 

1. On Ye 21, 1953, following the announcement of the Russian hydrogen 
bomb test, I made the following public statement: “‘The hydrogen bomb is a 
finite weapon. It has definite limitations. The basic guidance which civil 
defense has given the American people for self-protection and for organized civil 
defense is still valid. The disaster created by a hydrogen bomb would not be a 
different kind of disaster—but a larger one. The citizen’s means for survival— 


against nuclear weapons of any size—is learning and living civil defense. Now 
we must prepare a bigger and better civil defense much sooner than many realized 


would be necessary.”” What was true then is true now, and will continue to be 
true in the future. 

2. Last June I began urging publicly that our States and cities begin planning 
for evacuation and public tests of evacuation. 

In the face of the increased destructive capacity of hydrogen bombs, planned 
evacuation of our cities, as a new dimension in civil defense, becomes an urgent 
necessity. We recognize that evacuation of people from our large cities poses 
staggering problems requiring careful analysis and intensive leadership by civil 
authorities in each of the target cities. 

The fact that evacuation is difficult or inconvenient, does not detract from the 
fact that we must have planned evacuation or millions of Americans will die 
unnecessarily in the event of attack. This program for planned evacuation was 
endorsed by the National Security Council only after the most intensive study 
of the alternatives. 

Plans for evacuation do not nullify or eliminate prior civil-defense planning. 
Evacuation adds a new dimension, a new mobility to civil defense in the interest 
of saving lives and our national survival. Evacuation is not running away for 
the sake of running. It is a planned dispersion for self-protection designed so 
that the lives and skills of as many Americans as possible will be saved to restore 
production and carry on the war. 

The major threat which confronts us now is an attack by Soviet-piloted bombers 
carrying sufficient atomic or hydrogen weapons to hit all of our critical target 
cities. There is a secondary threat in two areas which must be encompassed in 
current civil-defense planning: 

1. Attacks on the cities on or near our seacoasts by guided missiles with atomic 
warheads, launched from submarines or other platforms. Such an attack if used 
first, virtually eliminates the possibility of advance warning, as it is now planned 
against airborne bomber attack. 

2. Clandestine introduction of atomic weapons of “suitcase size’’ or larger by 
enemy agents. This method of clandestine warfare puts a large question Wark 
on how much warning time we may or may not have in the event of an attack. 
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Please note that I do not predict that the enemy will use such means of delivering 
nuclear weapons in the event of an attack on the United States. The enemy has 
capabilities In each of these fields of atomic warfare and civil defense must make 
its plans accordingly. 

here is no easy, simple solution to the probelms posed by todays’s weapons 
of mass destruction. These problems must be dealt with calmly and analytically 
in full recognition of the fact that there is neither a painless nor a completely 
successful civil defense. 

If this country is attacked with weapons of mass destruction there will be many 
hundreds of thousands of casualties. The measure of our success will be the 
degree to which these casualties are reduced by an integrated program of vital 
civil-defense measures including planned evacuation, 

The American people must have more survival information and plans for pre- 
paredness. They must have more realistic training in civil defense at the local 
level where the attacks will occur. We must have emergency reserve supplies 
and equipment. All these things cannot be conjured up out of thin air in an 
hour of need, they must be prepared in advance. 

We must have a modern civil defense program in being everywhere within 
our continental boundaries and within our Territories and possessions. This is 
the program for which I appeal to you today. Not to have adequate civil defense 
in being in the months and years ahead in this age of peril is to invite all-out 
enemy attack on our cities, which our military and diplomatic policies are designed 
to prevent. 

he FCDA budget before you is a modest request in terms of the preparations 
we need to make prior to an attack. It is modest because it encourages realistic 
and more complete peapeneinens activities by State and local civil defense 
organizations. Such Federal expenditures as it contains are not dictated by 
whim or hope, but by the grim necessities of the hour and the growing power 
of nuclear weapons against which we must be prepared as civilians. 

Neither you nor I can be held responsible for the swift developments of weapon 
technology. Together, we are responsible for the safety and security of our 
countrymen in their homes and schools and jobs. If atomic disaster comes, 
there will be only two kinds of people left in America; those who need help, 
and those who can help—if they know how. 

My aim is to see that there are as few of the former group as warning time 
and protective measures will permit; and as many of the latter as time and 
civil defense training will allow. Much has been done in the civil defense pro- 
gram, but far more remains to be done. How fast that can be accomplished, 
and how well depends upon the people and their duly elected Representatives in 
Congress, whom you gentlemen personify today. know your action will be 
governed by the ecceptance of that fact. 

I must pay tribute here to the real and heartening progress being made in 
civil defense throughout the country because of the hard work and inspired 
leadership of tens of thousands of patriotic citizens who are giving freely of their 
time and energy—far beyond the call of duty. 

Jhen you consider that the atomic bomb is not yet 10 years old and that the 
civil defense program itself is 3 years old, the amazing thing is that civil defense 
has done as well as it has in such little time and against tremendous handicaps. 
Our job is to make it better. 


SPECIFIC COMMENTS ON THE BUDGET DOCUMENT 


” 


As is customary, our ey for fiscal year 1955 is in the form of three appro- 


priations: ‘Operations, 
equipment.” 
Before discussing each of them, perhaps I can state very simply the general 

ways in which our 1955 request differs from the funds we have had available dur- 
ing the current fiscal year. 

Je are requesting an increase of $2% million in ‘‘Operations.”” There are two 
important reasons for this increase: 

he first is a matter of the simple economic needs of warehousing our emergency 
supplies and equipment. By the beginning of fiscal year 1955, considerably 
over a $100 million worth of perishable emergency supplies will have been delivered 
to our strategically located warehouses. As our readiness in these essential 
supplies and equipment increases so, unfortunately, does the cost of giving them 
proper protection. As a rough yardstick, this cost runs about 1 percent of the 
total value. 


ederal contributions,’’ and “Emergency supplies and 
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The second and perhaps more important reason is the shifting and increased 
emphasis made necessary by the new concept of civil defense—better use of warn- 
ing time through dispersal—and other civil defense measures made necessary by 
the H-bomb. This is why we are asking for increases in operations control 
services, education services, field representation, and research. In comparison 
with the larger problem we face today, I believe you will agree that these increases 
are conservative. 

In the ‘‘Contributions’” area, we are requesting an increase of somewhat less 
than $5 million. This year, in spite of the fact that fire equipment is no longer 
eligible, the States and cities as of April 30, have requested more contributions 
than the $10.5 million which were appropriated. 

As you have probably noticed, this year we are providing for contributions 
toward engineering supplies and equipment rather than proposing full Federal 
financing of this program. We have also estimated some decreases and some 
modest increases in other program areas—all based on the anticipated adjustment 
of program in cities and communities to develop dispersal and reception plans that 
will operate. We expect the States and cities to match the amount requested. 

Dollarwise the largest increase we are requesting is in the area of ‘‘Emergency 
supplies and equipment.’’ Let me assure you that even if dispersal turns out to 
be far more effective than even our most optimistic hopes, the $60 million in emer- 
gency medical supplies and equipment will de desperately needed. 

There is no way short of a true and lasting peace which will prevent our expe- 
riencing a larger number of casualties than can be cared for with this sum when 
added to the supply we already have. 


Operations appropriation 

The “‘Operations’’ request covers the operation of Federal warning and communi- 
cations networks; the emergency headquarters and warehouses for our stockpile; 
public civil defense education and training; basic civil defense research, including 
test projects, and all other administrative expenses of the Agency such as salaries 
and travel, 

You will notice that the increases are in our activities for warehousing, public 
information, training, regional costs, and research studies and tests. The justi- 
fication shows the details and compares them with fiscal year 1954 obligation 
estimates by these activities. 

Civil defense planning and research.—Under this heading are the staff and 
travel cost of my planning office, which is concerned with the overall planning 
looking toward development of Ageney policy, specific planning guidance, co- 
ordinating our intelligence and research activity. Civil defense planning and 
research cover a most critical area. The dimensions of the civil defense problem 
keep changing with developments in weapons and means of delivery. For each 
such development, we must test the soundness of our plans and, where necessary, 
make adjustments so that our guidance to the States and cities is as up-to-date 
as possible. Included are those specific research projects which are vitally needed 
for the development of data on atomic and other weapons tests, education effec- 
tiveness, and civil defense operations research of the East River type. 

We do not conduct research on our own. All of our work is conducted through 
other Government agency or university contracts. On concern is to obtain all 
of the available data on weapons and weapons effects, and relate this information 
to solving civil defense problems. I believe it should be emphasized here, that 
all our proposed projects have been coordinated and discussed with the applicable 
Federal agencies, thereby eliminating all chance of duplication. 

My planning staff is responsible for staff liaison with the National Security 
Council and other similar top level governmental groups. It works with the 
Atomic Energy Commission, Department of Defense, other Federal agencies, 
and carries out staff liaison with NATO. 

Civil defense education services.—Here we have grouped the costs of our activities 
concerned with disseminating civil defense information and training. We seek 
to develop adequate information programs at State and local levels to provide 
for the flow of information and instructions to the general public. By this means 
we can minimize the threat of fear and panic and stimulate individual participa- 
tion in civil defense. I am encouraged to be able to report that civil defense at 
all levels is making measurable progress in publie civil defense education and in 
the training of civil defense workers. I shall be happy to furnish to the committee 
information from a recent study of civil defense made for us by the Survey Re- 
search Center of the University of Michigan. It is both heartening and still 
points out that much hard work lies ahead of us before we can say we have an 
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informed and prepared American people. We have developed numerous train- 

ing courses for use by the States and localities. Through these we seek to de- 

> op a trained group of volunteers who will be available for all civil defense 
uties. 

Operations control services.—In this activity, under the reorganization, we have 
brought together in one place all of our endeavors concerned with emergency 
operations. By so organizing we have attempted to provide the nucleus of a 
staff who will be concerned with those operations which will become of major im- 
portance under a civil defense emergency. This is our operational readiness 
group of tactical planning, supply, transportation, and communications specialists. 

Currently they plan actual emergency operations tests and procedures, super- 
vise and develop our communications and logistics activities, and carry out 
certain responsibilities in the coordination of Federal activities on natural disas- 
ters. Included under part of the latter function is the task of warehousing our 
stockpile. These warehousing costs must, of course, be related to our present 
stockpile inventories and the planned program of future acquisitions. 

Technical advisory services.—This activity includes the staff, travel, and other 
costs of the professional and technical specialists concerned with developing 
guidance and service planning in the fields of medical, engineering, public safety 
(which includes fire, police, and rescue), and industrial civil defense, in addition 
to correlating measures proposed for the emergency welfare of the people subjected 
to attack. ithin this group, known technical resources are studied against 
probable requirements of manpower, supplies, and equipment. Based on the 
results of these studies, recommendations are drawn up and made available to the 
States and localities for their use in planning for minimizing and recovering from 
the effects of enemy attack. 

Field representation.—In this section we have grouped all of the costs and staff 
requirements associated with the operation of our regional offices. These offices 
are the two-way streets that connect the vast activity of civil defense workers in 
the localities with the Federal Government. Through these channels flow the 
Federal and State problems and solutions, the intelligence and guidance developed 
from the Federal activities of coordination, correlation, and research, plus the 
ever-changing and expanding knowledge of resources and requirements. They 
are directly concerned with State and local civil defense organizations in supervis- 
ing the contributions programs, natural disaster assistance, and advancing inter- 
state and intrastate civil defense plans and tests. 

Executive direction.—Under this title appears the salary and travel requirements 
of my immediate office and the General Counsel. 

General administration.—This activity includes all of the costs of the admin- 
istrative and management services of the agency. These are the necessary staff 
functions such as personnel, budget and accounting activities, etc. 


Federal contributions 

This appropriation includes all of those program areas under which proposals 
from the State and local level for equipment, supplies, and associated costs are 
matched on a 50 percent basis with the States. As in the t we are giving first 
priority to providing an adequate attack warning system for the people.in target 
areas 


Next in importance is the support of State and local efforts in the communica- 
tion, public safety, medical, training, and mass care activities, especially those 
vital to successful dispersal. In addition, and this is a change from last year's 
request, we have included a program of matching for engineering type eet. 


In past years we have requested funds for engineering requirements as a I ederal 
stockpile program, but because of the need for the items in specifie quantities 
at specific targets, we suggest a matching program for the future. We also believe 
this change will result in more effective utilization of the equipment and in econ- 
omy to the National Government. As you know, we have proposed legislation 
authorizing the tiansfer of title to the equipment already purchased by FCDA 
to the States. By this means we hope for the stimulation of local programs in 
the engineering services, since title and responsibility for the items will rest with 
the locality. 


Emergency supplies and equipment 

Under this appropriation the agency is building the wherewithal to cope with 
our major problem following an attack, the care and hospitalization of tremendous 
numbers of casualties that will result from such attack. We conservatively 
estimate, based on present assumptions, even with an effective dispersal, that we 
can expect several million surviving casualties. Compare this number to the fact 


151 


that the casualties of all our wars total just over 1,160,000. The factors that 
would influence the numbers of casualties are subject to continuing careful study 
and analysis in relation to the total program for medical supplies and equipment. 
While specific assumptions or factors upon which these casualty estimates are 
based may change with advances in our knowledge of weapons effects, the overall 
effect has not changed our objectives of stockpiling minimum medical supplies 
and equipment to provide the means to care for 5 million surviving casualties 
for the first 3 postattack weeks. Future changes of the immediate stockpile 
objectives appear remote at this time. However, should subsequent data warrant 
adjustments immediate steps to adjust the objectives will be undertaken. 

During the past year, we have conferred with the military on the possibility 
of using their inventories of medical supplies during an emergency. It appears 
that we both may need these supplies at the same time and this plus the problem 
of location and logistics control lead them to conclude that we should not plan on 
using their supplies. 

Another problem that has received considerable study is the matter of rotating 
our stockpiled antibiotics. We are arriving at a solution of the problem by 
securing extension of the dating period, the cold storage of some of the sensitive 
items and getting some producers to store these supplies for us. We are currently 
negotiating with a major supplier on this latter subject. 

We are also screening all surplus lists in an endeavor to acquire surplus items 
that can be used in our stockpile program. 

Mr. Peterson. I will try to make my comments rather brief and 
consider the committee’s time. 


BOMB SHELTERS IN NORWAY AND SWEDEN 


Last September I made a trip to Europe, after agreement with the 
President, for two purposes. Piret I wanted to see what the Nor- 
wegians and Swedes were doing about going under the granite. As you 
may know, they are building tremendous underground bomb shelters. 
Those two countries rest on great beds of granite. The people have 
penetrated that granite to depths of from 40 to 120 feet to create 
these tremendous caverns. The Swiss are doing the same thing. I 
am not proposing that for the United States but I was interested in 
seeing what was done. 

Mr. Taser. Is that something which ought to be on the record? 

Mr. Pererson. Yes, it is a matter of public record. 

Mr. Taser. All right. 

Mr. Prrerson. Secondly, I went over there to have an opportunity 
to visit firsthand with the Germans and the English, because actually 
the only people in the world who really have a firsthand knowledge of 
civil defense today are the Germans and the English, who experienced 
bombings night after night and month after month. 

Very frankly, I went there to see whether the leaders of those two 
countries felt that civil defense was an absolutely sound concept. 

In my conversations with them I found they did believe it sound, 
and they pointed out many instances where civil defense saved 
thousands of lives and tremendous quantities of property. 

But I wanted to satisfy myself about that, and I did satisfy myself. 

The problem in civil defense, of course, continues to grow more 
difficult with the increase in size of the weapons we must face. How- 
ever, we have been conscious of this for a long time. I saw for the 
first time in March of 1953 the picture, Operation Ivy, which you 
gentlemen have seen, too. It recounted in motion pictures the explo- 
sion of the first thermonuclear device at Eniwetok in November of 
1952. 
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As a result of my experience that day, which was a very sobering 
one, I was forced to the conclusion there is only one way any person 
can be certain he will be alive after an atomic bomb goes off over his 
town. That is simply not to be there. 

We have reached the point where if these bombs are exploded over 
our cities, the cities simply will be gutted. They will not be totally 
destroyed ; I will give you figures with respect to that if it is desirable. 
But they will be gutted. 

I know of only two ways a city dweller can avoid being in the city 
when a bomb goes off. One is to go down deep, under the ground. 
That would require in America, due to the nature of our soil, that he 
go down 75 or 80 feet, plus or minus. There we would have to build 
vast concrete catacombs, reinforced with steel, equipped with air 
conditioners, sanitary facilities, and communications facilities. It 
would take untold billions of dollars. It just doesn’t seem to me to 
be a feasible project for the United States, although protectionwise 
it is absolutely sound. We may eventually have to do sometbing of 
that nature in America, anyway, in 10, 15, or more years from now, if 
and when intercontinental guided ballistic missiles may come into use. 

However, we can hope that does not occur and it does not face us 
as of today. 

The only other way I know not to be in a city when one of these 
atomic bombs goes off is to move out on the surface of the earth—to 
evacuate towns. Or, as I have sometimes said, our job is to dig, 
die, or get out of the place. We don’t want to stay in the great cities 
and be condemned to death. 


WARNING TIME 


In order for us to evacuate these cities we must have warning time, 
and warning time is the responsibility, as you well know, of the 
military. The military cannot give us adequate warning time until 
it has completed a detection system across the wastelands and north- 
lands of Alaska and Canada extending out toward Hawaii, Iceland, 
Greenland, and over to the Azores. 

One of the first things I did after reaching these conclusions was to 
go to Colorado Springs to visit General Chidlaw, who commands 
the Air Defense Command in the United States, and to Omaha to 
visit General LeMay, of the Strategic Air Command, on whose staff 
Iserved. I wanted to find out their requirements in the field of warn- 
ing time. 

was interested to find they needed warning time just as badly as 
civilians do. In other words, they cannot get their airplanes into the 
air and do the things required, unless they have as much warning time 
as they can get. 

If we are to evacuate these American cities we must have 2 to 6 
hours of warning time, and of course, the more the better. 

As you know, this Nation is in process of building detection systems 
which eventually should give us warning time somewhere in that 
range. How soon those detection systems will be finished, I assume 
no one knows, but it is hoped they may be finished in 18 months to 
2 vears. 

If we have that warning time, we can move the people out of these 
cities. 

We need as much warning time as we can get, and we need it just 
as soon as we can get it, if the people who live in our cities are to have 
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an opportunity to live in event of a Russian attack. I make no 
prophecies as to that attack. You gentlemen are as well or better 
informed in that field as I am. 


BUDGET BASED ON CONCEPT OF EVACUATION 


This budget we are submitting to you today is based on the philos- 
ophy or concept of evacuation. 

The President of the United States in his message to the Congress 
of the United States, on January 21 of this year called attention to the 
fact that: 

This budget reflects a new concept of civil defense which takes account of the 
destructive threat of modern weapons, and which emphasizes improved warning 


of impending attack and planning for the dispersal of population of potential 
target cities in advance of enemy attack. 


CONFERENCES OF GOVERNORS, MAYORS, ETC, 


During this past year we have held, through the White House, 
two conferences of the governors of the United States. Those 
conferences are unprecedented in the history of the United States. 
They were held for the purpose of permitting the President and the 
executive branch of the Government to brief the governors on the 
foreign situation, on enemy weapons and capabilities, among other 
things and to point out for them their responsibilities in the field of 
civil defense. 

We also held, through the White House, a conference of mayors 
of the United States, the first of its type in the history of the United 
States; that is, the first sponsored by the White House. It was 
attended by the mayors of 175 leading cities. They received the 
same type of briefing the governors received. 

I mention that to show the concern of the President and of the 
executive branch in making the people of the cities and of the States 
conscious of the problem we face, that for the first time in history 
our cities are in the frontline of a possible war. 

During the past year we have held many conferences with the 
State and city directors of civil defense in large groups and in smaller 
bodies called into our headquarters for complete briefings on our 
plans and the problems as we see them. At the same time we 
sought to gain the benefit of their grassroots understanding of the 
problem which we face mutually. 

I think I should say, too, that for the first time, this past year, 
all plans of civil defense have been studied and approved by the 
National Security Council. The Security Council has approved this 
concept of evacuation of our cities in event of atomic attack upon this 
country. 

We have done everything we can through the executive branch to 
advise American officialdom of its responsibility. The people who 
are responsible for the safety of those who live in our cities are, first, 
the mayors and in some cases the county commissioners, secondly the 
governors, and finally, the President of the United States. 


PROGRESS TO DATE 


I should like to conclude this phase of my brief statement, by point- 
ing out that civil defense is excellent in many cities and States of the 
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United States, and that in some program areas, civil defense is doing 
an excellent job. 

I say that on the basis of personal visits to about half of the American 
States in the past year. I have covered about 24 or 25 States where 
I have been invited by the governor of the State to participate in 
statewide meetings of interested officials and citizenry. There I have 
had an opportunity to study civil defense at the city and State levels. 

It also has been my privilege to study it in Hawaii and in Puerto 
Rico, and a good iob is being’done. cannot say, however,{it is 
adequate to the problem the world faces. ‘ 

Obviously civil defense is not adequate to the full implications of 
atomic warfare. 

It is a said thing that man has made such scientific progress that 
he is now able to destroy a great city like New York which took over 
300 years to build. He is now able to destroy it in a matter of a split 
second. At the same time man has failed to learn to utilize his train- 
ing and intellect in bringing about a situation in which the world can 
live in peace. 

As to the possibility of war, or the nature of the attack which would 
be made against the United States, I would be glad to speak to those 
subjects if you would care to question me, but I do not believe it is 
necessary for me to impose my views on you at this time. 

Unless there are some questions on what I have said to this point | 
roe ew to make some broad comments with respect to the budget 
itself. 

Mr. WiceLeswortn. Are you going to take up the various pro- 
grams you contemplate in this connection? 

Mr. Peterson. Yes, sir. I thought I would make a brief general 
statement about how we have gone about preparing the budget, 
going into the areas of increase, and then answer any questions with 
regard to the specific program. 

. r. Taser. I think perhaps we might just as well get right into 
that. 

Mr. Pererson. As I said earlier, this budget is based on the policy 
of evacuation. The budget involves three major areas. 

First is the program of medical stockpiling. I mention that first 
because that is the largest program. 

The first chart I have handed you indicates the amounts of moneys 
which have been provided for civil defense in the years of 1951, 1952, 
1953, and 1954, and indicates in the shaded section our request for 
1955. You will note in the bottom area of that chart that we have 
now stockpiled, including the 1954 fiscal-year appropriations, 
$106,741,000 worth of medical supplies. 

For the next year we are asking from you authority and money 
to stockpile—— 

Mr. WieGLeswortH. What is the overall request, Governor? We 
have not had a single figure yet. It doesn’t show in the green sheets 
cngereesy: I don’t know where it is. 

Mr. Peterson. Excuse me, sir. 

Mr. Taser. Is there a table which shows a breakdown of the 
budget into different items? 

r. Pererson. I can give it to you now. I didn’t know there 
was not a sheet in there. 
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ANALYSIS OF 1955 BUDGET 


Mr. Taser. I would like to have you give us a table with a break- 
down of just exactly what the different items under your budget are. 

In the next column show the appropriation for 1954. 

In the next column show the obligations to the 30th day of April, 
and in the next column show your expenditures to that date. 

You might give us another column where you show the appro- 
priations and funds available in 1953, broken down in that same way. 

Mr. Pererson. Yes, sir; that will be done. 

Mr. Taser. Is there any suggestion for any further amplification 
of the tabulation? 

Mr. Gary. With respect to 1953, Mr. Chairman, would it not be 
better to show actual expenditures rather than money available for 
that year? 

Mr. Taser. I think that is right. 

(The table referred to is as follows:) 


Analysis of appropriations as of April 30, 1954 


Fiscal year 1954 Fiscal year 1953 


Appropriation and activity 
Obliga- Expendi- Expendi- 
tures tures 


Contributions to States for: 
Attack warning , 300, \ $104, 738 
Communications 000, 

Publie safety services 

Medical supplies and equipment 
Edueation services. 
Mass care equipment. 

Engineering supplies and equipment... 


Funds availab} 

Emergeney supplies and equipment: 
Medical supplies and equipment 18, 975,328 | 18,419, 492 
Engineering services 0 0 0 997, 683 935, 292 

19,973,011 | 19, 354, 784 
26, 989 


0 
19, 534, 105 0 645, 216 


Funds availabl , 20, 000. 000 


Operations 
Civil defease planning 297, 446 

Research 44, 650 44, 000 

Civil defense education services... .._. 804, 709 1, 513, 761 

Operations control service 

Technical advisory services 

Field representation 

Executive direction (Administrator’s 

Office and General Counsel) 
General administratio 973, 512 


Total ¢ 5, 658,016 | 8,355, 407 
Unobligated balance 0 236 0 256, 801 
Unexpended balance 0 | 2,867,984 


8, 526,000 | 8, 612, 208 
Total, all appropriations 14, 193, 823 | 42, 885, 701 
Unobligated balance 0 0 726, 07 
Unexpended balance 0 | 32,332,177 0 


Funds available____.___- 46, 526,000 | 43,612,208 | 43, 612, 208 


$084, 150 $543, 114 
2,601,280 | 1,337, 958 
7,682,854 | 3, 082, 209 
2, 257, 189 605, 906 
809, 393 427, 875 
70, 627 46, 815 
0 20, 900 
0 0 0 151, 790 75, 329 
Total......-.------------------------| 14, 750,000 | 9, 130, 954 569,912 | 14,557,283 | 6, 140, 196 
Unobligated 0 | 1,369,046 0 442, 717 0 
Unexpended balance. 0 0 | 9,930, 088 0 8, 859, 804 

Unexpended balance...........-...------ 0 0 
= | == = = — 
8, 261, 456 
350, 752 
8, 612, 208 
33, 756, 436 
0 
| 9,855,772 
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Mr. Passman. I assume that your total is the amount represented 
under each red tab. Is that correct? 

Mr. Pererson. This has been broken down into three requests, 
sir. The pages are 2, 90, and 126, and the total request is $85,750,000 
divided into 3 items—$60 million for stockpiling, and stockpiling of 
medical supplies exclusively; $14,750,000 for contributions funds, to 
match with States and cities; $11 million for operations. 

Mr. Administrative expenditures? 

Mr. Pererson. Yes, sir, Mr. Wigglesworth. 

Mr. ArrkeNn. Page 2 shows the amount for operations. 

Page 90 shows total for the contributions programs. 

Page 126 shows total for the medical stockpiling. 

Mr. Prrrerson. On what Mr. Taber has in mind, page 4 shows it 
for the operations account. 

Mr. Taper. Page 4? 

Mr. Pererson. Yes, sir. There is no consolidated sheet. 

Mr. Passman. The total is $85,750,000? 

Mr. Prererson. Yes, sir. 

Mr. WiaGieswortHh. That compares*with $46,525,000 in the cur- 
rent year. Is that right? 

Mr. Pererson. $46,525,000 in the current year. 

Mr. Taser. In other words, it is about $40 million above the 1954 
appropriation? 

r. Pererson. That is correct, sir. 

Mr. Taser. Almost double 

Your request for this year is $11 million on operations? 

Mr. Peterson. Yes, sir. 

Mr. As against 

Mr. Peterson. $8,525,000. 

Mr. Taser. What page is that shown on? 

Mr. Prrerson. I am using the table on page 4. 

Mr. Taser. That is where I was, but that shows $8,535,000. That 
is an increase of $2% million? 

Mr. Peterson. Yes, sir. 

Mr. Taser. The next one is “Contributions,” and that is over 
on page—— 

Mr. Pererson. 90 and 91, sir. 

Mr. Taper. And last year you had an appropriation of $10% 
million there? 

Mr. Peterson. $10,500,000. 

Mr. Taper. And this time you are asking for—— 

Mr. Pererson. $14,750,000. 

Mr. Taser. What did you have in 1953? 

Mr. Pererson. $15 million. The actual figure is $14,381,730. 
That is reflected on page 92. 

Mr. Taper. The next item is “Emergency supplies and equipment’’? 

Mr. Pererson. Yes, sir; stockpiling, page 126. Last year we had 
$27,500,000. That is this year. 

Mr. Taser. You had $27} million, and this time you are asking for 
$60 million? 

Mr. Pererson. That is correct. 
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Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 


Taser. What did you have in 1953? 
Pererson. $20 million. 

Taper. What did you spend? 
Prrerson. $19,996,069. 

Taper. What is the next one? 
Pererson. That is all, sir. 


OBLIGATIONS 


Mr. Taser. Now let us go through each one of them and put down 
the figure which was obligated to the 30th day of April. 


Mr. Pererson. 


1 will ask Mr. 


Mr. Taper. Segregated into these three items. 
Obligations on April 30 are 


Mr. Fovunis. You want operations? 


$6,892,764. 
Mr. Taser. Contributions? 


Mr. Fouuts. Contributions is $9,130,954. 


Mr. 


Taper. And the last one? 


Mr. Fouts. Emergency supplies and equipment is $26,7 


OPERATIONS 


Amounts available for obligation 


Appropriation or estimate 
Reimbursements from other acc ounts 


Total available for obligation 
Unobligated balance, estimated say ings _- 


Obligations incurred 


Comparative transfer from ‘‘Cons« olidated working fund, 


Federal Civil Defense Administration” 


$8, 000, 000 
12, 208 | 

8, 012, 208 } 
—255, 822 


7, 756, 386 | 


599, 


355, 407 


$8, 525, 000 | 


10. 000 | 


8, 535, 000° 


8, 535, 000 


“8, 535, 000 


Obligations by activities 


Foulis to give us that information. 


1953 actual 1964 estimate | 1955 estimate 


$11, 000, 000 


| 
11, 000, 000 


Ll, 000, 000 


11, 000, 000 


Description 


1953 actual 


. Civil defense planning. _._-. 
(a) Research 
. Civil defense education services 
. Operations control services. 
. Technical advisory services 


5. Field .----- 


. Exeeutive direction 


8, 355, 407 


1954 estimate 


$245, 560 
350, 000 

1, 335, 000 
2, 996, 000 
800, 000 

1, 112, 000 
236, 000 


1, 460, 440 | 


8, 535, 000 


1955 estimate 


$210, 500 
525, 000 
2, 798, 000 
3, 740, 000 
812, 000 

1, 295, 000 
254, 500 


1, 365, 000 


11, 900, 000 


570. 

2 1, 557, 101 
‘ 2, 411, 119 
972, 404 
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Obligations by objects 


Object classification 


1953 actual 


1955 estimate 


FEDERAL CIVIL DEFRNSE ADMINISTRATION 


Total number of permanent positions 
Full-time equivalent of all other pomrene. 
Average number of all employees... 


Average salories and grades: 
General schedule grades: 
Average salary 
Average grade. 
Crafts, protective, and custodial grades: — 
Average 
Average 


Personal services: 
Permanent positions_. 
Other positions __.... 
weed pay in excess of 52-week base. 
ment ahove hasic rates - 
er payments for personal ‘services... 


Trans”ortation of things. 

Communication services. 

Rents and utility services __ 

Printing and reproduction _- 

Other contractual services 
Services performed by other agencies 

Supplies and matorials 

Equinoment 

Refunds, awards, and indemnities_ 

Taxes and assessments 

Unvouchered 


ALLOCATION TO ATOMIC ENERGY COMMISSION 
07 Other contractual services - - 


149, 840 


5, 545, 613 


8, 301, 728 


10, 635, 000 


ALLOCATION TO BUREAU OF STANDARDS, DEPARTMENT OF 
COMMERCE 


07 Other contractual services 


33, 000 


350, 000 


ALLOCATION TO BUREAU OF MINES, DEPARTMENT OF THE 
INTERIOR 


Total number of permanent positions 
Average number of all employees. . . 


Average saliries and grades: 
General schedule grades: 
Average salary 


Average 


grade 
Crafts, rratedtive, and custodial grades: 
AV erage salary 


Average 
Ungraded Average salary 


Personal serv 
pesttions 
Regular pa in excess of 52-week base 
Paymen ve basic rates 


> 


1954 estimate | 
. 
$6, 697 $6, 717 $6, 713 
GS-9.7 GS-9.7 GS-96 
$3, 223 $3, 229 $3, 222 
$4,819,073 | $4, 543, 734 $4, 461, 252 0 
490, 599 74. 100 84, 900 
19, 908 17, 246 17, 194 
36, 193 20, 394 28, 700 
152, 386 145, 974 
Total personal | 4, 807, 840 4, 738, 000 
Travel 301, 941 278, 003 275, 000 
48, 995 38, 550 52, 000 
150, 122 394, 064 448, 500 
5, 222 51, 400 52, 000 
oxipane eonsites 179, 584 180, 390 1, 035, 500 
~adebashobie 1, 087, 629A 855, 096 1, 840, 000 
digg 744, 636 1, 433, 192 2, 062, 000 
114, 449 100, 736 92, 500 
104, 879 16, 000 30, 000 
367 500 500 
Sédvanrnedée 14, 367 13, 209 13. 900 
3, 927 6, 000 6, 000 
EE 5, 572 10, 000 15, 000 - 
1 
| 
01 
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Obligations by objects—Continued 


Object classification 1953 actual 


SUMMARY 


Total number of ent tions. 
Full-time equivalent of all other positions 
Average number of all employees ease 


Average salaries and grades: 

General schedule grades: 
Average grade 

Crafts, and custodial 
Average sal 
Average grade 

Ungraded Average salary _. 


Personal services: 
Permanent positions 
Other positions 
— pay in excess of 52-week base__ 
ayment above basic 
er payments for personal services. 


nge 


Total personal services 
Transportation things_- 
Communications services 
Rents and utility services 
Printing and reproduction 
Other contractual services 


per 


Supplies and materials ee: 

Refunds, awards, and indemnities 

Taxes and assessments 


: 


Analysis of expenditures 


| 1953 actual | 1954estimate | 1955 estimate 


Unliquidated obligations, start of year $3, 423, 638 $1, 323, 159 
Obligations incurred during the year 7, 756, 386 ‘ 


11, 180, 024 
Deduet: 


Aces in obligations of prior years 724, 631 
Reimbursements 12, 208 


1, 323, 159 
9, 120, 026 


Expenditures are distributed as follows: 
Out of current authorizations 6, 734, 293 
Out of prior authorizations 2, 385, 7 


Mr. Taser. The first appropriation is for “Operations.” What 
does that cover? 


PLANNING RESEARCH 


Mr. Peterson. We have three areas of increase there, Mr. Chair- 
man. If you will turn to page 4 you will notice in the breakdown 
that the first item of increase is in civil defense planning research, 
where we ask for an increase from $350,000 to $525,000. 


1954 estimate | 195 estimate 
| 
792 775 | 725 
| 82 8 9 
$6, 697 $6, 717 $6, 713 
GS-9.7 GS-9.7 GS-9.6 
: $3, 223 $3, 229 $3, 222 
CPC-54| CPC+54 CPO-5.4 
| ol 
94,963,157 | 94, 548, 734 #4, 
490, 599 74, 100 
19, 956 17, 246 
36, 657 20, 394 
149, 840 152, 386 
4, 807, 860 
| 301, 941 278, 003 
48, 995 38, 550 
TELS 150, 122 394, 064 
179, 584 180, 390 
Services performed by other agencies._......._..__._.. 744, 636 1, 433, 192 
115, 960 100, 736 
104, 879 16, 000 
367 500 
RAT 14, 367 13, 209 
3, 927 6, 000 
Total 8,355,407 | 8, 535,000} 1 
‘ $1, 160, 000 
ee 11, 000, 000 
ne | 9, 858, 159 12, 160, 000 
Unliquidated obligations, end of year. | 1, 160, 000 1, 760, 000 
| 8, 688, 159 10, 400, 000 
7 | 1, 288, 159 900, 000 
46868—54—pt. 2——-11 
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ATOMIC TEST PROGRAM 


There we would like to do three things. We would like to carry 
on a somewhat stepped-up atomic test program where we may test 
the effects of atomic blasts upon civilian types of structures, business 
houses, houses—a series of tests in that direction because we know 
very little about the effects of atomic explosions upon places in which 
Mr. and Mrs. America live and work. 

. We did a little of that a year ago at Yucca Flats but on a minor 
asis. 

The military and the Atomic Energy Commission limited them- 
selves to testing effects of atomic blasts upon military-type installa- 
tions. 

Mr. Taser. I saw their exhibit, and they called particular attention 
to how they set up these ordinary types of structures for the purpose 
of showing the effect. 

Mr. Prrerson. They set up a certain number of walls in coopera- 
tion with us, that is types of concrete walls and block walls last year 
at Yucca Flats in a project in which we joined. It was a rather 
sketchy project, which, to the best of my knowledge, represents the 
study in this field up to this point. 

However, they have taken airplanes and battleships, and possibly 
other types of military structures, and have tested effects of blasts 
on those out in the Pacific. 

Mr. Taser. What kinds of structures? 

Mr. Peterson. We have tested so far two houses. One was 3,500 
feet from an atomic explosion and the other 7,500 feet from an 


atomic explosion. This was publicized a year ago. Then we tested 
the walls. Details of the program are set forth on page 35 of this 
document. 

We would like to test effects of atomic explosions on frame houses, 
brick houses, single-story integral shelter, group shelters, basement- 
type shelters, agp. gre shelters, trench-type shelters, and public 


buildings. We wo like to make a service slab test, thermal- 
research tests in connection with the United States Forest Service 
and in connection with air zero locater tests, industry house trailer 
tests, food tests, radiation studies and tests, glazing pattern tests, 
windows and so on, and certain other miscellaneous items, including 
a city-area model test. 

Mr. Taser. Page 35 shows what you intend to do with $350,000? 

Mr. Prererson. Yes; in what we call our atomic-test program. 

Mr. Taser. What did you do this current year, or what have you 
still left? 

Mr. Peterson. We have been unable to do anything in the current 
year for this reason: The Atomic Energy Commission has carried on 
testing programs this year only in the Pacific, and with hydrogen 
devices of various types. 

These tests ordinarily would be conducted in the Yucca Flats area, 
and the testing program there has been delayed until next year. We 
were unable to carry on these tests at all. 

In other words, you appropriated 

Mr. Taser. If you are going to spend $350,000 on this particular 
project, what did you do with the money this year? 

Mr. Peterson. The money is still in the till. 
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Mr. Taser. That is, you have not spent any of it? 

Mr. Prererson. We have not been able to spend it. 

Mr. Taser. How much out of the $350,000 have you spent which 
is obligated and/or spent? 

Mr. Peterson. We have obligated or committed $67,488. 

Mr. Taper. Out of the $350,000? 

Mr. Prererson. Yes. 

Mr. Taser. And you spent what? 

Mr. Pererson. We will have to give you that figure for the record, 
sir. 

Mr. Wiae.ieswortn. As of what date? 

Mr. Taser. April 30. 

Mr. Pererson. That is right, sir. We committed $67,488. We 
will have to supply for the record the exact amount of money we 
spent. But we were able to do little there because the Atomic 
Energy Commission with which we must work was not in a position 
to carry on this type of program. 

(The information requested is as follows:) 

Advance to U. 8. Forest Service, Department of Agriculture 
Contract with Amman & Whitney for shelter design 
Purchase of area survey meters and dosimeters through Federal Supply 

Service, General Services Administration not yet completed__-_-____-- 

Advance to Bureau of Standards, Department of Commerce for film 
dosimeter studies 


Advance to Bureau of Standards, Department of Commerce, for glazing 
pattern studies 


Mr. Gary. You asked for $350,000 on page 35? 

Mr. Pererson. | was going to continue. 

Mr. Gary. But the figure on page 4 is $525,000. 

Mr. Prrerson. There are two other items involved here. The 
first item is the atomic test program set out on page 35. 


PUBLIC OPINION SURVEYS 


The other two items are these: On page 36 we are asking for 
$75,000 for civil defense public opinion surveys. We have made these 
in the past and they have proved valuable to us in telling us the 
extent of public acceptance of our education and training efforts. 
They tell us what degree of public understanding there is of the pro- 
gram we are trying to conduct. So, we are asking for $75,000 in the 
coming fiscal year to continue these public opinion surveys. ‘That is 
set out on page 36. 

Mr. Taser. Did you do that this year? 

Mr. Prererson. We are carrying on one program now. It is not 
concluded. 

Mr. Taser. How much is involved in that? 

Mr. Prererson. $61,000. 

Mr. Taser. Is that the major part of the $67,000 which you have 
obligated? 

Mr. Airken. The $61,000 was out of the operations money. The 
$67,488 obligated was for other purposes. 

Mr. Taper. That makes the whole picture confusing because you 
have been spending money 
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Mr. Gary. Mr. Chairman, I asked this question: $350,000 relates 
only to atomic research. The $525,000 contains $175, 000 additional 
of which $75,000 is for this program. It is not included in the $350,000. 

Rae Pererson. That is right. There are three general items in 
this 

Mr. Taser. The $350,600 did not exist in that same way last year 
as this table on page 35 shows? 

Mr. Peterson. That is correct, sir. 


ATOMIC TEST PROGRAM 


Mr. Taser. So that if you had part of the activity which you are 
going to cover this coming year in another fund, what did you obligate 
the $67,000 for? 

Mr. Pererson. That was obligated for this type of atomic test 
program work outlined on page 35. 

Mr. Arrxen. Mr. Chairman, we do not do research ourselves. 
We ask other agencies and other firms to do the research for us. 

$50,000 has been committed to the Forest Service to do some re- 
search for us with respect to thermal effects. 

$7,500 has been committed to a consultant firm for advice with 
reference to design of things—— 

Mr. Taser. How much? 

Mr. Arrxen. $7,500. 

Mr. Taser. To whom? 

Mr. Arrken. Amman & Whitney. They are a firm of consultants 
who give us advice about design of things and the kinds of things that 
need to be tested. 

Then $6,488 has been obligated for the purpose of preparation of 
area surveys. This relates to the determination of blast effects and 
radiological effects. 

Mr. Taser. That makes $63,000—— 

Mr. ArrKen.. I am not finished, sir. $2,000 has been committed 
to the Bureau of Standards for film, and dosimeter studies. 

Another $1,500 has been committed to the Bureau of Standards for 
glazing attern studies. That is the total, $67,488. 

ABER. That would be the whole $67, 600 which is the total 
oblig out the $350,000 which appears ‘there? 

Mr. Arrken. Yes, sir. 

Mr. Taper. And that would be on things which are comparable 
to this $350,000 which appears on 35? 

Mr. ArrkeN. It would be part of the complete study, yes, sir. 

Mr. Taser. Comparable to those items? 

Mr. Pererson. Yes, sir. 

Mr. ArrKxen. Only during the last few days have we received word 
from the Atomic Energy Commission with reference to the problem 
of scheduling our tests. 

The recent tests in the Pacific have delayed the formulation and 
preparation of plans for the test we want to participate in next year. 


PUBLIC OPINION SURVEYS 


oor Taser. What is the $75,000, civil-defense surveys which you 
ve 
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Mr. Pererson. We have had those surveys made in the past by 
the University of Michigan, and I think in some instances by the 
Rand Corp. in California. Those are public opinion surveys in which 
we try to find out to what extent the things we have been training and 
teaching people to do in the civil-defense field have been accepted and 
understood by the people of the country, and what the general attitude 
of the people of America is toward the civil-defense problem and re- 
lated problems. 

Personally, I feel it is a highly important phase of our work. 

This year we spent $61,000 in that field. That is about one-eighth 
of 1 percent of the total amount of money which we spend. In effect 
it is money spent for the purposes of thinking about our program, its 
objectives, and reaction of the public to that program. 

Mr. Wieeiesworrnh. A sort of Gallup poll? 

Mr. Pererson. Yes, except much more extensive. We don’t face 
a deadline. 

Mr. Taser. In what section of the green sheets would that be 
shown? 

Mr. Fouuts. 55 or 54, sir? 

Mr. Taser. 54. 

Mr. ArrKeN. That was financed out of savings in all of the items 
shown on page 4, sir. In other words, savings did not accrue from 
any one particular spot but in various areas. 


OpeRATIONS RESEARCH 


Mr. Taser. And operations research shows $100,000 at the bottom 


of page 36. 
What is that for? 


EVACUATION PROGAM AND PROBLEMS 


Mr. Pererson. This is in a different field from the previous two 
fields. This is an attempt to work out a program involving such 
matters as how we go about evacuating the American cities. It 
involves traffic surveys, and more information about weapons, not 
about weapons’ effect. It involves all types of problems such as 
relationship of the weather, wind and terrain to the problems of evacu- 
ation of our cities. It is set out in considerable detail on page 36 and 
page 37. There is also something on page 38. 

Mr. Taper. Is there any such activity being conducted this year? 

Mr. Prererson. Not in the manner we have outlined it here, sir. 

Mr. Taser. That is a new item? 

Mr. Prererson. That is right. The idea of evacuation, of course, 
is @ new consideration in our total program. It is one which we are 
just facing this year and more particularly next year. 

Mr. Taser. You mean your idea of evacuation is a new scheme 

Mr. Persrson. Yes, sir, and it requires the data we are asking for 
on these pages and under this item of $100,000. 

Mr. Taper. You have not studied the question of evacuation before? 

Mr. Prererson. We have studied it but not in the detail outlined 
here. As a matter of fact, no one in the world has studied it exten- 
sively. It is an entirely new concept. 

Mr. Taser. Evacuation is a problem which involves a different 
approach in almost every community. 
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Mr. Pererson. That is right, sir. 

Mr. Taser. To have it where it would do you any good you 
would have to cover a pretty wide range. I wonder if you gathered 
i ad estimates on how long it would take to evacuate New York 

ity? 

Mr, Peterson. No. We are trying to get into that problem. 
That is the toughest problem in the world. There is almost no in- 
formation in this field. 

The other day, the first exercise of its kind ever conducted in the 
world was conducted in Spokane, Wash. It was a restricted exercise 
in a small city. Spokane has a population of 175,000 people. 

Civil-defense officials moved their people, 16,000 of them, in the 
rain. People were cheerful and cooperated fully. They evacuated 
the downtown area. They moved to what they call loading perim- 
eters, and they moved on foot. 

They moved in half the time which had been estimated. 

I cannot draw too much of a conclusion from this exercise. I just 
offer it as the first one of its kind. 

Mr. Taper. Half the time that they estimated. What does that 
mean? 

Mr. Peterson. I don’t know exactly. I don’t submit it as having 
any significance other than it is the first test of its kind in the world. 

believe this, however, on the basis of my own observations—and 
— I cannot prove it and no one can disprove it, either—but I am 
of the opinion that in a city such as Indianapolis, with a half million 
poopie, or Columbus, Ohio, with a half million approximately, if the 
est brains will go to work on the traffic problems involved and seri- 
ously face up to the problem of evacuation, they can evacuate those 
cities in an hour and half or less. 

I am of the opinion that every city in the United States can be 
evacuated successfully in 4 to 6 hours with the possible exception, 
and I stress possible exception, of New York City. 

The difficulties in New York City are these: First the very size of 
New York City. 

Secondly, and in connection with the first one, when you get out of 
New York City you move into another great metropolitan area, de- 
pending on the direction in which you go. 

Mr. Taper. Does it make any difference which direction you go? 

Mr. Peterson. No, you move into metropolitan areas in every 
direction. 

Next there is the problem of the area divided up so badly by water. 

The other cities that face somewhat the same problem are New 
Orleans, where the civil-defense director tells me he can evacuate the 


city. 

Whether he can, I don’t know. His name is General Maraist. He 
commanded troops in the North African campaign against Rommel. 
He is a capable man, to the best of my knowledge. 

Seattle will be tough. 

The peninsula of San Francisco will be tough because there you 
have 800,000 people in a small area. 

Los Angeles will be tough. 

I believe in every other major city in the United States evacuation 
is possible. Actually, it does not make any difference, Mr. Chairman, 
whether it is possible or not in any final sense, because the choices are 
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these, and there are no other choices: You stay in the city and die— 
which we must reject as a choice for the American people—or you go 
down deep under the ground—a move no one has shown any dispo- 
sition to undertake as yet in this country and which appears to me 
too costly—or, you move out. 

When you evacuate an American city you evacuate from the edges 
of the city. Every time you get 15 minutes, you save thousands of 
lives in the process of that evacuation as you draw them out from the 
edges. 

We may never reach a situation where we can get all of the people 
out of any great American city. That will be a goal we can strive for, 
but every time we can get an hour, 2 hours, 3 hours, 4 hours, or what- 
ever number of hours we can get, we can save hundreds of thousands of 
American lives in any city. Across the United States, we can save 
millions of lives. That is the best that can be offered at the present 
time under the conditions of the weapons that our scientists have 
been able to develop. 

I have some charts which illustrate this, but this is again very 
sketchy and we must do much more research in this field. 

As a matter of fact, I have entered into an agreement with the city 
of Milwaukee, which already 1s a leader in this field, and the State of 
Wisconsin—I am hoping to get some traffic engineers to go into Mil- 
waukee and work out a pattern for this business of evacuation on the 
assumption that it is a typical, middle-sized city of 800,000 people in 
the metropolitan area. 

J Studies of that kind will have to be made in every city in the United 
States. 

More than that, after the studies have been made and plans worked 
out, we will have to empty these metropolitan cities not once, but 
many times in trial exercises. 

~ we don’t, we might condemn millions of people to die unneces- 
sarily. 

I have met with the executive committee of the mayors’ confer- 
ence. I would like to introduce for the record a letter which I wrote 
to Mayor Robinson, of San Francisco, who heads this conference, and 
his answer to me. 

(The letter referred to is as follows:) 

Feperat Crvir Derense ADMINISTRATION, 
Washington 25, D. C., April 30, 1954. 
Hon. E. Rosinson, 


President, United States Conference of Mayors, 
Washington, D. C. 

Dear Mayor Rosinson: You have advised me that the release of the data 
on hydrogen bombs in “Operation Ivy” and exaggerated reports on the current 
Pacific tests has raised a question in the minds of many mayors as to the real 
effectiveness and need for the civil defense program in this country. 

Let me assure you that, after intensive study, the President, the National 
Security Council and our military leaders have strongly endorsed the need for an 
accelerated civil defense program, with emphasis on evacuation, as a critical 
part of America’s continental defense program. 

A review of the dangers that confront us and the new preparedness measures 
needed to counter them will make clear why civil defense is today more important 
than ever—if we are to help keep the peace, and, failing that, to survive an 
atomic war. 

You will recall at the historic White House Conference of Mayors in Wash- 
ington last December, the President told the chief executives of 175 target cities, 
“The real occasion for this conference is, that for the first time in history cities 
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have become principal targets for any enemy seeking to conquer our Nation. 
The city has moved from a position of support in the rear. It has moved out in 
a very distinct way in the front line.” 

Now we know, without question, that the enemy has a growing stockpile of 
atomic weapons which will be bolstered with hydrogen weapons. We know 
further that the enemy has now within his capability the means of delivering 
ba weapons, whether atomic or hydrogen, to every major city in the United 

tes. 

Make no mistake, our military forces are working intensively to build up the 
military defenses against such means of attack. However, we must face the grim 
reality outlined by the President that there is no complete military protection 
against enemy attack for our cities, once that attack is launched. 

The grave and urgent problem which confronts the civil authorities of America 
at the Federal, State and municipal level, is what improved preparedness measures 
can be taken now to minimize the effects of an enemy attack with atomic or 
hydrogen bombs. 

In the face of the increased destructive capacity of hydrogen bombs, planned 
evacuation of our cities becomes an urgent necessity. If I may oversimplify the 
problem the choices that confront us are: (1) get out, (2) dig, (3) or die. Right 
now deep shelters are untested and economically unfeasible, and certainly no 
American by choice will deliberately stay in his city to die. Our choice then is 
undisciplined mass evacuation from our cities by hysterical mobs in the event 
of attack, or planned, highly organized and frequently tested evacuation by the 
civil defense authorities. Here is why we have no choice but that of planned 
evacuation: 

1. The basic problem which confronts us is the protection of people. Protection 
of physical installations is important, but our most valuable resource for survival 
as a Nation is the people of America. 

2. From the very beginning, Federal civil defense planning has recognized that 
either physical protection of people by shelter or protection through distance, 
from an atomic explosion represented the two choices that could be offered. 

3. Early warning of attack is absolutely essential to achieve protection by actual 
removal of people from the danger area through evacuation. Facing only a few 
minutes of warning, the early plans of FCDA were of necessity geared to shelter 
as the best form of personal protection. Against low-vield atomic weapons this 
was a modest program and offered important hope of survival even in major 
danger areas, although it was far from an ideal solution. 

4. In November 1952, FCDA learned through ‘Operation Ivy’? not only of the 
hydrogen device but also that very high-yield fission weapons were being built. 

5. As a direct consequence, intensive planning for the evacuation of people 
from probably danger areas in our target cities was started by FCDA early in 
1953. It was clear, however, that early air-raid warning of an approaching 
attack was the key factor in such a program. 

6. During 1953, there were several high-level continental defense studies in 
which FCDA participated. These studies developed not only the importance 
but the feasibility of a system of detection of approaching aircraft which could, 
when completed, give a probability of an earlier attack warning of 2 to 6 hours. 
Toward the end of the year, decisions were made within the Government to 
proceed with the necessary early warning installations on an expedited basis. 

7. FCDA recognizes that the evacuation of people from our large cities poses 
staggering problems requiring careful analysis and intense leadership by civil 
authorities in each of the target cities. FCDA decided that the time required 
by the military for improving the air-raid warning detection system could be 
profitably used by civil defense officials for planning and public testing of city 
evacuation systems. Consequently since June 1953, FCDA has been urging 
State and local directors of civil defense to proceed with such planning and tests. 

8. From all this, it should be clear that America’s civil authorities are not now 
confronted with a new problem posed by the declassification of the films on 
“Operation Ivy” and by the current series of tests in the Pacific. We have been 
working on this problem for 18 months. 

9. It is necessary to point out that there have been gross exaggerations in some 
of the reporting on the spring series of tests in the Pacific. Analysis of all of the 
effects data has not been completed, but FCDA is aware that these recent tests 
do not pose a problem of a totaliy new order of magnitude. Civil defense plan- 
ning against the threat of a hydrogen weapon of the power of the ‘‘Mike Shot”’ in 
“Operation Ivy” will need little modification to face the threat of higher yield 
thermonuclear weapons. 


al 
co 
of 
re 
tr 
iv 
ti 
A 
P 
p 
t 
a 
t 


167 


10. Tosum up, there is no easy, simple solution to the problem posed by today’s 
weapons of mass destruction. The problems must be dealt with calmly and 
analytically in full recognition of the fact that there is neither a painless nor a 
completely successful civil defense. If this country is attacked with weapons 
of mass destruction, there will be many casualties. The measure of our success 
will be the degree to which those casualties are reduced by the application of 
planned evacuation and other vital civil defense measures. It is important to 
remember that the dispersal of people on early warning of approaching attack has 
tremendous lifesaving potential. It is definitely worth the planning and organiz- 
ing effort in every target city. 

The first practical evidence that planned evacuation is feasible came in *‘Opera- 
tion Walkout” held in the downtown business district of Spokane, Wash., on 
April 26. The State civil defense director, Adm. Daniel E. Barbey, called this 
test limited as it was, a “sobering success.” 

Spokane’s mayor, Arthur R. Meehan, said ‘We have had nothing but high 
praise of our ‘walkout’ from both civilians and military. Not one bit of adverse 
criticism. We are receiving hundreds of letters and phone calls wanting us to 
prepare plans for a more extensive ‘walkout’ to be combined with a ‘tideout’ into 
the suburbs.” 

An analysis of the Spokane test appeared in the May 3 issue of Time magazine. 
“The test proved that civil defense, even in the nuclear age, is no more obsolete 
than the instinct of preservation.” 

I sincerely hope that we can continue working closely with the mayors of our 
cities and our State authorities in expediting the Nation’s civil defense program, 
with increased emphasis on planned evacuation. 

Sincerely, 
VaL PETERSON. 


Report oF Mayor Eimer E. Ropinson or SAN FRANCISCO, PRESIDENT, THE 
Unitrep States CONFERENCE OF Mayors 


As president of the United States Conference of Mayors, I can say that the 
chief executives of our great American cities, without exception, have been deeply 
disturbed by the increasing threat to our civilian population as posed by the H- 
bomb and other new developments in atomic weapons. 

With many of our fellow citizens, our first reaction has been that there could be 
no adequate civil defense against such enemy attacks. At first the H-bomb 
appeared to many of us to be such an overwhelming destrictive weapon as to make 
obsolete current civil-defense planning. 

At the invitation of Federal Civil Defense Administrator Val Peterson, a special 
committee of the United States Conference of Mayors has met and discussed these 
grave problems with Federal officials. Now I am greatly reassured by what we 
have learned in two important respects. 

First, it is evident that sensational early reports of the blast, fire and readiation 
effects of the H-bomb were greatly exaggerated. Like all other bombs, the H- 
bomb has definite limitations. It will not kill everyone and everything for 
hundreds of miles around. As with the A-bomb, there are measures which the 
average citizen can take to save himself and his family. 

Second, the H-bomb has not come as a surprise to civil-defense planners. The 
Federal Civil Defense Administration has always taken into account the possibility 
of larger bombs than the A-bomb which destroyed Hiroshima. For the past year 
and a half, Federal authorities have been working on modifications of the original 
United States civil-defense program which would provide increased protection 
against increasing danger brought about by hydrogen weapons. 

The success of the new civil-defense strategy of evacuation depends upon two 
factors: (1) the assurance of earlier warning from the military, and (2) the full 
cooperation of the target cities, their officials and all their citizens in preparing 
and testing adequate dispersal plans which will remove most people from the 
immediate danger area. 

The early warning system now under construction by the Air Force in northern 
Canada and elsewhere, when completed, will eventually provide from 2 to 6 
hours notice of approaching attack. This additional warning time is of little or 
no value to the people unless tested dispersal plans are ready in each city to make 
use of the time for survival purposes. 

The Federal Civil Defense Administration also urges that the cities employ the 
18-month interval required for this construction in learning how to use earlier 
warning to advantage; namely, in dispersing the residents of our crowded urban 
centers to outlying areas in time of emergency. 
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This will be a hard job for everyone concerned, but there are no easy answers to 
the problem of survival in this air-atomic age. For the safety of ourselves and 
the Nation, we must learn to live through atomic attack. Iam convinced that it 
can and will be done by this generation of Americans, for the sake of future 
generations vet to come. 

Mr. Prererson. In these charts I just called attention to—city 
X is a city of 1,240,000 people. 

If we have warning and no evacuation, 68 percent of the people, 
will be casualties. 

The deaths will make up 51 percent of the people, or in this case 
631,000. 211,000, or 17 percent of the people, will survive, and 
32 percent of the people will be uninjured because of the location 
within the bomb pattern. 

If we have 1 hour of warning time, you will notice on the second 
chart, the percentage of uninjured will jump from 32 percent to 
55 percent. Surviving casualties will remain at about the same 
point, 18 percent compared to 17. But we cut the deaths from 51 
percent to 27 percent on the second chart. 

I cannot give you the study for 2 hours or 3 hours. We are work- 
ing on studies of that type. But the more time we can get and the 
more people we remove from the cities, the more lives we can save. 

This principle of evacuation is approved by the President and 
the National Security Council as the civil-defense concept for the 
United States. I discussed it with military people, who are not too 
familiar with this field, and with scientists who have some famili- 
arity with it and with civil-defense directors and public authorities 
clear across America. It is the best concept we are able to come 
up with. 

Mr. Gary. What are these estimates based on? 

Mr. Arrxen. Each letter represents 5,000 people. Those are actual 
documents based on data procured from the Bureau of the Census. 
The range A, B, C, D, represents the range of blast damage produced 
by an Ivy-sized bomb. 

The 2.5 is the radius of that circle. It is a circle of complete 
devastation. 

B is the circle with a radius of 5 miles where you have very severe 
damage. 

C is the next size, where moderate damage occurs, and D is the 
range of light damage. 

Mr. Gary. What are the percentages based on? How do you 
figure those out? 

Mr. Airken. They are calculated primarily on the experiences and 
results of the bombing of the Japanese cities. That is with weapons 
of smaller size, but the trend and patterns on blast effects are the 
same. ‘They are scaled up in size. That was the basic source of the 
information of probable percentage of people who would die, be 
injured or survive. 

Mr. Gary. What are the percentages after evacuation based on? 

Mr. Arrken. These studies are based on population concentration. 
They are daytime and nighttime concentrations. You simply remove, 
the people the distance you could remove them in the 1-hour period 
and then 

Mr. Gary. That is what I am getting at: Where do you get your 
estimate as to the number that you use with reference to a 1-hour 
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period? You say that you have not done any research on this. 
What are the estimates based upon? 

Mr. Psererson. We have engineers and others who specialize in 
this field on our own staff. These are the best calculations they can 
make. Actually, we will never be absolutely certain about this, as 
I suggested a while ago, until we run test exercises, and we will have 
to run many of them. When we propose them, there are going to 
be a good many people who will scream because it will interfere with 
normal life and the processes of trade. But as I suggested, if we do 
not run the test exercises, we will never be able to get out at the time 
the real thing occurs, if it should occur. 

Mr. Airken. If you will look at the second chart, there is a note 
at the bottom under the asterisk that says, ‘Assumed average move- 
ment of 2 miles.’”’ This means that we assume everyone moves at 
the same time, under ideal conditions, out of the center of the congested 
area, and they could move an average of 2 miles. 

Mr. Prrerson. That is a very conservative assumption. 

Mr. ArrKeNn. Some will move more miles than that, and some will 
not move at all. This is based on an average of 2 miles. It would 
take tests to prove this. 

I would like to come back to one of your basic questions here. 

Our cities and State highway departments have much basic data 
available as to the condition of their physical plant, their streets and 
highways. They have a good deal of information concerning the 
number of cars they have and the traffic volume. What we need to 
do in this research is to get that basic data correlated with other 
teganeerasion media and thereby to answer the questions that come 
up here. 


QUESTION OF LOCALITIES BEING BETTER EQUIPPED TO HANDLE EVACUATIONS 


Mr. Taser. Now, the thing that occurs to me is this: that this, 
instead of being a problem for the Federal Government, is a problem 
for the localities, and the localities are much better able to answer it 
than the Federal Government. 

The warning proposition, I figure, is a Federal Government respon- 
sibility, but the laying out in each community of a program for 
evacuation, seems to me, to be a problem for the locality, and one 
it would be much better equipped to handle than the Federal 
Government. 

Mr. Peterson. I agree with you 100 percent and have so told 
public meetings in such cities as Los Angeles and other places, and 
the mayors. 

However, the Federal Government is a partner in this business. 
It is a partnership involving the localities, the States and the Federal 
Government. I think we have some responsibility at least to work 
out one or two patterns in various sized cities. It has already been 
suggested by the highest level in the executive department that we 
have a peculiar responsibility for New York City, which is the toughest 
problem in the world. It is a city peculiarly important, as all the 
cities are, to the United States. There is some feeling in the executive 
branch that we do have a special responsibility there. 
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I think that we should work out a pattern for two or three cities of 
various sizes involving various terrain problems. Then if this prob- 
lem ever is to be solved, it must be solved by the people who know 
the most about it, the people who have the most at stake. Those 
are the people in the various cities, themselves. We have no plans, 
or any desire to try to blueprint evacuation for every city. I do not 
think that Washington has the ability, or that it is the job of Wash- 
ington to do that. But I do think we have some responsibility in 
exercising leadership at the national level. 

Mr. Taser. I should think that would consist of calling the problem 
to the attention of the localities and telling them they should get 
busy on it, and if you have to have 1 or 2 men who have had consider- 
able experience in traffic and that sort of thing to advise with them, 
that would be about as far as you could go. 

Mr. Prerrerson. My general philosophy is in agreement with yours. 
There are many people in America who would disagree with both of 
us in that respect. It would be our purpose to keep our participation 
in this down to the barest minimum, but to exercise such leadership 
as we can, on a limited basis, to help bring about planning for the 
evacuation concept. 

As far as you and I are concerned, we are pretty close on the matter. 

Mr. Tazser. These localities all have to have traffic studies made. 
They will have to know how their traffic will move. In your business 
sections rage | will have maybe an hour and a half in the morning to 

et where the crowd is going to work and an hour and a half to 2 
ours in the evening when they are going home. 

Those studies have to be made and they have to be kept locally. 
The fellow that makes them, in most substantial cities, must be in a 
pears to pretty well analyze the way that that sort of thing can be 

andled. That is the way that it appears to me. Perhaps I am a 
bit too stiff bitted on it, but it seems to me that they have an oppor- 
tunity to do such a much better job than the Federal Government 
that we should not do anything more than I have suggested. 

Mr. Prrerson. I am in general agreement with you. I think that 
our only responsibility in the Federal Government is development of 
this concept of evacuation. I think that we have a responsibility 
to help work out a pattern or two that the other cities can follow. 
If we face up to the problem with them in a cooperative venture and 
say to them, ‘Here are the data for 1, 2, or 3 cities. You get busy and 
work it out for your own city,” we will be living up to our responsibil- 
ity. There are some people who feel this whole area of civil defense 
should be strictly a national responsibility, moneywise and leader- 
shipwise and troopwise, on the basis that this is one aspect of national 
defense, and in the field of national defense the Federal Government 
assumes all the responsibility. I do not agree with that. This is 
tougher and bigger and more involved than military defense. If 
the American people are to survive an atomic attack, it will require 
activity on the part of every American. You could not put enough 
troops in uniform to solve this problem, in my judgment. 

do not want it aulamiek this is restricted to traffic studies. 


That — one of a number of things. 


Mr. WiaGteswortH. That is set forth under various headings on 
pages 37 and 38; is that right? 
r. Pererson. Yes, 36, 37, and 38. 
Mr. Wiccieswortn. I have no questions at this time. 
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ATTITUDE OF LOCALITIES 


Mr. Fenton. I would like to ask the Governor this question: You 
have had various meetings of governors and the various tayors of 
metropolitan areas. Have you had any meetings with the lower 
echelon on municipal governments like towns and counties, and so 
forth? What was the attitude of the counties, for instance? 

Mr. Pererson. Toward this evacuation principle? 

Mr. Fenron. Toward the whole concept of civil defense. 

Mr. Pererson. I have not met with many county officials. There 
are relatively few counties involved in this total field. One is Mont- 
gomery County, Md., here at the edge of Washington. The authority 
in most cases rests in the hands of the mayors and the city council. 

I have been in many cities. The acceptance of the concept, and 
more important than that, the implementation of it, varies consider- 
ably from city to city. I have been surprised to find how much work 
is done in some places, and how little in others. There are many 
States and cities in the United States doing an excellent job in the 
field of civil defense. There are others doing practically nothing. 
Of course, so far as we are concerned, we have no authority to order 
them into action. We try to persuade them to act. That action 
seems to vary directly with the type of leadership to be found in any 
given locality. 

For instance, in the field that you would be interested in, Doctor, 
in Hawaii I found an outstanding medical program. That is due to 
the fact that a physician over there heads up the medical program. 
He has some vision in this field and some interest and enthusiasm, 
and he has driven through a real program. 

In a city in New York State, we found a situation where the chief 
of police told me his auxiliary police force is better than his regular 
police force. That is no reflection upon the regular force. They are 
good, too. 

In Kenosha, Wis., they have an auxiliary police force that is out- 
standing. I am trying to say you will find in one place a man who is 
a leader in communications and he will build a real communications 
civil defense element. In another place you will find a man interested 
in firefighting, and he will build a real firefighting element. In an- 
other place it is transportation, and so it goes through all the gamut 
of civil defense. It varies tremendously. There are a good many 
mayors who take the attitude that civil defense should be totally 
the responsibility of the Federal Government, even with respect to 
money, or with respect to both money and training, and also to 
operation—or all three. 

I believe the governors generally feel it should continue to be a 
cooperative program among the States, the cities, and the Federal 
Government, and I believe the majority of the mayors believe that. 


COOPERATION FROM COUNTIES 


Mr. Fenton. You have organized the civil defense on a State 
level. Now, the State bodies are functioning. When it gets down 
to the county level, post how much cooperation are the counties 


giving to the heads of the States? 
Mr. Peterson. I cannot speak specifically. I have not surveyed 
that whole area. I know of some instances where counties have 
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cooperated completely and fully, but I am certain, too, that there 
are many where lip service is paid, and that is all. 

Mr. Fenton. Soam I. I am cognizant of that fact. It seems to 
me, with the appointment of these State organizations, there is not 
enough follow-through by the lower echelon, like the counties. | 
know that to be a fact. 

Where we should start with our educational program, and whether 
we should jack up the various States and get some progress reports 
from the counties of the various States, I do not know. 


EMPHASIS ON EVACUATION PROBLEMS 


Mr. Perersen. I would like to follow that just one step further. 
This business of evacuation means a change in the emphasis in civil 
defense. Previous to the development of the hydrogen weapons our 
emphasis had been on the big cities—New York, Boston, and the 
others. Now, our problem is to get the people out of the cities. 
Those cities are doomed. You cannot do anything about it. If the 
enemy attacks with an atomic weapon those cities are gutted and 
destroyed —largely, but not completely. 

The problem becomes—how are you going to take care of the cities, 
assuming that you can get them out of the cities? I always thought 
the way we would have to do that—and we have been working on 
plans in this field for quite a time—would be to take the people out of 
a city, let us say Chicago, to an agreed point, let us say 25 to 50 to 75 
miles outside the city where they would be safe. There we would 
have to shelter them in schoolhouses and churches and other large 
structures. We would have to feed them. We have trained a lot of 
people in America in mass feeding, utilizing empty gasoline drums and 
oil barrels to do the cooking. The Army has cooperated wonderfully 
with us on that. 

The other day there came to my office a farmer from Wells County, 
Colo., the prinicipal city of which is Greeley. He said to me: “Gov- 
ernor, we have figured out a plan in Wells County. It is agreed upon 
by the individual farmers and their wives in Wells County, Colo. 

e would take 200,000 people from Denver and shelter them and 
feed them for 10 days.” I said, ‘At whose expense?” He said, 
“We will do that ourselves.”’ He said, “We wil ee to do that 
for 10 days. If we run out of staple items we will expect public 
authorities to help get staple items for us. As far as meat is concerned, 
we will supply the meat.” 

Here is a totally different concept of how you are going to take 
care of the people. I believe the farmers in that area generally 
would take much that attitude in the event of an attack on a great 
city. I do not know whether that would be true of farmers all over 
the United States because I am not that familiar with all farmers. 

Mr. ANDERSEN. I believe that would be true in Minnesota. 

Mr. Pererson. Yes, and it may be true clear across the country. 
I am very much interested in this because one of our real problems, 
following an atomic attack, would be to maintain a certain amount 
of law and order and discipline among the re etd prevent panic 
and foolish actions. If we have piled up in school houses in the volume 
of 1,000 at a clip 


or in the churches, we will have a lot more problems 
controlling people than if they are split up into smaller groups in 
farmhouses. 
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Immediately following these hydrogen explosions, some people 
rushed to the press and said, “‘Civil defense is dead; there is no need 
for it any longer.” 

That is simply not a realistic approach to the problem. It shifts 
the emphasis within civil defense, but the concept is not dead. We 
need it even more definitely than we have needed it in the past. I 
grant it is still not adequate to the problems of the hydrogen age, let 
alone the atomic age. 

I do not know of anything else that is adequate to the implications 
of atomic warfare, including the military, or any other aspect of human 
society that you would care to name. In this field we certainly are 
not prepared, even though thousands of very fine citizens have done 
a tremendous job of ren in certain areas in certain cities and States. 

I am sorry that I have taken so much time to answer your question, 
but you asked a pretty fundamental question. 


EQUIPMENT FOR VOLUNTEER FIRE COMPANIES 


Mr. Gary. Is there any Federal agency through which a volunteer 
fire company could get assistance in securing equipment? 

Mr. Peterson. Not that I am familiar with. You mentioned 
assistance. Do you mean technical assistance? 

Mr. Gary. Get the equipment itself. 

Mr. Peterson. We were in that business until this fiscal year. 
In this fiscal year we have made no provision for matching funds for 
fire equipment. This was largely at the direction of this committee, 
because the feeling existed that some cities were utilizing Federal 
funds to escape part of their normal responsibilities in the fire-fighting 
field. So we have not spent, to the best of my knowledge, any money 
this year, unless it would be for some uncompleted contract entered 
into the year before, or something of that nature. 

There are many people who think we should be doing something in 
this field, but we have not been in it for the reasons given. 

Mr. Gary. The answer is no; there is no agency? 

Mr. Pererson. That is right, sir. 

Mr. Gary. I had an inquiry from a volunteer fire company in one 
of my counties recently, and | told them that I did not know of any, 
and I just wanted to find out if there is any agency furnishing fire- 
fighting equipment. 

There is not. 


PROJECT EAST RIVER 


Mr. Taser. You have a paragraph in here on page 39 about project 
East River. You can read it, but you cannot tell what the result of 
it was, or what bearing it might have had on the picture that you are 
presenting to us. I wonder if you could tell us anything about that. 

Mr. Prererson. I would be glad to, sir. 

Project East River, in my judgment, was a very able study of this 
whole business of continental defense, and particularly civil defense. 
It was a joint venture, by the way, of the Federal Civil Defense 
Administration, the Department of Defense and, the National Security 
Resources Board. It was conducted by Associated Universities, Ine. 
The best scientists and military minds in America were utilized in the 
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preparation of the plan. It said if civil defense was going to be pos- 
sible at all in America in this age, it had to be made manageable. 
Three things were required to make it manageable. 

First, it said we must disperse industry in this country. We must 
stop this business of piling up industrial complexes in our great cities 
because we were making more inviting targets. ‘ That is the respon- 
sibility of the Office of Defense Mobilization and Dr. Flemming and 
his group are working in that field. I think that they have made some 
accomplishments in the field. They make those by holding out the 
offer of certain tax benefits to industries that cooperate. 

The report also said that we must have increased warning time if 
we are to make civil defense manageable. As you know, the Depart- 
ment of Defense is charged with that responsibility, and steps are 
underway to increase the warning time—Secretary Wilson, I think, 
has announced he hopes that can be increased considerably in prob- 
ably a year and a half or 2 years, depending upon several factors. 

he report said more enemy planes poowere, de destroyed as they come 
in. Of course, we are all in favor of that. You gentlemen have been 
faced with that problem in the Appropriations Committee, the prob- 
lem of providing a better continental defense. 

Now, America has tended to put the emphasis upon a strong 
strategic Air Force as a deterrent to war. Certainly we are all in 
agreement with that. The fact, nevertheless, remains that we have 
an obligation to the people who live in these great cities, some 65 or 
100 cities, that are certain to be targets in the event of an atomic 
war. Those people’s lives can only be protected in the ways project 
East River has pointed out. 

Mr. Taper. the record. 

(Discussion off the record.) 


BUDGET INCREASES REQUESTED 


Mr. Taser. You have educational services in the amount of 
$1,500,000 as an increase. 

Mr. Prrerson. There are three items of increase. 

Mr. Wia@eLeswortu. I can see five items of approved increases. 

Mr. Prererson. I should have said major items of increase because 
there are some decreases there. I was addressing myself to those 
items that were substantial. The substantial ones are in research, 
civil defense education services, and operation control services. 

Mr. Wiecteswortn. In your field representation you have a 
$200,000 increase. . 

Mr. Pererson. $188,000 increase. I have detailed all that. 


EpvucaTIOon SERVICES 


Mr. Taser. Tell us, if you would like to, the reason for this increase 
of $1,500,000 for civil defense education services. 

Mr. Peterson. That appears on pages 47, 48, 49 and 50. 

On the summary on page 46, you will notice first of all, or I will call 
your attention to the fact, we are decreasing the personnel involved in 
this division. We had $942,000 to pay our personnel. 


We had 161 people employ e propose to cut that to 113 people 
next year and cut the amount of money requested for personal services 
to $756,000, a decrease of $186,000. 


of 
0! 
n 
a 
P 
fi 
e 
I 


175 


The places where we are asking for increases are in, by object class, 
06, Printing and reproduction. We are asking a substantial increase 
of $860,000, which I will call attention to more specifically on the 
next pages. And under other contractual services an increase of 
$768,000. Those increases are to permit us to buy more things to 
attempt to educate and train the American people, as set forth on 

age 48. 
: ‘ou will find we are asking money for the items enumerated there 
involving such things as television kinescopes, motion pictures, identi- 
fication cards, radio recordings, tapes and dises, motion picture prints, 
exhibits, the services of the Advertising Council on a limited basis, 
newspaper and magazine service, maps and prepared material and 
ribbons and certain other items. 

I think that I should say we pay no money at all for radio or tele- 
vision time. We buy no advertising or magazine space. In other 
words, we spend absolutely no money for advertising. These re- 
quests are made in the amount of $519,000 to permit us to prepare the 
material that is utilized in these programs. The communication media 
will not pay these costs since they donate the space and the time to 
us. This is a very modest amount of money in terms of money spent 
by industry for advertising of single items, from toothpaste on up to 
automobiles. Here we are attempting to get information to the Amer- 
ican people to help them do the things necessary to save their lives. 

Mr. Wiecieswortn. Is that $519,000 for salaries? 

Mr. Peterson. No; it is not for salaries. We are asking for less 
money for salaries. These are materials—machines, dises, film, and 
that sort of thing. 

Mr. Gary. Do you help prepare the programs? 

Mr. Peterson. Yes, sir. 

Mr. WiaeteswortH. You do not have to pay for the time for 
advertising? 

Mr. Pretrrerson. No, but we do have to pay for the preparation of 
materials used—the layouts, the drawings and the artwork. 

Mr. Gary. Do you have a good deal of talent given to you, also? 

Mr. Petrrrson. We pay for no talent that appears on the TV pro- 
grams or radio, or that sort of thing. There is $519,000 in that field. 

On the next page we ask for printed material in the nature of a new 
alert card containing the warning signals and what to do. We need 
information material on dispersal and movement, shelter en route, 
reception arrangements, what to do for survival after attack, car 
cards, billboards, posters, and the entire field of attempting to inform 
the people of what we are trying to do. There we are requesting a 
total of $686,000, which makes the total of $1,205,000 that I spoke of 
a few moments ago. It is public civil defense education, at the bot- 
tom of the page, amounting to $1,205,000. 

Mr. Forp. 10 pays for the signs on the highways that say, 
“This is a Defense Highway to be used by military and civil-defense 
authorities’? 

Mr. Peterson. The States paid for them. They are going to have 
to be changed because they are misleading. They are based upon 
the old concept of trying to hold the people in the cities and bringing 
in divisions from outside the town to fight the fires and save the people. 
There is no other answer than just getting the people out. 

Mr. Taser. The committee will stand adjourned until 2 o’clock 
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AFTERNOON SESSION 


Mr. Taser. We are presently engaged in discussing the matter 
of education. 
Mr. Prrerson. We were on page 49 when we recessed, Mr. 
Chairman. 
OBLIGATIONS AND EXPENDITURES 


Mr. Taser. How much have you spent this year on things which 
would relate to that $1,205,000? Also what are the obligations on 
that so far this year? 

Mr. Pererson. I will ask Mr. Foulis to answer, Mr. Taber. 

Mr. Fouts. The table on page 46 will give you that answer. 

Mr. Taser. No, it does not. It gives us a figure which was 
allocated to it, but it does not tell the whole story. 

Mr. Foutts. That is correct. I will submit the exact figure for 
the record. 

(The information requested is as follows:) 

Obligations through Apr. 30 $147, 748 
Expenditures through Apr. 30 : 73, 764 

Mr. Taser. What are the obligations to the end of April on the 
$1,345,000 which was available last year? 

Mr. Fovutis. Total obligations to date on that plan, sir, are $735,000 
for that part of it. There is another $78,000 in there. 

Mr. Taser. What is the $78,000 for? 

Mr. Fouuts. For publications control. 

Mr. Taser. That is $75,000 for what? 

Mr. Fouts. Let me restate the figures, sir. I will give you the 
total figure. It is $997,941. That is the total obligation through 
April 30 for that program. 

Mr. Taser. That is to April 30? 

Mr. Fouuts. That is correct, sir. 

Mr. Taser. What were you giving us the $735,000 for? 

Mr. Fouuts. I misread the figure. That is part of the total makeup. 

Mr. Taser. What do you expect to do if you get the increased 
amount? What do you expect to do which you have not been doing? 

Mr. Fouuts. I would rather answer it the way you first stated it— 
when we get the money. That is what we have been discussing on 
the $519,000 public media, and $646,000 for printed matter. 


BASIS FOR ESTIMATE 


Mr. Taser. You had better put in the record all of page 48 and 
page 49. 
{r. Pererson. And I believe 50? 
Mr. Foutts. 48 and 49 totals up the $1,205,000. 
(The matter referred to is as follows:) 


Epucation SERVICES 
BASIS OF ESTIMATE—PUBLIC CIVIL DEFENSE EDUCATION, $1,205,000 


An increase of $1,035,450 over fiscal year 1954 is due to the need for greater em- 

phasis on more continuous use of the support given to civil defense by newspapers, 
zines, television and radio stations. 

he public information media are entirely willing to furnish space and time, 

however they cannot afford and do not have the basic knowledge necessary to 

write the articles, produce the features, or develop the items for use. The request 

is for the basic services necessary to furnish such items to the press, television, 
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radio, magazines, and others who generously offer millions of dollars’ worth of 
public service support each year, general analysis of the requirements is: 


(a) Television kinescopes, films, spots, identification cards, and rental 
of lines for closed circuit theater television $125, 000 

(b) Radio recordings, tapes and discs, especially those essential for 
CONELRAD 

(c) Motion-picture prints and 
ings 

(d) Portable exhibits and displays to fill requests from major organiza- 
tions 

(e) Advertising council services 

(f) Newspaper and magazine service, mats, prepared material, ete. - 

(g) Ribbons, ete., as service awards to civil-defense workers 

‘h) Miscellaneous, including wire services, still photographs, supplies, 
equipment, shipping charges and other contractual services 


Im for theater and special group show- 


Total public media program 


In order to accelerate public understanding and provide Americans as quickly 
as possible with instructions on dispersal and other life-saving actions, a substantial 
investment in basie printed materials, expecially those useful in person-to-person 
contact, is needed. 

(a) A new alert card containing the warning signals and what to do_._ $140, 000 
(b) Dispersal, movement, shelter enroute, and reception arrangements. _—-150, 000 
(c) Survival under and after attack 100, 000 
(d) Nontarget civil defense, mobile support, reception and care of 

(e) The facts we face in age of peril 75, 000 
Ger billboaras and 55, 000 
(g) Miscellaneous, including gas, biological warfare, rumor, family civil 

defense not covered in (a) through (d) above, shipping charges, 

supplies and equipment__- 91, 000 


Total printed matter program 686, 000 
Total public education program - 1, 205, 000 


TRAINING 


Mr. Prererson. Page 50 refers to the training item set out on page 
46. Last year we had $119,102 for training. We were requesting 
$505,000, or an increase of $385,898. 

We set out the $505,000 on page 50. That is for training guides as 
opposed to general information and education, training bulletins, 
technical training slide films, and recordings. 

Mr. Taser. Is that the expense of getting them out or for printing 
them? 

Mr. Peterson. This does not include personnel expenses. Salaries 
are shown in another item discussed earlier. 

Mr. Taper. Yes. 

: Mr. Peterson. This includes the materials themselves which we 
uy. 

Mr. Taper. You mean these are things which you buy? Are they 
stock items which you buy in the market or are they things you get up 
and have printed? 

Mr. Pererson. I think both. 

Mr. Arrken. On page 50 you have some examples of the things we 
are talking about. . 

We are talking about color training slide films, for example, which 
cost about $4,000 to produce. One thousand copies of those whould 
cost $3 each after you once have produced the initial print. 
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These would be distributed to the target area cities. 

We propose to produce black and white skills training slide films 
which would cost about $1,500 to produce, and additional copies 
$1.25 each. 

Mr. WiccG.ieswortn. Is this $505,000 included in the $2,808,000 
for civil-defense education services? 

Mr. ArrKen. Yes, sir. 

If you will look above the $2,808,000 on page 46, the second line 
above there you will find the figure, $505,000. 

Mr. Pererson. We make a distinction between education and the 
training activities themselves. 

Mr. Taste We will insert page 50 of the justifications at this 

oint. 
Derense Epucation SErvicEs 


BASIS OF ESTIMATE—TRAINING, $505,000 


An increase of $385,898 over fiscal year 1954 reflects an intensified emphasis 
on the development and production of training materials for use at the State and 
local levels. 

The problem of orderly dispersal, reception and care of evacuees requires new 
techniques of training civil-defense workers, and the ability to accomplish this 
training without loss of time due to lack of training materials. 


(b) Technical training slide films and recordings...___._._.......... 155, 000 
(d) Training visual aids and graphies--__...-._._...--....---.-.-.- 62, 000 
(e) State and university training projects__.....____._...-_-_..---- 25, 000 
4 Rescue street operations and maintenance costs.___..___...-_-- 15, 000 
g) Miscellaneous contractual services, shipping charges, supplies and 
Total training materials program _________._..._-_-_------ 505, 000 


Mr. Taser. The education business is entirely the preparation of 

things, and they are to be gotten up by whom? 
r. AirKeN. By our staff. 

Mr. Taser. The 113? 

Mr. ArrKEN. Yes, sir. 

Mr. Pererson. Plus adaptations we make from other sources, 
Army, scientific people, and so on. 

Mr. AITKEN. These examples and comments might help explain 
the table on page 48. 


PUBLIC MEDIA PROGRAM 


The group under small (a), for example, ‘Estimated cost, $125,000.’’ 
There are 377 TV stations in the country. These kinescopes cost 
about 20 to 25 dollars each. These are things which would be made 
available and disseminated to the stations for broadcast. purposes. 

The next line on radio recordings, there are some 3,000 AM radio 
stations in the Nation. Each transcription used for that purpose 
costs about $1 each. F 

The third line is on motion picture prints. It is contemplated with 
this money to develop some prints. Development costs about $10,000 
each. Then each reproduction after that in black and white costs $25. 

This amount of money will be used to show these prints and films 
throughout the country in motion-picture theaters. 


Mr. Taser. These are things which you never have done at all 
before? 
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Mr. Arrken. We have done some of these things. 

The item d, the matter of exhibits for conventions, and major 
conferences in the Nation, that has been done on a limited scale; yes, 
sir. 

Mr. Peterson. We have never done it on a scale proposed here in 
this budget in any of these fields, either education, training, or develop- 
ment of staff information. 


ADVERTISING COUNCIL SERVICES 


Mr. Taser. Advertising Council services? 

Mr. ArTKEN. That is not intended for salaries. Advertising Coun- 
cil furnishes that. This is intended to pay them for out-of-pocket 
expenses. 

Mr. Taser. What do they do? 

Mr. Pererson. Make available to us spot announcements on all 
radio and television stations in America, and a tremendous amount of 
space in newspapers and in magazines in America at no expense what- 
soever to the Government. They give away about $100 million 
worth of time and space every year. There is nothing like it, so far 
as I know, anywhere else in the world. That is done by all of the 
newspaper and magazine people, radio and television people in this 
country. They donate about $100 million worth of time and space. 

Mr. Taser. You mean they donate it to you and 

Mr. Peterson. They donate it to us and all elements of the Gov- 
ernment. Offices are maintained in the White House. Their ac tiv- 
ities are generally controlled through the White House. It is a pa- 
triotic service rendered by advertising and communications media of 
America. It is a tremendous thing and one for which all of America 
is indebted to those people. 

Mr. Gary. Do they provide time and space for the American Red 
Cross, and the sale of Government bonds? 

Mr. Prererson. Yes, and blood banks, and so on. 

Mr. Gary. All the various Government requests of that kind? 

Mr. Peterson. Yes, sir. I think it is an institution to be highly 
commended for the work it has done. 

In this case we pay $25,000. That covers certain out-of-pocket 
expenses they meet in helping us. I assume they do this with the 
other elements of the Government. 

But we pay nothing for the space used. 

Mr. Taser. Newspapers and magazine services, mats, and so forth. 

Mr. Arrxen. That covers a series of mats for articles that are to be 
used in 500 weekly newspapers and 500 daily newspapers. 

The individual mats cost from 5 cents to 15 cents each. 

Mr. Taser. You have not had anything like this before? 

Mr. Arrken. Only on a very limited scale. 

Mr. Taser. The same thing about ribbons, and so forth? 

Mr. Pererson. That is an attempt to reward people who partici- 
pate in civil defense on the same basis the military does or that many 
of our great churches or Boy Scouts or Camp Fire organizations or 
other organizations do. It is an attempt to stimulate service by recog- 
nizing service and awarding some little gadget to them. 

Mr. Taser. Miscellaneous, including wire services, still photos, 
supplies, equipment, shipping charges, and so forth, $34,000. What 
is that for? 
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Mr. Arrken. I haven’t the detail on that. Shipping charges are 
intended to cover the bulk shipping charges and distinguished from 
individual requests. 


PRINTED MATTER PROGRAM 


Mr. Taser. You have a block of things on that next pase, page 49. 
You do not know exactly what is involved there, do you? 

Mr. Arrken. Here are some examples on that. 

The first item, (a), a nee, alert card. If we were to tell the public 
what the new warning signals mean we would need at least 20 million 
cards to do that. Those cards would cost about three-quarters of a 
cent each. 

There are other items, dispersal, and whatnot, to cover by booklets, 
which would cost two and a half cents each. 

Survival of Atomic Attack, we can produce at 4 cents each in 
quantities. This is an effort to inform the individual American 
citizens — 

Mr. Taner. Are these postcards, or what? 

Mr. Arrxen. The alert card is something like a postcard; yes, sir. 

Mr. Taser. Do you want to finish up that item? 

Mr. Arrken. The car cards shown in item (f) would cost 10 to 12 
cents each. They are poster type cards used in all modes of trans- 
portation such as buses, subways, street cars, ete. 

The posters would cost 10 to 15 cents each, to give messages about 
certain things. 

Mr. Tazer. All of these things, including gas, biological warfare, 
rumor, and so forth, I don’t know how you would handl e all of those 
things but we would like an explanation of what “rumor” means there. 

Mr. Arrken. Generally it is intended we would tell the American 

ublic what danger they may expect in this area, what they can do to 
ecome prepared so they will not be caught unawares. What will 
they do to take care of their famihes? 

A gas mask has been developed by the Chemical Corps that is just 
about complete now. It is complete insofar as testing is concerned. 
It is expected to be made available to the American public at a cost 
of about $2. It could protect the American people in the event of 
gas attack. 

Mr. Prererson. As a matter of fact, Mr. Chairman, as a Nation we 
were quite negligent in preparing for the threat of possible use of gas 
in a war. It would take a pretty bold man to suggest that the 
Communists of Russia might not use gas if it served their purposes. 

In biological warfare we believe there will be the introduction of 
plant and animal diseases, as well as germs to attack human beings. 
We believe with respect to “rumor” that the emeny, who is an acknow]- 
edged master in spreading rumors and in psychological warfare, will 
attempt to confuse the American people by every means that he can. 
We have been working with people who are experts in this psycho- 
logical warfare field, to attempt to develop such countermeasures as 
we can. That is our responsibility in civil defense rather than a mil- 
itary responsibility. 

It is a rather nebulous field, a difficult field, by it is one where we 
must do some work. 


fe 
} 
I 
‘ 


181 


Mr. ArrKEN. We should tell the public where to expect atomic in- 
formation in the event of trouble. 

Mr. Perersen. Off the record. 

(Discussion held off the record. ) 


PROGRESS ON PUBLIC EDUCATION 


Mr. Taper. What have you been doing with the money that you 
have had? 

Mr. Prererson. We have done some of these things. We have 
never done them in the volume we are proposing here. As a matter 
of fact, the amount of money we have spent in public education over 
the length of time this program has been in effect has been very, very 
small. If you compare it to somebody selling something like Coca 
Cola or Planters Peanuts, ours has been even negligible so far as 
protecting the welfare of the people is concerned. 

I think every dime we have spent has been spent reasonably well 
and we are receiving measurable and reasonably satisfactory returns 
for it. 

PUBLICATIONS 


At least I am not conscious of any failures. We have been rather 
fortunate, as a matter of fact, in that I do not believe any of our 
publications has been under attack. That is unusual for a Govern- 
ment Agency. As you will recall many have been under attack 
because of publications they have issued. 

Mr. Arrxen. Here are some examples. We produced 7 technical 
manuals, 12 technical bulletins, and 12 classified as miscellaneous 


and other types of publications this year. 


One of the technical bulletins I remember seeing in the last few 
days was the bulletin prepared in cooperation with leaders in the gas 
industry in the country. 

It tells the gas industry what they can do now to protect their equip- 
ment, what they can expect by the detonation of weapons of different 
sizes over a city complex, what part of their facilities would be de- 
stroyed, what they should be prepared to do, stockpiling for them- 
selves if they are to restore services in that area. 

A similar bulletin was prepared for the power industry, and again 
we invited the leaders of the power industry to cooperate in preparing 
that bulletin. 

Then we take this advice, put it together, issue it, and make it avail- 
able across the country. 

Mr. Taser. Have you got samples of what you propose to get out? 

Mr. Arrken. What we propose to get out? 

Mr. Taper. Yes. 

Mr. ArirkEN. In a broad form because we have not filled in the 
details. They have not yet been developed, but we have a sample. 
Here is one we want to get out—what the H-bomb threat means to 
the American public. There have been some misconceptions created 
by statements in some parts of the press. We want to get out a factual 
statement as to what this can mean to the American public. 

Mr. Taser. Is that presently prepared? 

Mr. Arrxen. No, sir; that is not completely prepared. I could 
furnish an outline about what it will be but it is not complete because 
this is part of what we propose to do next year. 
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Mr. Taser. Would you be able to bring up and leave with us a 
sample of that? 

Mr. Prererson. Yes. I wonder if you have any interest in getting 
a few copies of the pamphlets we have already issued, just samples of 
what we are doing? 

Mr. Taner. You might send us a few of those. 

Mr. Pererson. What we have already done is probably more indic- 
ative of the type of work we are doing than anything we could submit 
in the way of a sketch or markup, but we will do both. 

Mr. Taser. I don’t care about its being put in the record but it 
could be left with the clerk. Perhaps you can bring it in tomorrow 
morning. 

Mr. Arrken. We will have it here tomorrow morning, sir. 

Mr. Taper. Any questions on this? 


INCREASES REQUESTED FOR EDUCATIONAL SERVICE 


Mr. Wiaceieswortn. I understand the increase in this educational 
activity occurs in the items listed on pages 48, 49, 50 and 51, which the 
chairman has been discussing? 

Mr. Prererson. Yes, sir. 

Mr. WiaeLeswortu. Aggregating about $1,900,000? 

Mr. Prererson. That is right. 

Mr. WiacG.ieswortu. For those purposes in the current fiscal year 
you had available about $145,000. Is that correct? 

Mr. Pererson. I would think we would have had more money 
than that, sir. Let me check it. I think we should add the three 


ee at the bottom of the table to get a roughly comparable figure. 


That is $348,652. 
Mr. Wiactesworrn. That is $169,550 plus—— 
Mr. Pererson. It is $169,550 plus $119,102, plus $60,000. The 
total is $348,652. 
Mr. Wiaaiesworts. Off the record. 


(Discussion held off the record.) 


DISTRIBUTION OF PUBLICATIONS 


Mr. Pererson. We are deliberately attempting to step up our 
activity in this field, with the feeling that one of the most important 
things we can do for the American people is to disseminate informa- 
tion. Here at the Nation’s Capital we can get from the Atomic 
Energy Commission and from the Department of Defense, and from 
some scientific agencies, information that the State governments 
simply cannot get at the State capitals. I feel one of the broad areas 
where we can do the most good at the Federal level is in this field of 
public education and information. 

We should be criticized for the small amount we have spent in the 
last year rather than for the larger amount we are proposing to spend 
in the succeeding year which would be a more reasonable effort on the 
part of our Government. 

Mr. Taser. How will you distribute it? 

Mr. Peterson. Through the State and city governments, in other 
words, through the State and city civil-defense organizations. That 
is one way. 
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Mr. Taser. You mean from house to house in the cities? 
Mr. Prerrerson. That could be done. I don’t know exactly the 
various ways that they would use. We disseminate this through 
national organizations such as the Women’s Clubs, American Legion, 
and all groups of that type, but also States and cities. 

Mr. Taoen. Probably about 1 in 20 of the handbills passed around 
from door to door get inside. 

Mr. Perrrson. I don’t think the distribution ever is made on a 
door-to-door basis, Mr. Taber. I think it is done through meetings 
and through the organized forces and through schools and women’s 
clubs and groups such as that who have indicated definite interest in 
the field, otherwise it would be wasteful. If we were to broadcast it 
much of our material would be wasted. 

Mr. Arrken. Most of our publications are developed for seeding 
purposes. We put a reasonable number in every State depending on 
the population. Then they need to supply these to the people at 
large, and the State or city has to reproduce them. 

Mr. Pererson. Several States have taken our manuals, put their 
own titles on them and reproduced them at their own expense, 
thousands and millions of copies. 

Some prefer to take ours, edit it, and come up with one of their 
own. e don’t care what they do so long as the information gets 
out to the American people. 

Mr. Arrxen. If these things were placed one in every home it 
would take about 46 million copies of each item, because there are 
approximately that many homes in America today. 

r. Taser. About how many of each one are you making? 

Mr. Arrken. It would depend on the item you are talking about. 
The alert card, for example, because of its relative simplicity and 
importance, we would like to produce about 20 million copies. 

Mr. Peterson. There is no need to place one in every home in 
America. People who are fortunate enough to live in rural America, 
while they have a tremendous job to play to help the city cousins, do 
at have the same kind of preparation that people in the great cities 

ave. 

Fe That is not true when it comes to introduction of plant and animal 
isease. 

Mr. Wiae.teswortu. I have nothing further at the moment. 

Mr. Taper. Mr. Fenton? 

Mr. Fenton. Nothing. 
Mr. Taser. Mr. Ford? 


COOPERATION OF BELL TELEPHONE CO. 


Mr. Forp. About a year ago I saw a motion picture film developed 
by the Bell Telephone Co. which was shown rather widely in my part 
of the country, in Michigan. Is that a general distribution film by 
Bell Telephone Co.? 

Mr. Pererson. I don’t know just exactly the one, sir, but the Bell 
Telephone Co. has been very cooperative with us and they have had 
some displays and some pictures which they have shown to the best 
of my knowledge all over the United States. ' 

Mr. Forp. This was a rather technical film which they used with 
their own people to show them what they would do, and so forth, 


under attack. It was also helpful to show the public what would be 
done in their behalf in case of an emergency. 

Mr. Pererson. I think that goes all over the United States, sir. 

Mr. Forp. You have nothing to do with that except assist in the 
preparation? 

Mr. Pererson. That would be all, yes. We didn’t help finance 
it or anything of that kind. We worked very closely with the Bell 
fee serra Co. and they in turn have been helpful and cooperative 
with us. 

(Discussion off the record.) 


TRAINING 


Mr. Taper. These training items are new, are they not? 

Mr. Prrerson. None of these are entirely new. 

Mr. Taser. Some of them? 

Mr. Prererson. We are asking for much more money than we ever 
asked for before. 

Mr. Taser. Four or five times as much? 

Mr. Pererson. That is right. 

Mr. Taser. These training cards, bulletins, and all this, in what 
respect is it going to be different from what we have had before, and 
in what respect is it going to reach more people? 

Mr. Prrerson. First, let me answer this way: We want to do a lot 
more than we have ever done before. We have done some training 
work all the time. Perhaps it would pay to make a difference here 
between training and education. We have been going over the 
education phase of the program. At Olney, Md., we have what we 


call Rescue Street. There we teach techniques in how to remove 
people from debris. That is a matter that takes special equipment and 
special training; otherwise, you kill more people than you save. We 
train people to do that job. As a result of that, we develop training 
guides and bulletins. That is true of all the various fields in which we 
operate—communications, rescue, pry, omy and police work. 


Mr. Taser. You have had some of these before. 

Mr. Pererson. Some, but never on the scale we are asking for here. 
We are trying to expand the program. There is a tremendous ex- 
pansion in the program, but one we think is somewhere in keeping 
= the size of the problem. We can never get too much in this 

eld. 

Mr. Gary. What is the difference between this program and the 
first aid program of the Red Cross? 

Mr. Pererson. We do everything we can to get everyone to enroll 
in the Red Cross program. This rescue program is something the 
Red Cross has never been in at all. Let us say, for example, that this 
building collapsed right now as a result of an atomic attack, and pre- 
sumably there are some people alive in it. This is a process of teach- 
ing people the technique of how to go in and rescue people from 
debris. We learned techniques from the English and the Germans 
who had to learn them as the result of the last war. We have copied 
those techniques. We have developed those techniques. We have 
taught several hundred people at Olney. They in turn go back to 
their cities and set up the same type of installations. There are 80 
ae already built or in the process of construction in the United 

tates. 
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fon that is only one feature of the technique. There are many 
others. 

Mr. Gary. Why could not that be a part of the Red Cross aid 
program? 

Mr. Pererson. It could not be called a part of the first-aid pro- 
gram because it involves techniques for the removal of debris and 
parts of buildings. It takes a combination of engineering skills 
that people do not get in first-aid training. It requires a knowledge 
of fire fighting, of handling gases of various types. I do not mean 

es introduced by the enemy, but gases created by materials burn- 
ing. It is a much bigger, broader and more difficult field than the 
things that are taught in the Red Cross first-aid course. It is my 
personal policy in civil defense to use everything that the Red Cross 
can do and then build on, above and around those techniques and 
skills. We are not duplicating here. This is a totally different 
field. I trust I am making it reasonably clear what the distinction is. 


STAFF INFORMATION 


Mr. Taser. We will insert page 51 in the record at this point. 


Civit DereNsE EDUCATION SERVICES 


BASIS OF ESTIMATE—CIVIL DEFENSE STAFF INFORMATION, $290,000 


The increase of $230,000 over fiscal year 1954 is attributed to a greater empha- 
sis on the development and broader issuance of technical information publica- 
tions, without which the States and cities cannot take advantage of the latest 
scientific information and the consequent national civil defense policies as an 
integral part of continental defense. 


(a) Technical information, administrative guides, bulletins and hand- 


(b) Leadership 70, 000 


Total staff information program 290, 000 


ACTIVITIES TO AROUSE INTEREST OF LOCAL COMMUNITIES 


Mr. Taser. Now, those of us who have not been able to get 
home regularly and to take part in local activities, have been ve 
much impressed by the fact that there is a lack of local interest a 
over the country in the civil defense picture. There have been some 
people in every community who have taken an interest in it, but those 
of us who have been in a position, such as a Member of Congress, 
who can get home only occasionally, have been impressed with just 
what I have said. 

What are you doing to arouse the interest of those people in doing 
something? 

Mr. Pererson. Well, we are trying to do it by every means that 
is possible for us to devise. 

Mr. Taser. In other words, I have not found anything along that 
line in the justifications so far. Maybe it will come later. So far I 
have not found anything. 

Mr. Prererson. Everything recounted on these last few pages is 
an attempt to present the problems and solutions to the American 
people graphically and in the printed word. There is no other way to 
disseminate information that has occurred tome. Every other agency 
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that has something to sell the American people must use these same 
devices. The Ford Motor Co., in order to sell automobiles, spends 
$100 million a year for promotional activities. We are proposing, by 
comparison, a piddling amount of money to employ exactly the 
same techniques used by American industries that nat any success 
whatever in the United States. We have asked for this in the past 
in very modest sums. We are asking for it again in modest sums. 
We are using the very best brains and the very best techniques that 
are available in the United States. We go to these people for advice. 
We f to them for assistance, and we are doing the very best we 
ossibly can. There is nothing introduced in here that is in the 
eld of legerdemain at all. This is simply using the best American 
techniques to sell something, and we are selling in the most difficult 
market in the history of the world. People simply prefer to fish and 
hunt and play bridge and golf, rather than to think about war, or the 
reparation for war, or to think about the horror of the atomic age. 
or that I cannot assume any responsibility, no more than can the 
Congress. 

I personally do not like to think about these things, either, but it is 
our job and we are charged by law and Presidential appointment to 
try to get this story across to the American people. 

The President of the United States has indicated his concern in his 
message to the Congress, and he has indicated it before the United 
Nations, and he has indicated it on many other occasions. 

I told you of the meetings we had with the governors and the 
mayors and other groups. e have worked through the American 
Legion, through the general Federation of Women’s Clubs. We work 
through all these organizations. We take advantage of all the free 
avenues of information that we can utilize, but in addition to that we 
do have to print something; we do have to prepare some motion 
pictures; we do have to prepare some slides. All of these things are 
utilized through the entire American Government by the Department 
of Agriculture, the Department of Defense, and so on, by the trainload, 
and by all the rest of these people 

We are introducing nothing new here, nothing you do not deal with 
in every other single department of Government that comes before 
this committee seeking money. To the best of my knowledge, the 
money we have spent in the past has been spent properly and with 
reasonable effectiveness. I cannot guarantee, and neither can this 
agency, to arouse the American people to the dangers in which they 
live. Neither can I guarantee these problems will be adequate to 
the implications of the atomic age because that is asking more than 
human beings can be expected to accomplish. 

I just want to say again that these are the best techniques that are 
known to man, and we are not using them in any undue or extravagant 
way. We are using them in keeping with the very best practices in 
American business and in the American Government. 

Mr. Taper. Would you have ee the 113 you have set up here 
for personnel the people who will be able to get up these things? 

r. Pererson. I have some of those people. I have some really 
very excellent people working in this agency in various fields. | 
have some mht familiar with techniques in all these different fields. 
On occasion we sometimes have to get someone from outside to help 


us 
sta 
] 
thi 
lin 
Mi 
fin 
wi 
Pe 
Ww 
de 
th 
M 
R 
dc 
W 
Ww 
m 
tc 
fo 
tl 
t 
t 
{ 


187 


us on some particular jobs, but we have, I would say, a competent 
staff. 

Mr. Taser. Do you expect to hire advertising people to prepare 
this material, or people who have had particular experience in the 
lines that relate to the particular subjects? 

Mr. Peterson. I do not expect to hire very many additional people, 
Mr. Taber. As I say, we have a good staff. In addition to that, we 
find on a patriotic basis a good many people will come to us and advise 
with us and help us and do the work for nothing. 

Now, whether people should do that or not, is another question. 
Personally, I am glad that there are so many patriotic Americans. 
We have not asked anyone for help who has not helped in some 
degree. Occasionally, when they have to take people off other jobs, 
they then require we pay them something for the assistance given to us. 

I want to say, Mr. Chairman, I am very happy that a number of 
Members of Congress have visited our staff college at Olney and our 
Rescue Street. 1 was pleased that a few Members of Congress came 
down to see one of the field hospitals that we are proposing to buy. 
We have bought 200 of them and we are proposing to buy more. We 
will discuss that later. I am pleased by the fact that when Congress- 
man Cole showed the Operation Ivy, film 200 Members of Congress 
took the trouble to attend the showing. It is required that this in- 
formation be spread at congressional levels as well as other levels in 
the United States. 


OPERATION CONTROL SERVICES 


Mr. Taper. Are there any further questions relative to civil-defense 
education services? If not, we will take up the next item, which is 
“Operation control services,’”’ appearing on page 52. 

Mr. Pererson. On page 54, if you will direct your attention there, 
there are 4 items of increase and 2 items of decrease suggested. The 
two principal items of increase are warning and communications. 

Mr. Taser. We will insert page 54 in the record at this point. 
(The page referred to is as follows:) 


Basis of estimate 


Estimated 
Offices 


2, 996, 000 


tai detailed consideration of the requirements for fiscal year 1955 by office 
ows: 
EMERGENCY CONTROL OPERATIONS OFFICE 


The fiscal year 1955 estimated obligations are based on the continuation of 
fiscal year 1954 operations. . 


Estimated | Increase 

fiscal year | (+) or de- 

1953 1954 1955 crease (—) 

Emergency control operations.__...__._...._____..----_| $150, 598 $165, 179 $148, 600 —$16, 57% 

Warning and communications... 1,400,271 | 1,258,620 | 1,385, 200 +126, 580 

725, 353 | 1,380,337 | 2,009,000 +628, 663 

70, 981 84, 991 82, 000 —2, 991 

Office of the Assistant Administrator... __________- 19, 000 24,215 26, 200 +1, 985 
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Personnel.—The following table is a comparison of staff costs for fiscal year 
1954 and fiscal year 1955: 


Estimated, fiscal year | Estimated, fiscal year 
1954 1955 


Amount | Positions; Amount 


$60, 740 $61, 700 
66, 310 59, 050 


FICA 609 J 250 


Departmental staff__....... 


127, 659 121, 000 


Mr. Taser. What do you propose to do with these funds? 

Mr. Pererson. That increase, Mr. Chairman, in ‘Warnings and 
communications” is from $1,258,000 to $1,385,000, an increase of 
$126,000. The Air Force, whose responsibility it is to give us warning 
time, requires that we maintain at each of its control centers, com- 
munications and personnel (as we discussed here a year ago). The 
Air Force proposes to increase its air defense control centers from 11 
presently in operation fo 17. To meet that increase to 17, if it is 
carried through in this year, will require an expenditure of $126,000 
on our part for communications. 


WAREHOUSE SPACE 


The next item is increased supply service. The item for 1954 com- 
prises $1,380,000. We are requesting $628,000 more, or a total of 
$2,009,000. 

Now, that is exclusively for warehouse space. That is set forth on 
page 63. In other words, if you grant us the $60 million which we 
asked for for medical supplies, the stockpiling of medical supplies. 
we in turn must have the additional $628,000 to rent the warehouses 
in which to store these supplies. That is the complete explanation 
of the item. 

The warehousing that we propose, the number of square feet, and 
the estimated obligations, are set forth on page 64. 

Mr. Taper. Those are new warehouses? 

Mr. Pererson. New warehouses; yes. 

Mr. Taser. The ones on the previous page are old? 

Mr. Pererson. The ones that we have today. 

Mr. Taser. This item is tied into the question of —— 

Mr. Peterson. Medical stockpiling and our request for $60 mil- 
lion, which will come up later under our stockpiling program. We 

it emergency supplies and equipment. In other words, if you do 
not vote us one cent of the $60 million for medical supplies, we do not 
need the $628,000. If you vote us all of it, we need the $628,000. 

Mr. Taper. You have $724,000 on page 64, where you detail your 
justifications. 

Mr. Fouuts. If you took the program we are talking about, the 
$60 million, and had nothing else, this is what you would actually 
need. There is an offset in there that reduces it to $628,000. 

Mr. Pererson. We have stored some of it, Mr. Chairman, in some 
space that we have, but not very much. 


t 

Increase 

| crease (—) 

Positions 

—359 

Total, emergency control operations... 22 | —6, 650 
01 
02 
03 
04 
08 
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We do not buy medical supplies directly, or any other supplies, 
and we do not personally store them. We use the military facilities 
for the purchase of the things, and the GSA for the storage of them, 
so we do not get into those fields. 


OBLIGATIONS 


Mr. Taser. We will insert in the record at this point the last half 
of page 68. 
(The page referred to is as follows:) 


The following table is an analysis of the operations control services’ obligations 
by object of expenditures for fiscal years 1953, 1954, and 1955: 


Actual, fiscal Estimate, fiscal | Estimate, fiscal | 
year 1953 year 1954 year 1955 Increase 


| 
Posi- | 
tions 


| crease (—) 


Amount Posi- Amount | Amount | 
| 


$765, 295 118 | $796, 000 + $30, 705 
58, 300 58, 000 —300 
Transportation of things | 
Communication services , 805 210, 444 
Rents and utilities... ......__- 0 3, 600 | 
Other contractual services... 1, 915, 842 
Supplies and materials 26, 123 34, 220 |_..-- 
Equipment ‘ 4,000 
FICA 4, 200 


| 


Total operations control ser v- 


ices program 411, 996, | 3, 740, 000 +744, 000 
| | 


Mr. Gary. What area would Virginia be supplied from? There 
are many military installations in Virginia. 

Mr. Arrken. We have a major depot in northern New Jersey. 
Incidentally, we have been able to get that warehouse space from the 
Veterans’ Administration at Summerville at a nominal charge. We 
have secured 240,000 square feet this year and expect to get maybe 
80,000 square feet next year at that site. I do not know at the mo- 
ment one closer to the State of Virginia. 

Mr. Taper. You have a couple in Pennsylvania, Mechanicsburg 
and Newcastle, and also the District of Columbia. 

Mr. Gary. What I was thinking about, Mr. Chairman, was Langley 
Field, Fort Lee, Camp Eustis and other installations. There are a 
great many military installations in Virginia, more probably than in 
any other State. Virginia would probably be one of the main targets 
in the event of an atomic attack, for that reason I am not trying to 
get anything for Virginia; | am just asking for information. 

Mr. Peterson. We have tried to space them as well as we could. 
Our goal is to have these supplies within 4 hours, by motor transporta- 
tion, of any target area in America. That is what we are shooting at. 
That means, I suppose, that they would have to be within 150 to 
200 miles, if we pat get them there in time. 

Mr. Gary. Four hours by air transportation would put you pretty 
close to almost any city. 

Mr. Pererson. We are trying to do it by surface transportation. 

Mr. Arrken. I think if you will look at page 64, it indicates the 
probable location of warehouses we expect to procure in 1955. You 


) 

9 

| 

Posi- 

| tions 


will get an idea of the pattern. There is 1 warehouse we hope to get 
in central Missouri. There is 1 in central Indiana and 1 in central 
Tennessee. As the supplies become available they are actually going 
to be dispersed to the critical target areas. 

Mr. Wiceteswortu. I notice against the Veterans’ Administra- 
tion, Summerville, N. J., that you have the words “Rent free,” but 
there is an estimated obligation for fiscal year 1954 of $162,000 and for 
1955 of $79,000. 

Mr. Fouuts. That says “‘Rent free.”” We do have to pay them rent, 
nor do we pay the Navy, which —* in the next group. You see 
the same notation, “Rent free”. There is no charge for the Navy 
space because that space is filled and there will be no movement. 
It is only the out-of-pocket expense for the Veterans’ Administration, 
the extra pallets they have to buy, the handling of the material in and 
out for us, that we pay them for. 

Mr. Prererson. The rent is free, but the handling is paid for. We 
pay a certain proportionate share at Summerville for heat, light, and 
water, and the normal charges for maintenance of the building. 


HIGH POINT AND LOW POINT 


Mr. Taper. On page 75 I see a project entitled ,“High Point and 
Low Point.”” What does that mean? 

Mr. Prererson. High Point, Mr. Chairman, is an _ installation 
where we have our communications center and our control room. It 
is a point from which we would operate in the event of an atomic 
attack on the United States. 

We maintain communications there and guard the place; and its 
estimated maintenance cost, next year is $22,340. 

Mr. Taser. What about Low Point? 

Mr. Peterson. Low Point is another installation we have. We 
have an alternate communications system set up there so that if 
High Point is knocked out we can work through Low Point. It is 
also the location of our staff school and our rescue training center. 
Low Point is located at Olney. 


TECHNICAL ApvIsoRY SERVICES 


Mr. Taper. If there are no further questions on that particular 
item, we will go to Technical Advisory Services. 

Mr. Peterson. We are asking for approximately the same amount 
of money as we had last year. Last year we had $800,000, and this 
year we are asking for $812,000. 

_ Taser. You have a table indicating your personnel as being 
97 

Mr. Peterson. Yes, sir; we had 98, and we are planning to cut 
one, to 97. 

Mr. Taser. What are your obligations on that $800,000 figure 
through the end of April? 

Mr. Pererson. I will have to ask Mr. Foulis to supply that. 

Mr. Fovuuis. The obligations as of April 30, 1954, Mr. Chairman, 
were $698,299. 

Mr. Taser. You are asking for an increase in your item of travel 
in the amount of $145. 
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Mr. Prrerson. Yes, sir. 
Mr. Taser. For contractual services you have an increase of 
$24,000. 

Mr. Prererson. Yes, sir. 


NUMBER AND TYPE OF PERSONNEL 


on Taser. What type of people do you have in this particular 
setup 

Mr. Pererson. In this we have our doctors. For instance, our 
medical section is in this setup. We have our engineers here. We 
have the people who study biological problems, radiological problems. 
We have our police, and fire personnel, as well as our welfare personnel, 
in this section also. 

Mr. Taser. It is in this item where you have that engineer who 
was up here last year? 

Mr. Pererson, Yes, sir. That gentleman is departing from the 
Federal Civil Defense Administration. 

Mr. Taper. He is what? 

Mr. Pererson. Departing from Civil Defense. 

Mr. Taper. Since when? 

Mr. Arrxen. At the end of his present appointment, which is in 
September. 

— a I wonder how may men you have who are just as good 
as he is 

Mr. Pererson. Mr. Chairman, he goes back to one of the largest 
industries in America, and they are very glad to have him. 

I wonder if that personal part of this could be stricken from the 
record? The manis leaving, and I see no reason for making it a matter 
of permanent record here if the chairman agrees. 

Mr. Taser. It made me wonder how many men you had that were 
just about that same type. That is the thing that bothered me about 
it. 

Mr. Airken. Do you want me to try to answer that? 

Mr. Pererson. Can we get this thing off the record? I do not like 
to discuss a personal probelm on the record. 

‘s Mr. Taser. I want to find out how many men you have just like 

m. 

Mr. Prererson. Well, I do not have any of the type you imply. I 
want to say this, if this is going to be on the record: 1 want to say 
that this man is a graduate of the West Point Military Academy. 
He served his country with great distinction in World War II, and he 
lost an arm during the war. I further want to say that he is highly 
respected, and well known and well thought of by the American ‘i ele- 
phone & Telegraph Co., and they welcome his services back—I would 
suggest again this be stricken from the record, because I do not see 
how it serves any useful purpose. 

Mr. Taser. Well, he certainly made a great record here last year; 
there is no question about it. 

Mr. Peterson. Mr. Chairman, I simply will have to agree that 
the performance before this committee was very confusing, but I just 
do not want to have this become a matter of public record, without 
stating all of these favorable things about the individual. 1 am cer- 
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tain the chairman wants to be just as fair, as I do, because I know that 
is his reputation. 

Mr. Taser. I do not like to have things thrown at us that do not 
hold up. 

Mr. Pererson. That is right. 

Mr. Arrxen. Mr. Chairman, during the past year we have had an 
opportunity to work very closely with members of staff, and become 
po coe ec with them. We have asked the Civil Service Commission 
to help us evaluate the job classifications and the job requirements for 
the different positions. 

Like all organizations, we have many people who are very, very 
capable, and are well qualified to do their jobs. However, like all 
organizations, we have some = who could do a better job. Our 
staff, by and large, is very capable. 

Mr. Pererson. I might say at this point, Mr. Chairman, while it 
is in my mind, that in the past year we have cut our staffing pattern 
by over 10 percent, and have cut the number of people in our agency 
by 10 percent. I do not know how that compares with the accom- 
plishments in the rest of the Government, but we have made a very 
determined effort, and what would appear to me to be a successful 
attempt to reduce the number of people who are working in our agency. 
I should say further that we will continue to eliminate positions, one 
by one, wherever we find that is possible. That is the way I have 
always operated, either privately or in Government. 

Mr. Wiaciesworts. What is the total personnel that you have 
on board now? 

Mr. Prererson. May we supply that for the record? 

Mr. Arrxen. It is around 690. 

Mr. Wiaetesworts. Six hundred and ninety after the 10 percent 
cut? 

Mr. ArrKen. Yes, sir; but that is an approximate figure. 

Mr. Pererson. I think we have all of this in tabular form. 

Mr. Arrxen. It varies from day to day, and week to week, but we 
can get the figure as of a certain date. On March 31, we had 690 

eople. 
‘ r. Taser. On March 31, 1954, you had 690 people? 

Mr. ArrKxen. Yes, sir. However, our staffing pattern calls for 725 
people. We have some vacancies. 

Mr. WiaeLeswortuH. Does that apply to 1955, or is it authorized 
now? 

Mr. Arrken. That is authorized now as to the 725 projected, but 
we will not fill a single one of those places unless it is absolutely 
necessary. 

Mr. Pererson. In other words, I find that the way to keep the 
pe scss on is simply not to refill any position unless it is absolutely 
required. 

would like to submit this table for the record, if I may, Mr. 
Chairman. 
(The matter referred to is as follows:) 
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Full-time employees (excludes part-time and intermittent employees) 


Personnel reports 


| Remarks 
Head- 
quarters 


512 Governor Peterson sworn in Mar. 4, 1953. 
563 Peak since r. i. f. in August 1952. 

528 250 Reorganization effective May 22, 1953. 
481 

468 

—95 


, 1954 
Net change since April peak - 


1 Includes 8 consultants. 


Mr. Taser. The number which has been referred to here, is that 
the total number you have overall, or just the number that is in the 
general administration, and do you have others? 

Mr. Pererson. No, sir. 

Mr. Taser. Is that the overall figure? 

Mr. Pererson. That is everything. That includes those in the 
field, and those in Washington in every capacity. 

Mr. WiaGieswortu. Are they all civilian? 

Mr. Pererson. Yes, sir. 

Mr. WieGieswortu. Is there any military personnel in addition 
to these? 

Mr. Pererson. No, sir; we have no military personnel in our 
organization, except Reserve officers, and the retired military. The 
Secretary of Defense maintains a liaison with us composed of two 
officers. They are not shown here because they are not on our payroll. 
We have no military people as such with us. 


GENERAL ADMINISTRATION AND REPRESENTATION 


Mr. Taser. The ‘General administration” and ‘Field representa- 
tion’ seem to show a little less money than last year. 

Mr. No; the figure for “Field representation” is 
up. 
a Peterson. The ‘Field administration” is a little more. 

Mr. Taser. This represents the group which you have out in the 
field, rather than the group here in Washington? 

Mr. Pererson. That is right. 

Mr. Taser. How many do you have in Washington? 

Mr. Pererson. We had 468 on March 31, 1954. 

Mr. Fovutis. Page 81 of the justifications covers the field repre- 
sentation. 

Mr. Taser. That does not show the number of personnel there. 

Mr. Foutis. That just covers the people in the field, sir. 

Mr. Prererson. This shows we had 468 in Washington on March 
31, and 222 in the field. 

Mr. AITKEN. Perhaps, Mr. Chairman, I can explain that difference: 

This 222 includes people at high point, and low point, and people 
in the air defense control centers. 

Mr. Taser. And also in the warehouses, and so forth? 

Mr. ArrxeNn. No, sir; we do not have people on our payroll in the 
warehouses. 
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FIELD OFFICES 


Pa figure of 169 here for 1955 reflects the people in our regional 
offices. 

Mr. Peterson. There are seven regional offices. 

Mr. Taser. You seem to have an increase of $164,000 in your 
personnel. 

Mr. Peterson. That is right. 

Mr. TaBER. you need those? 

Mr. Peterson. Well, we need to strengthen the field offices. We 
are putting more responsibility on them all the time, and it is our 
feeling that we need to give them that much more personnel in order 
to do their job. 

Mr. WiccG.Lesworts. How many field offices do you have? 

Mr. Peterson. We have 7, sir. We have 1 in Boston, Mass.; 
1 at Westchester near Philadelphia, Pa.; 1 in Joliet, Ill.; 1 in Thomas- 
ville, Ga.; 1 in San Francisco, Calif.; 1 in Denver, Colo.; and 1 in 
Denton, Tex. 

When I became Administrator we had 9 regional offices, and we 
have eliminated 7 of them. We are trying to shove as much respon- 
sibility out of Washington and into the field as we can, and we are 
going to continue to try to do that. It makes sense for several 
reasons, which I do not believe it is necessary to go into at this time. 

Mr. Taper. You have $164,000 listed for 5 new positions. Does 
that mean you are going to pay them $35,000 each? 

Mr. Prrrrson. if it means that, I think I would go out there, 
myself, sir. 

r. TaBEeR. You just made me curious; that is all. 

Mr. Prererson. It makes me curious, too, Mr. Chairman. 

Mr. Taser. That is what I wanted to find out. 

Mr. Foutis. May I answer that, please? 

Mr. Prrerson. Yes, please. 

Mr. Fouts. That is a program buildup. We did not have the 
$164,000 in the field in 1954. These people were only on there 

artially, and a great many of them were put on during the year. 
here was a great deal of shifting around in the regional offices in the 
previous year. When the Governor elected to close two offices, we 
took a look at all the people out there. This is a progressive buildup. 

The actual $164,000 is the net difference between salaries paid in 
1954, or estimated 1954 to be paid, as against those same jobs in 
fiscal 1955, plus 5 extra jobs. 

Mr. Taser. Do you mean that all of them will be paid out of the 
$164,000? 

Mr. Fovuuts. Yes, sir; out of the $164,000. 

This is just a guess, but I think I can give it to you pretty 
accurately. 

I doubt if there is more than about $35,000 for those 5 new jobs. 

Mr. Taser. You have $169,000 down there and you had $164,000 
for last year. 

Mr. Fovutts. That is correct. 

Mr. Taser. You also had $166,000 the year before, indicating that 
you must have had about as many on hand before, as now, and through 
the year 1954. 
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Mr. Fouts. It would look that way, Mr. Chairman, and I agree, 
but that is not quite the fact. 

As I pointed out, when we made these shuffles and closed up the 
two offices, there were a lot of changes made. 

We dropped certain ——_ from the rolls, and in an effort to 
strengthen those regional offices we have tried to get the best people 
possible in there. e picked the best of them, and there were quite 
a few vacancies created that were not filled immediately. 

As those vacancies continue on, they automatically pile up lapses. 


GENERAL ADMINISTRATION 


Mr. Taser. You have in the field of general administration a total 
of 177 people. Are they all in Washington? How many of those 
are on the rolls gore: 

Mr. Fouuis. Currently on the rolls in that group? 

I do not have that breakdown, sir, but we can furnish it. 

(The matter referred to is as follows:) 


General administration—Employment as of Apr. 30, 1954 


Field (high point and low point) 


OBLIGATIONS 


Mr. Taser. How much were your obligations through April 30, 
1954? 

Mr. Fouuts. I can get that for you in just a minute. 

In general administration, sir, our obligations through April 30 
were $1,135,830. 

Mr. Taser. What about the obligations on this other field repre- 
sentation? 

Mr. Fou its. The figure there is $980,866. 

Mr. Wieeieswortu. Is that as of April 30? 

Mr. Fouts. April 30; yes, sir. 

Mr. Taser. I think that is all I have for the moment. 

Mr. Cannon? 

Mr. Cannon. Off the record. 

(Discussion off the record.) 

Mr. Taser. Mr. Wigglesworth? 

Mr. Wiae.teswortn. I have no questions, Mr. Chairman. 

Mr. Taper. Mr. Fenton? 

Mr. Fenton. I was wondering, after looking at page 8 of the justi- 
fications, what this allocation to the Bureau of Mines meant. 

Mr. Pererson. May I answer that off the record, please? 

Mr. Fenton. Yes, sir. 

Mr. Pererson. (Discussion off the record.) 

Mr. Taser. Mr. Davis? 


NUMBER AND GRADES OF PERSONNEL 


Mr. Davis. That includes yu personnel; does it not, Governor? 


Had you covered that when I stepped out of the room? 
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Mr. Peterson. Yes, sir. 

Mr. Davis. I would like to refer back to your testimony of last 
year, if I might, Governor, and ask you what the results have been 
of the study that you told us you proposed to make with respect to 
_ grading of the overall average grade of the personnel which you 

ave. 

Mr. Pererson. I do not believe you were here when I went into 
that, briefly. I submitted for the record a personnel report which 
shows that we have cut personnel in this Agency since we were here 
a year ago. 

On May 31, 1953, we had 778 people aboard and on March 31 of 
this year we had 690. We have cut our staffing pattern by more than 
10 percent, and we have cut the actual number of employees by more 
than 10 percent. We have also made some cut in grades, but it is 
very slight, and is reflected, I believe, on page 6. The average grade 
has gone down from 9.7 to 9.6. We are trying to do that day by day. 
I am certain you recognize, it is a difficult thing to cut people’s grades 
when they are in the positions. We have made an attempt in that 
direction, and will continue that attempt. 

Mr. Davis. That answers the question. I think that last year we 
were somewhat concerned because the average grade seemed to be 
pretty well on the uptrend, but you did assure us at that time that 
you were making a study of it, and evidently that study has borne 
some fruit. 

Mr. Peterson. Yes, sir. 

Mr. Taser. If there are no further questions, that will complete 
the presentation for this afternoon, and we will meet again tomorrow 
afternoon at 1:30 p. m. 


Tuespay, May 11, 1954. 
FEDERAL CONTRIBUTIONS 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 

14, 318, 730 10, 500, 000 14, 750, 000 
Obligations by activities 

Description 1953 actual | 1954 estimate | 1955 estimate 

$988, $3, 300, 000 $1, 300, 000 

2, 595, 923 1, 800, 000 2, 000, 000 

7, 513, 907 600, 000 850, 000 

4. Medical supplies and equipment._....................----. 2, 341, 643 3, 900, 000 3, 600, 000 

808, 297 700, 000 1, 500, 000 

Mass care equipment. 70, 035 200, 000 500, 000 

7. Engineering supplies and 5, 000, 000 


11 


= 

y 
0 
I 
( 


197 
Obligations by objects 


$14, 318, 730 
10.5 


Analysis of expenditures 


1953 actual 1955 estimate 


Unliquidated obligations, start of year $21, 788, 077 . 154, $15, 154, 248 
Obligations incurred during the year 14, 318, 730 


36, 106, 807 
Ded 


uct: 
Adjustment in obligations of prior years 1, 060, 832 
Unliquidated obligations, end of year 22, 154, 248 15, 154, 248 


Total expenditures 12, 891, 727 17, 500, 000 


Expenditures are distributed as follows: 
Out of current authorizations 637, 716 500, 000 
Out of prior authorizations 12, 254, O11 17, 000, 000 


Mr. Taser. Governor, we have an item here for a budget estimate 
of $14,750,000 for Federal contributions. 

Mr. Prererson. Yes, sir. 

Mr. Taser. We have a supplementary budget estimate asking us 
to reappropriate not exceeding $1,300,000 of the current year’s 
appropriation. That is evidently about the whole of the outstanding 
balance at this time. 

Now, please tell us why you need this money, what you need it for 
and why you need an increase over the figure provided for the current 
year. 

Arrack WARNING 


Mr. Pererson. I will begin with the item asking for reappropria- 
tion of the $1,300,000. We were not able this year to complete the 
warning system although it is reasonably well along toward completion 
throughout the entire United States. If we are to protect our people, 
the most important single thing we must have is warning—notice to 
the public of an impending attack and directions to the public as to 
what todo. We hope within the next year we can virtually complete 
the attack warning system. We have commitments of more than 
the $10,500,000 which was appropriated for this year, but not all in 
this field, which we consider the most important of all. That is the 
reason for that request. 

Mr. Taser. What do you do in attacks-warning? 

Mr. Pzerserson. That is primarily the establishment of siren sys- 
tems in the cities to give public warning, or public alerts. We are 
hopeful that sometime in the future—we have no idea when—we 
might be able to give some type of alert through a device each family 
could have in its own home. Such devices are now under experiment. 
One is a little thing that one could put in his bedroom and a lowering 
of the cycle in the electric circuit would cause an alarm to sound. 
They might even be sounded in the event of an approaching tornado, 
as well as in the case of other types of disaster, including an atomic 
raid. Such a device, probably is quite a way off. Until we get that, 


11 and contributions: 
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29, 904, 248 
___11, 000, 000 
10, 000, 000 
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our major reliance must be on public sirens with special warning sig- 
nals to indicate warning yellow, warning red, and all clear. 

Most of our cities have such systems installed at the present time. 
We test them from time to time. There is a test exercise to be run 
in New York this year. I have been in New York when we have run 
tests in the past. 

Mr. WicG.eswortn. How does this tie in with the warning that 
we talked a little about yesterday under the operations control serv- 
ices? You asked for $1,385,200 for warning and communication 
under operations control services. 

Mr. Fourts. Those are people concerned with working on these 
devices, giving the guidance, and so on. This is the program of the 
sirens themselves. 

Mr. Pererson. This is the purchase of the sirens, and the program 
we were talking about yesterday was primarily people. These are the 
devices themselves. These devices are either electrically driven or gas 
driven. I was in Detroit, Mich., one day when they were tested—I do 
not remember the exact number—something like 10 or 11—that would 
warn the entire population of Detroit. They were built by the 
Chrysler Motor Co. and were mounted on trucks. These were gas- 
driven sirens, which are probably better than the electric ones because 
they could be a circumstance where the electric power would fail. 
These are the devices themselves, sir. 
ere Taser. How many do you have and how much do you pay for 

em 

Mr. Prrsrson. I think there are different prices because there are 
different kinds. Different cities have installed different types— 
electric-driven or gas-driven. Do you have any figures as to the cost 
per unit? 

Mr. Fouts. No; I do not. 

Mr. Pererson. I can supply that information. 

Mr. Taser. Do you have overall figures as to what you paid? 

Mr. Fouuts. I can tell you what we have matched so far. We have 
spent approximately $6,900,000 towards the attack-warning system, 
but how many sirens that has provided I can not say. 

Mr. Taser. Perhaps you will have to put that in the record. 

Mr. Peterson. May I add this: The Federal Government has 
expended $6,900,000. The State and city governments have spent 
$9,400,000. The States and the cities have spent more than the 
Federal Government in this field. Eventually we would like to have 
this type of equipment in the 193 target areas. That is the goal for 
which we are shooting. 

Mr. Tazser. You must spend a lot of — for them. If the 
States have paid out $9,400,000 and the Federal Government 
$6,900,000. 

Mr. Peterson. That is right. 


COST OF SIRENS 


Mr. Taser. These sirens must cost a considerable amount. 

Mr. Pererson. Yes, sir; quite a bit of money. 

Mr. Taser. Several thousand dollars apiece 

Mr. Peterson. Here is one called the Thunderbolt which costs 
$2,500. Here is another gasoline engine driven siren costing about 
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$2,500. Here is an electric motor driven one costing approximatel 
the same. Here is one that is a gasoline engine driven siren hie 
costs $5,500. Here is another, a compressed air model, which costs 
as little as $150. We have some that run from $150 up to $5,000 or 
$5,500. 

Mr. Taper. As I understood you to say, there are 193 target cities. 

Mr. Pererson. Yes, but you must have many sirens in each city. 

Mr. Taser. That would be 32 in each town. 

Mr. Peterson. You would need more than that in New York City 
and some of the larger cities. 

Mr. Taser. Perhaps. 

Mr. Pererson. This becomes a sound engineering problem. We 
send sound experts in to work out the problems involved. These 
sirens must be located to overcome traffic and industrial noises and 
still permit every person in the city to hear the sirens; otherwise we 
are offering no public protection. 

Mr. Taper. You have had a lot of money appropriated before. 

Mr. Pererson. That is right. 

Mr. Tazer. This project has been going on for several years. 

Mr. Pererson. Yes. 

Mr. Taser. How long? 

Mr. Pererson. Since 1952. In 1952 the States put in $2,500,000 
before the Federal Government put in a penny. As a matter of fact, 
New York City has been creating quite a bit of fuss about that, politi- 
cal and otherwise. They would like to be reimbursed somewhat be- 
cause other cities have been. 

The breakdown of this appears on page 97 of our budget submission. 

Mr. Taser. State contributions on this run $9,400,000 and the 
Federal Government contributions $6,900,000. 

You have down estimated obligations for 1954, $3,300,000 each, 
State and Federal. 

You want $1,300,000 to go up against $2,600,000 you expect the 
Federal Government to put up on this particular picture. 

Mr. Fouts. On this particular picture; yes, sir. 

Mr. Taser. What cities do not have them that need them? 

Mr. Fouuts. I have a large map here. Here is a complete report 
on it. Cities over 500,000 population: Of the 18 critical target cities 
of over 500,000 population, 14 have 100 percent coverage. Estimated 
coverage in the other 4 is as follows: Boston, 72 percent; Chicago, 80 
percent; Cincinnati, 60 percent, and Minneapolis, 60 percent. 

In other words, the job is not completed in such large cities as 
Boston and Chicago. 

In the 70 areas which have been designated critical target areas for 
civil-defense purposes, there is a total of 134 cities of 50,000 or over. 
Coverage is as follows: 77 have 100 percent coverage. Four have 
99 to 90 percent coverage; 38 have 89 to 50 percent; 15 have 49 to 
zero percent. 

Then in the 115 other areas designated as target areas, there are 
118 of these principal cities of 50,000 or over. The coverage there 
is: 42 have 100 percent; 19 have 99 to 90; 8 have 89 to 50, and 49 
have 49 to zero percent. In other words, this is an attempt to 
complete and make every one of these cities 100 percent. This is a 
program we have been working on long and hard. We have not been 
able to complete it. The money we have asked would permit us to 
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complete the program and have 100 percent warning in all of the 
target cities of America. This program is based upon scientific pro- 
cedures, measurement of sound o trained sound engineers, and it is 
our hope that we can finish within the next year. 


COMPLETION OF PROJECT 


Mr. WicGLeswortu. Do you mean the $1,300,000 that you are 
asking in the supplemental appropriation, plus whatever you plan 
to spend out of the $14,750,000 will complete the job? 

r. Pererson. It will complete the job with the exception of 
certain recurring expenses, but it will complete the capital expenses 
the capital investment. 

Mr. WicGtesworts. How much do you plan to spend out of the 
$14,750,000 for this purpose? 

Mr. Fouts. Of that money, $1,300,000. 

Mr. Wiaeiesworts. So you plan to spend $2,600,000 all told for 
this purpose in 1955? 

Mr. Fouts. Yes, sir. 

Mr. Wicetesworts. How much will be the State contributions? 

_ Mr. Fovutis. Another $2,600,000. It is a 50-50 matching program, 


Mr. Taser. The reappropriation is entirely in respect to this 
attack-warning system? 
Mr. Founis. That is correct. 
Mr. Taser. And you have stepped up the picture by that amount? 
Mr. Fouuis. For the next year we have, sir, because of a deficiency 
in the program this year. 
Mr. Taser. I understand that. That is the picture? 
_ Mr. Fouuts. Yes, sir. 


OBLIGATIONS 


Mr. Taser. You have already obligated all except $1,320,000. 
That $3,300,000 that you have allocated for that purpose, has that 
all been obligated? 

Mr. Fouuis. No, sir. That is where we are unobligated by 
$1,329,000. 

Mr. Taser. Out of the $3,300,000? 

Mr. Fovuuis. Yes, sir. 

Mr. Taser. In other words, you have not obligated $1,300,000 
out of that $3,300,000? 

Mr. Fovuuis. That is correct. 


CoMMUNICATIONS 


Mr. Taser. Are there any other questions on the attack-warning 
feature? If not, we will take up the communications picture. 

There you are asking for new money in the amount of $2 million. 

Mr. Peterson. Yes, or $200,000 more than Jast year. 

Mr. Taser. Did you kind of round it out? 
_ Mr. Pererson. I trust not. 

Mr. Taser. What have you in the line of communications, and 
what do you expect to get with the $2 million, if you get it? 

We will insert into the record at this point pages 99 and 100. 

(The pages referred to are as follows:) 
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Communications SysteM 


ESTIMATE, 1955 $2 MILLION 
Program objectives 


This is a Federal contributions program designed to provide, on a matching 
basis with the States, State and local radio and telephone civil defense communi- 
cation facilities. 

Contributions for the construction of the operational portion of control centers 
are also made in order to assure that the communication facilities in control 
centers will remain operative under attack conditions. 


Past accomplishments 


Procurement specifications have been developed for communications equip- 
ment to be obtained with matching funds. Representative communication 
plans have been furnished the States and local civil-defense organizations for the 
development of their communications systems consistent with effective utilization 
of this equipment. During previous fiscal years, approximately $7,270,000 
Federal funds for matching have been furnished. State and local sources bave 
provided approximately $10 million worth of equipment at no cost to the Federal 
Government. Modification of existing buildings have been made to provide 
control centers for epproximately 160 locations within critical target areas. The 
total expenditures for this purpose amounted to approximately $3,590,000, while 
the Federal contribution amounted to approximately $450,000, or less than 10 
percent. 

Future plans 

Contributions will be made on a matching basis for the following general 

urposes: 

1. Additional radio installation and equipment requirements proposed by 
States under approved communications plans and criteria. 

2. Recurring communications circuit costs. 

3. Control center operational construction costs. 

Contributions for these purposes are planned so that the civil-defense-com- 
munications investment in facilities will be maintained in a state of operational 
readiness. 

Basis of estimate 

This estimate is based on a study of the requirements of individual target 
cities and States. The plan contemplates the maximum use of all telephone 
and other common-carrier systems as the basic civil-defense communication sys- 
tem. Additionally, it contemplates the maximum use of existing commercial 
radio communications systems in the public safety, industrial, and land-trans- 
portation service. Effective use of these facilities will be achieved through the 
coordination provided by control centers, report centers, and block warden posts. 

The estimate also includes funds for the operational portion of State and 
target city main and alternate control centers to house the communications 
equipment in secure locations. 

The following table reflects the current status of the program and the estimates 
for fiscal year 1955: 


1. Estimated expenditures by States (no expense to the Gov- 
ernment) 

2. Actual expenditures fiscal years 1952 and 1953, inclusive_____- 

3. Estimated expenditures fiscal year 1954 


20, 
2, 


= Taser. What have you installed, and what do you want to 
install? 

Mr. Pererson. In the event of an attack upon this country we 
will be unable to do anything unless we have communications systems 
clear across the Nation. e have not attempted to set up an in- 
dependent radio system, or anything of that type. We use for our 


| Total State Federal 
$13, 141,000 | $13, 141, 000 0 
10, 940, 000 5, 470, 000 $5, 470, 000 
3, 600, 000 1, 800, 000 1, 800, 000 
27, 681, 000 | 7, 270, 000 
4. Estimated fiscal year 1955 requirements---_..._......-..--- 4, 000, 000 000, 000 2, 000, 000 


rapes nationwide, the A. T. & T. However, in local communities, 
in these cities, aside and beyond their police resources and their fire 
resources, we have been trying to help them set up control centers and 
communication centers so the civil defense people can direct activities 
in event of a disaster. This involves the materials I mentioned on 
page 99, and breaks down into three elements set forth on page 101. 


ANALYSIS OF ESTIMATE 


Mr. Taser. We will insert page 101 in the record at this point. 
(The page referred to is as follows:) 
Communications SysteM 


The following table reflects an analysis of the ~—— elements of the fiscal year 
1955 estimate compared with the program costs to date. 


Estimated total cost 
to date 


Federal 


000 
450, 000 
000 


7, 270, 000 2,000, 000 


Mr. Pererson. For radio communications equipment and installa- 
tions: We are requesting in the next year $1,200,000 to match 
$1,200,000 of State funds for a total program of $2,400,000. 

For ‘the operational portion of the control centers we are aski 
$450,000 to match $450,000—the control center is the room in whic 
you direct activities. It has special equipment, in addition to radio 
equipment, such as maps, and the egg necessary in a control 
center typical of the Army or civil defense. 

Then we have the third item, recurring communications circuit 
costs on an annual basis. This is spent for leasing the wires into the 
control center and amounts to $350,000 to match $350,000. 

Mr. Taser. Do you mean that is a toll charge against you with the 
telephone company? 

Mr. Prrerson. By the telephone company. We use telephones 
wherever we can. Tn some instances in these areas we have some 
direct radio communication rather than telephone communication. 


RADIO COMMUNICATIONS 


Mr. Taser. What do you do in the line of radio communications 
equipment, and installations? You indicate that you have a total 
expenditure of $23,000,00 down to date for that purpose. 

r. Peterson. We have had a total of $6,530,000. 

Mr. Taser. What do you do? 

Mr. Peterson. We buy radio equipment. 
ir Taser. Different equipment than the ordinary radio station 
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State | Total State Federal 
k Radio communications equipment and 
installation... ................-.......]$16, 530, 000 | $6, $2, 400,000 | $1,200,000 | $1, 200, 000 
2. Operational portions of control center_..| 3, 141,000 900, 000 450, 000 450, 000 
3. Recurring communications circuit costs 
on an annual basis..............--..-- 740, 000 700, 000 350, 000 350, 000 
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Mr. Pererson. Yes. It has no relationship to the ordinary radio 
station at all. We must maintain these shortwave channels in order 
that we can communicate with the people in the field. 

Mr. Tazer. Are they not connected with the regular radio stations 
in the communities? 

Mr. Pererson. Not the regular radio stations. We try to use 
them with the police shortwave radio stations maintained by the 
municipalities, and the fire department radio stations. Today all 
great metropolitan fire and police departments have radio systems of 
their own, and we try to connect with them so we pool the shortwave 
radio resources. I have visited places like Milwaukee where I have 
seen such systems in operation. With this equipment we can talk to 
the people on the job and direct them. It is a part of a command and 
control procedure. 

Mr. Gary. They are your own employees? 

Mr. Pererson. Volunteers or employes of State, county, or 
municipal government. 

We do not have any paid employees at all outside of Washington 
plus approximately 200 in the regional offices. There are some paid 
city employees and State employees, and then there are volunteers 
in all these cities. 

Mr. Taper. You do not use regular commercial radios that are set 
up? 

Pr, Prerprson. We cannot. They cannot interfere with their 
broadcasts for training purposes. They may not be in existence after 
a bomb goes off. Most of them are located in the target areas and 
will be demolished. Radio stations will be available to us only to the 
extent they are in existence after an attack. The minute we know an 
attack will come, regular stations will start broadcasting on the 
conelrad frequencies. Civil defense must have an independent system 
if we are to maintain any control over civil defense people. 

Mr. Gary. What sort of receiving apparatus do you have? 

Mr. Prererson. Shortwave receivers on automobiles and in fixed 
installations over the area. Most of these control centers with radio 
equipment are located at the edges of town so they will be relatively 
free from the effects of the bomb. 

Mr. Gary. And you have receivers on your automobiles? 

Mr. Pererson. We have rescue trucks and many pieces of equip- 
ment purchased by the cities which will be utilized in the event of an 
atomic attack or in natural disasters. We tie in through police radio 
and fire radio every place we get an opportunity. 

Mr. Gary. What do you mean by “tie in’? Do you mean that 
you do not duplicate the station, but you use the station for your 
purposes? 

Mr, Pererson. We can talk on the same channel, as I understand it. 

Mr. ArrKEN. The radio stations that normally broadcast to the 
public use what is termed a “long wavelength”. They cover a greater 
area. The police people operating in a more restricted area operate 
on a shorter wavelength. This communication equipment, insofar as 
radio is used, is restricted to the shortwave type of operation. 

Mr. Gary. How do you notify your personnel? Certainly these 
people do not stay tuned in to your station all the time. ow do 
they know when a warning is coming? 
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’ Mr. Arrken. Yes, sir. Those people are a part of the civil defense 
organization and have equipment tuned in on the proper wavelength 
after they have been alerted. 

Mr. Prrerson. In addition, we have in practically every city in 
America cooperation with ham operators who own and build their 
own equipment. They receive no help from anyone. 

Mr. Gary. I should think existing facilities would be enough. 
That is what worries me. It looks like you could use existing facilities 
without duplicating them all over the United States. 

Mr. Pererson. We use them absolutely to the limit without dupli- 
cating, and need this in addition. 

I would be glad to call in a communications expert who could dis- 
cuss this in some detail. I saw it in Memphis, Tenn., the other day, 
and Memphis is a large city. I have seen it in Milwaukee and in 
other places. In Los Angeles the equipment we have helped the 
State buy is located in two or three control centers up on the mountain- 
side. In Oakland, Calif., the control center is down in a mountain. 
Every city must have a control center. If you do not have com- 
munications at the time of a disaster, you cannot talk; you cannot do 
anything. The people are absolutely helpless, 

aa read a paragraph here for the record: 

Communications must be engineered to serve the operational requirements of 
each of the civil defense services if these services are to function when needed. 
Civil defense will rely primarily on existing communication facilities such as those 
operated by the public safety, land transportation, industrial and common carrier 
communication systems. These systems have been or will be modified or ex- 
panded where necessary. Additionally, communications must be established to 


tie these services together at appropriate control center levels in order to insure 
coordination, support, and evaluated control. 


Here is an excellent paper devoted to the subject that we are 
discussing here. This paper is made up of nine pages. I would be 
glad to insert it in the record if it is agreeable. 

Mr. Taper. Do you need all of that? If you give us that much 
explanation nobody will read it. A person can keep track of one page. 
You have too long a statement there for that activity. 

Mr. Pererson. This is a very intricate subject. 

Mr. Taser. Perhaps you might put a little digest of it in the 


hearing at this point. 
(The information requested is as follows:) 


COMMUNICATIONS 


Control centers may be fixed or mobile, and their size will depend on the opera- 
tional requirements of the service or services involved. 

Communication is established between civil defense control centers to follow a 
natural chain of command with the specialized service control centers reporting 
in at the proper level. 

The establishment of an emergency or alternate base of operation for the police 
should include no less facilities than would be required for normal use. 

The primary consideration to be made of communications in the mobile support 
areas is to assure that the accumulated priority communication demands made 
by all services do not exceed the availability of circuits at any one point. Accumu- 
lative traffic load must also be established for the target and mutual-Aid areas. 

Radio facilities operated by agencies providing essential public services, such 
as police, fire, power companies, common carriers, and other public utilities, will 
not be diver to provide channels of communication for civil defense agencies 
except on a voluntary basis and at such times as channels can be made available 
without impairing the efficiency of the service. Some provisions, however, must 
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be made to establish effective liaison between appropriate civil defense control 
centers and the various public services. 

Broadcast conelrad facilities —These facilities will be used to provide civil defense 
information to the general public before, during, and after an atomic attack on 
this country. 

Public safety and amateur conelrad—Plans have been worked out which will 
allow for the continuous operation of public safety and RACES (amateur) radio 
stations before, during, and after attack subject to minor restrictions which will 
include limiting transmission time to vital traffic, dispensing with the use of call 
signs and geographic locations. 

Land transportation and industrial conelrad.—Land transportation, industry, 
and other communication systems vital to the operation of civil defense will be 
allowed to operate within certain restrictions which are being developed at the 
present time. 


QUESTION OF SIZE OF FEDERAL CONTRIBUTION FOR COMMUNICATIONS 


Mr. Taser. The thing that bothers me is, according to page 101 
you have apparently a total investment of $23 million and the Federal 
Government has contributed just about a quarter of it. Now, you 

ropose we step up the Federal contribution from a quarter, or a little 
ess than a quarter, to a half. That sounds like we were moving in 
pretty liberally with Federal contributions. 

Mr. Arrxen. Mr. Chairman, I think the summary on page 100 will 
explain that. 

rior to 1952 many States had financed this particular phase of the 
program entirely at their own expense. ‘They had expended some $13 
million for these purposes prior to the initiation of this program. 

In 1952, 1953, and 1954 the Federal dollars have been matched on a 
50-50 ratio, the same as with other items in this program. 

Mr. Taser. On the next item we have only contributed a little less 
than one-sixth of the total, or just about one-sixth. There you pro- 
pose to step up the contribution just as much as we have contributed 
im the whole period. 

CONTROL CENTERS 


What does the operational portions of the control center mean? 
Mr. Pererson. Operational portions? 
Mr. Taper. Yes. 
Mr. Pererson. That is the map room itself. That is the command 
room and the equipment that goes into that room. 
In some instances we perkates in helping to construct the build- 
e. 


ing. I will give you an examp In Detroit, Mich., we got them to 
build an Operational Control Center, and we paid 50 percent of the 
portion of it that was placed underground and built to standards we 
would expect to withstand an atomic attack. We did not pay for 
any portion of the building which was above ground. 

n order to stimulate communities to build such control centers— 
and you cannot operate without them in the event of attack—we have 
joined with them in the construction and equipping of these control 
centers, but only to the specifications we have outlined. 

This is a very common thing. If you go to Europe, you will find 
them in every German city, in every Swedish city and in every Nor- 
wegian city—in every country where they have experienced a war. 
If this country is to experience war, which is something we do not 
know, then it will have to be ready in exactly the same way. 

This is one of the costs of war, just as building an airplane or any- 
thing else is a cost of preparation for war. 


1 4 
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RECURRING COMMUNICATIONS CIRCUIT COSTS 


Mr. Taser. The third item seems to be the recurring annual com- 
munications cost. 

Mr. Pererson. Yes, sir. 

Mr. Taser. The circuit cost. That is the rental you pay the 
Telephone Co.? 

Mr. Pererson. Right. 

Mr. Taser. How much did you pay this year? 

p Mr. Fou ts. I do not have that with me in detail, sir. I can get it 
or you. 

Mr. Taser. On page 101 it is indicated that the total expense to 
this date has been $290,000, and you are going beyond what we have 
contributed altogether for the 1 year. It would seem as if we are 
getting a little too liberal, would it not? 

Mr. Pererson. | do not believe so, because we are now beginning 
to reach a higher degree of readiness. As we reach a higher degree 
of readiness these costs are going to be greater. That is, I think, 
just a logical situation. 

Mr. Taber. I would assume, the way they operate things, that they 
had some kind of a surplus supply of circuits to take care of our in- 
creasing load which comes along continuously. I would think they 
were almost able to take care of that circuit question in pretty good 
shape, without our having to increase our expense. 

Mr. Pererson. You mean that cities could take care of it? 

Mr. Taper. Yes. 

Mr. Pererson. As I said yesterday, Mr. Chairman, there are a 
good many people in this country, including the mayors of some 40 
or 50 of the largest cities in America, who think the Federal Govern- 
ment should take over the complete cost in this field. 

That is contrary to my philosophy. I am trying to hold it down to 
the lowest ron A point. As a matter of fact, if I had been in the 
Congress I do not know whether I would have voted for this contribu- 
tion in the first place or not. But this is written in the law. We are 
partners with the cities and States. It is part of the program. 

In terms of the total cost of the program, this is a rather modest 
rogram. In view of the fact the military cannot keep the bombs 
rom falling on the United States today, we are now dealing with the 

lives of some 80 million Americans, and we are dealing in extremely 
small amounts of money in any one of these programs. 

However, this is something that is going to increase every year as 
we are better prepared and as the threat of war continues. 

I think this committee was briefed just today by the Secretary of 
State, and you know the situation in the world is not good. If this 
war comes in the next 6 months I do not want to assume responsibility 
for the fact that we are not prepared in civil defense; and i certainly 
do not want to accept it 3 or 4 years from now if we are not going to 
invest the money necessary to carry out even as modest a program as 
we have at the present time, which is a modest program by any test 
you can apply. 

Mr. Cannon. Off the record. 

(Discussion off the record.) 

Mr. Taser. Are there any other questions on this communications 
picture? 
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= WieG.esworts. This will not complete the installation pro- 
am 
Or. Peterson. No, sir. Each year as we reach a higher degree of 
readiness I assume these expenditures will go up, unless we can reverse 
the trend of States and cities requesting help from the Federal Govern- 
ment, and I think that is problematical. We are not able to reverse 
it in other fields, such as agriculture and any other fields in which the 
Government participates. 

Personally, gentlemen, I am going to try to keep this down just as 
low as I can for all these programs. 


Pus.ic SAFeTy SERVICES 


Mr. WiGceLesworts. Are there any other questions on this ““Com- 
munications” item? If not, the next item is ‘Public safety services,”’ 
for which you ask $850,000 as compared with $600,000 in the current 
fiscal year. What is the explanation for that? 

Mr. Peterson. Primarily, Mr. Wigglesworth, we want to step up 
our rescue services program. 

I do not know whether you are familiar with our rescue trucks and 
rescue equipment concept. As a result of the experience in England 
it was learned you must train people to remove injured persons from 
the wreckage of great buildings, and they must have certain specialized 
equipment. I do not mean they must have anything elaborate, but 
there are certain tools they must have, and they must know how to 
use those tools. You cannot rely on running down to the corner 
drugstore to get those tools. You must have the trucks built and 
the equipment present for certain situations. 

I have seen some of these trucks in operation across the country, 
and some of the crews that work them. It takes 8 men to man 1 truck. 

Ordinarily these men come from the fire departments and other 
organizations of that type, and they are trained. 

We would like to increase the operational readiness of the rescue 
services from 15 percent to approximately 20 percent. That means 
we would like to buy 100 rescue trucks with tools, at a cost of $450,000; 
we would like to buy 100 rescue trailers with tools, at a cost of $250,000; 
and we would like to buy 100 sets of rescue tools, complete, for 
$150,000; which makes up the $850,000. I believe that is the complete 
item, $850,000. 

Mr. WiaGiesworts. Is this wholly a Federal program? 

Mr. Prererson. No; this is on a 50-50 matching basis. 

We like that better, Mr. Wigglesworth. Then the ownership of 
the property is in the hands of the city authorities, and its main- 
tenance becomes their responsibility. 

I might say in this connection that through Congressman Taber’s 
insistence a year ago that we get out of the engineering stockpiling 
business—which we will come to a little later, in the engineering 
item—this year we bought nothing in that field. Now we are asking 
the Congress for permission to transfer title to all of our engineering 
equipment to the cities and States so we can escape the guarding 
costs and the maintenance costs. 

That is one good thing about the contribution program. It does 
permit the Federal Government to get these things in place without 
the responsibility of maintenance and the cost of maintenance. 
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Mr. WiaGLeswortu. How many of these three items have we now? 

Mr. Peterson. At the conclusion of fiscal year 1954 it is estimated 
that 1,500 rescue squads will have been equipped under our standards. 
However, we have not paid for all those. 

a WiGGLeswortH. Does that mean trucks, trailers, and sets of 
tools? 

Mr. Pererson. Yes, sir. I might add here parenthetically that the 
national-commander of the American Legion asked the President 
what the Legion could do to help the United States Government in 
civil defense. As a result, the Legion has volunteered rescue squads 
and in some instances has volunteered to buy rescue trucks and equip- 
ment. That program is going on in the country at the present time. 
We will need any help we can get from them, plus what we are pro- 
posing to do here. 

Mr. Wiae.ieswortn. If you get this money you will still need 
$71 million yet to finance the program? 

Mr. Foutts. Yes, sir. That is on the present planning. 

Mr. Wice_eswortH. What is the obligation figure against the 
$600,000 that you had for 1954? 


ESTIMATED SIZE OF FUTURE BUDGETS 


Mr. Pererson. While he is looking that up, Mr. Wigglesworth 
may I comment here: This is a program starting from scratch—for 
civil defense—which is only 3 years old. Obviously, each year from 
now on as civil defense gets bigger, on some of these items we will have 
to ask for more money. This program will have to expand just as 
any other big program in Government expands as we reach a higher 
degree of operational readiness. I would like to stockpile, as of the 
present, $411 million worth of medical supplies. We will take that 
program up next, I think. 

We figure we will need to have about $217 million in this contribu- 
tions program before we get through. 

_ And I would assume it will cost us somewhere from $15 million to 
$20 million a year to operate at the Federal level from now on in 
perpetuity, or as long as there is a civil defense concept. 

Mr. Wiae._eswortu. Off the record. 

(Discussion off the record.) 

Mr. Pererson. We have estimated our total contributions program 
would have to run to about $217 million, of which the Congress has 
so far appropriated $46,220,000. This year we are asking for 
$14,750,000. 

The medical stockpile program we would estimate will have to run 
$411 million under present planning, of which you have presently 
anpenoriated $106 million for the medical stockpile. 

hen I think the operations, Mr. Wigglesworth, will have to run 
somewhere from $15 million to $20 million a year. As the stockpile 
program increases the warehousing increases, and certain other 
elements increase. 

Mr. Wiacieswortu. That makes a total of $217 million? 

Mr. Prrerson. $217 million for the contributions; yes, sir. That 
however, is subject to radical revision as the nature of the world 
situation changes and the size of weapons changes and forces us to 
change our concepts. 
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Mr. Wieciesworrtu. That includes what we are considering here 
as Federal contributions? 

Mr. Pererson. Yes, sir. 

Mr. WieG.Leswortu. Plus the stockpiling? 

Mr. Pererson. If you add the stockpiling and the contributions, 
the total figure is $628 million, plus the yearly operational cost. 

Mr. Commencing when? 

Mr. Prererson. Commencing in 1951. In other words, we have 
had money appropriated in 1951, 1952, 1953, and 1954. 


ANNUAL COST OF CIVIL DEFENSE 


Mr. WiceLeswortH. What is the annual cost of this going to run, 
as you see it? 

Mr. Perrerson. Well, I do not know that I can answer offhand, sir. 
After we have handled the stockpiling costs and the contributions I 
think that the annual costs will run about $15 million to $20 million 
a year. I may be a little conservative on that, because there may be 
certain replacement costs which will come into play then. That would 
appear to be a minimal figure. 


OBLIGATIONS 


Mr. WiaGLieswortH. Do you have the obligation figure now? 

Mr. Fouuis. I have it, sir. I have already given it to the clerk, 
and I am getting a table ready at your request of yesterday which 
will cover all of these things, to be inserted in the record. 
« Mr. Prererson. Can you give it to Mr. Wigglesworth now? 
™ Mr. Wiaeiteswortu. If it is going to be furnished for the record 
that will be satisfactory. 

Mr. Fouts. That is what you requested yesterday, sir; a complete 
table on that. 

(The table referred to may be found on p. 155.) 

Mr. WiGcGLEsworrTH. Are there any questions on the subject of the 
public safety services? 


LIFE EXPECTANCY OF EQUIPMENT 


Mr. Forp. Governor, you have purchased, as indicated in the 
justifications, so many rescue trucks, trailers, and tools. They now 
are available on site? 

Mr. Peterson. Yes, sir. 

Mr. Forp. What is the life expectancy of that equipment? 

Mr. Pererson. The trucks are very rugged. 

I am guessing now, and just making a personal guess I would judge 
that those units should last from 15 years on up. 

Mr. Forp. In other words, those that you bought 2 years ago would 
still be effective for utilization in this program? 

Mr. Peterson. Yes, sir. 

Mr. Forp. For a number of years? 

Mr. Peterson. Yes. It might be longer than that, sir. There is 
no reason why they should not last a long time, because the trucks 
themselves are rugged. 

Of course, there will be some replacement of items of equipment, 
because you have equipment like ropes, jacks, shovels, acetylene-torch 
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equipment, small electric generators. You have all the things you 
would need if you had to go out and dig people out of the ruins of a 
building at night under various types of conditions. 

You have to have rubber boots, for example. It is nothing fancy, 
but just the things that experience has shown you must have to do 
a good job of rescuing people. 


MAINTENANCE OF EQUIPMENT 


Mr. Forp. Who has the obligation of maintaining this and seeing 
to it that it is readily available for the purpose for which it was 
purchased? 

Mr. Pererson. The civil-defense people in the cities. 

Mr. Forp. Do you have any hel made on that by your office? 

Mr. Pererson. Yes. We have had no problems in that connection. 

The other day when I was in Memphis, I found the reseue trucks 
were under the direction of the city fire department. The firemen 
were trained to use them, as a part of their regular duty. The trucks 
had been out on the street for display. I went through them to see 
their items of equipment. They guard those and preserve them just 
like the fire trucks, and are very proud of them, as a matter of fact. 
They use them for civilian emergencies of various types, as well as 
having them in standby ready for possible atomic attack. 

The other day, when I was coming back from the Pacific, I saw one 
of these trucks in Hawaii that had been built before our program 
was ever started. It was now several years old. The police depart- 
ment had it in that particular place. They have used it a number of 
times. 

Cities modify these somewhat. A fellow gets an idea he thinks is 
a little better than our idea for the equipment. They are all equipped 
with winches. They have just all of the things that these practical 
men who are trained in these fields find are necessary to help save lives. 


TITLE TO EQUIPMENT 


Mr. Forp. Who, in effect, has title to the property? 

Mr. Prererson. The cities have title to it. As a matter of fact, 
that pleases us. If they did not have title, we would have the problem 
of paying people salaries to go out and inspect them and maintain 
them all of that. 


INSPECTION OF EQUIPMENT 


Mr. Forp. The illustration you have given of finding the equip- 
ment well maintained and so forth makes a good record, but a 
must be many other cases where the equipment has not been inspected 
by anyone from the Federal Civil Defense authorities. Do you make 
any effort to take a look without any prior warning that such a visit 
is contemplated? 

Mr. Pererson. That is done quite regularly by our regional 
people. I can think of no reason why a community would want to 
ne fect a piece of property of this type any more than it would a 
pulmotor or something of that type. 

As a matter of fact, the men who handle this in most instances are 
quite dedicated individuals or they would not be putting in the time 
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or effort necessary in civil defense. In some cases they are absolutely 
a and do this just as a matter of public-service. 

assume, however, human nature being what it is, that there is 
neglect in some places. Certainly we should do what we can to call 
attention to neglect, and to see the cause is rectified. 

Mr. Forp. I agree with you. Human.nature being what it is 
inevitably you are likely to have some who would not-care for .thi 
equipment as it should be cared for. It would seem to me that 
periodic inspections might be highly desirable. 

Mr. Pererson. I think that suggestion is very appropriate, and 
we will try to follow it, sir. 

Mr. Forp. That is all, Mr. Chairman. 


Mepicat AND EQuIPMENT 


Mr. Wica.eswortH. The next item is ‘Medical supplies and 
equipment,”’ for which you request $3.6 million as compared with 
$3.9 million in the current fiscal year. 

Mr. Pererson. We help the cities and States in two ways in this 
field, Congressman Wigglesworth. We match money with them to 
provide stockpiles for their own vicinities, in their own communities, 
to take care of their people for the first 4 hours. Then we have this 
Federal medical stockpiling program, this huge program of $411 
million we are working on. We try to have stockpiled within 4 hours 
transportation of the cities and target areas enough medical supplies 
to take care of our objective of 5 million people for 3 weeks. So we 
help in two ways. 

In addition to that, some of the States, such as California, have 
in several million dollars of their own in addition to what we have 

een able to do through our program. Other cities and States have 
done likewise. I do not have the total for the whole country, including 
the moneys they have spent themselves. 

Mr. WiaeLesworrH. What is the distinction between the supplies 
covered by this $3.6 million and the stockpile supplies which we are 
to take up later? 

Mr. Pererson. I think there is very little, if any, distinction. It 
is an attempt to forward the program at the local level while we are 
taking care of this bigger national back-up program. 

Mr. Wiaee.ieswortuH. This $3.6 million is wholly for stockpiling? 

Mr. Peterson. Yes, sir. 

Mr. Local stockpiling? 

Mr. Pererson. Yes, sir. We start setting it out in detail on page 
107. It runs through 108, 109, 110, 111, 112, and 113. 

This involves the casualty services, the blood-collecting program, 
the various types of blood plasma expanders, chemical warfare de- 
fense, radiological defense, emergency sanitation, and right on through. 

Mr. Wieaieswortu. Is this on a 50-50 basis? 

Mr. Peterson. This is on a 50-50 basis. This portion of it here is 
$3.6 million. It would mean the total expenditure would be $7.2 mil- 
lion for the Nation. 

Mr. Wiae.eswortu. Is there an overall total that you are aiming 
to reach in terms of local stockpile? 

Mr. Fouts. Yes, sir. That is shown on page 108. 

Mr. AitKeEn. In the last column. $15,520,000. 
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. Mr: Wicetesworrn. What is that? 
Mr. Pererson. $15,520,000 is what would be remaining in this 
‘am after 1955. We were shooting at a total program of $34.7 
ion.’ It'is the first figure there, sir. 
Mr. Wiaciesworts. The total Federal program is $34.7 million, 
and ‘if'this appropriation is allowed there will remain $15.5 million to 
be financed in the future? 

Mr. Pererson. That is right, sir. $15,520,000 is right. 

I think I should say here, Congressman Wigglesworth, that if we 
were hit by the enemy tonight, what we have in our cities and in our 
States and in our Federal stockpile would not amount to much. If 
we are hit without warning that will be true at any time. We simply 
cannot hope to have enough medical supplies to cake care of the people 
who will be hurt: 

If we can make our evacuation policy stick—I cannot promise it, 

but I am hopeful we might be able to do it—we can even cut down 
under the $411 million program. At least, that is my objective. If 
we get the detection system and the warning time and can get the 
people out, I would hope we would not need to spend $411 million to 
pigrier. 20g enough medical supplies to take care of 5 million people for 
3 weeks. 
- That is problematical at the moment. It depends on how well the 
military comes up with a detection system, and whether the Russians 
some day, might be able to send over guided missiles going thousands 
of miles an hour and eliminating the warning time. 

At any rate, we are not far enough along with our medical stock- 
piling program, including what we are asking for this year, to raise 
any question of overstocking. We will be understocked for a long 
time to come. If you appropriate the money we ask this year, we 
will have at the end of fiscal 1955, $166 million worth of supplies in 
the Federal stockpile, plus this program of $19.7 million, doubled b 
the State and city contributions. So we are way undersupplied if 
you grant us every penny we ask for in both the programs, the $3.6 
million and the $60 million. 


TO 
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LIFE OF ITEMS STOCKPILED 


Are the materials to be stockpiled here of 
0 

r. Peterson. All of them have a long life except the antibiotics, 
such as teramycin and penicillin and that sort of thing. We are try- 
ing to enter into arrangements with national suppliers to rotate those 
antibiotics. As a matter of fact, we are now considering a contract 
with one of the big suppliers to do that at a cost of 3 percent of the 
total inventory. 

I was pleased to find in one territory of the United States rotation 
is already being done by the local suppliers without any cost. How- 
ever, I doubt we can get that done free on a national basis. In other 
words, they take these items out before the dating period expires and 
put fresh ones in. 

Mr. Wieeiesworrn. Are there any questions on medical supplies 
and equipment, Mr. Davis? 

Mr. Davis. No, thank you. 

Mr. Mr. Ford? 
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DEXTRAN 


Mr. Forp. Governor, a week or so ago I received a communication 
from a company which manufactures dextran, with a plea that some- 
thing be done to make available funds for the continuation of their 
manufacturing operation. I presume the communication was direc- 
ted to me on the basis that they felt the Army should continue its 
procurement of that item. 

I checked with the Army and found that their program had been 
concluded, and they suggested that maybe the civil-defense people 
would take up the slack. Do you have any information on that? 

Mr. Peterson. Yes. I will ask Mr. Aitken to answer, because he 
has those details a little more freshly in mind. 

Mr. ArrkeNn. Due to savings we have been able so realize by 
purchases through ASMPA this year 

Mr. Forpv. Through what? 

Mr. Arrxen. The Armed Services Medical Procurement Agency. 

Due to the savings, we have been able to increase the amount of 
stock we expected to purchase this year from 500,000 units to 900,000 
units. That means the contract will be executed within the next few 
months to purchase the additional 500,000 units. 

Admittedly that is not enough to keep all the dextran manufac- 
turers in business, but it will afford some activity in that area. 

Mr. Peterson. During the Korean war four suppliers went into 
the business. 

Mr. Forp. Do you want this on the record? 

Mr. Prererson. It might just as well be off the record. 

(Discussion off the record.) 


PROCUREMENT FROM ARMED SERVICES 


Mr. Forp. What effort was made by Civil Defense to procure some 
of these medical supplies which you have procured during fiscal 1954 
from the Department of the Army or perhaps from some of the other 
military services, from their excess supplies which were generated as 
the result of the armistice in Korea? 

Mr. Pretrerson. They have no excess supplies. We have tried to 

et everything we can from the Veterans’ Administration and the 

epartment of Defense. They have told us that in the event of war 
we cannot count on their supplies at all. We simply must be prepared 
ourselves to the best of our ability. 

May I go off the record just a moment, please? 

(Discussion off the record.) 

Mr. Forp. Will you show in your answer, Governor, precisely 
what you bought and itemize it in general categories? 

Mr. Peterson. Yes, sir. 

(The information is as follows:) 
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Items for medtcal’stockpile acquired from military stocks, fiscal years 1953-54 
1953 MEDICAL STOCKPILE 


Cost or fair 
Item Quantity value 
$72, 000 
40 
36 
55 
120 
1, 794, 177 
11, 427, 204 
13, 293, 722 
$1, 198, 060 
, 200 66, 238 
, 500 4, 365 
120 1,377 
000 1, 320 
024 228, 768 
238 83, 936 
300 783 
10 6, 871 
500 220 
Anesthesia 110 71, 291 
Specimen bottles 2, 800 168 
' Spools. 
? Packages. 


Norte.—An order for an additional 100 hospitals has been placed in fiscal year 1954. We have been assured 
that the equipment is available, however no confirming documents have been processed. 


Epvucation SERVICES 


Mr. The next item is “Education services.” 

The request is $1.5 million as compared with $700,000 in the current 
year and about $800,000 in fiscal year 1953. Why do we need to 
practically double what we have had in the last 2 years? 

Mr. Peterson. This is an attempt, Mr. Chairman, to do exactly 
the same thing at the local level we were discussing here yesterday 
doing at our national level. In other words, to step up as fast as we 
can this business of education and training first of our civil-defense 
workers in the country and then of the public generally. 

Now let me say this: The civil-defense program cuts across all of 
life. If an attack comes, every phase of human activity is involved. 
We are going to have to train people in fire work, in rescue work, in 
health, in special weapons defense, in warden services, in mass care, 
and in homes protection. We run test exercises. We are concerned 
with radiological defense, biological defense, and the emergency blood 
donor programs. 

There is simply no limit to this. We train people and educate 
people and inform people in every one of the manifold activities in 
tive Adlonee. -Ours is as broad a program as it is possible to develop. 

By the way, I do not know whether he is responsible for the figures 
I bring in here or not, but the President joins me in this feeling that 
our greatest responsibility is in the education and training of the 
citizenry of the United States to get ready for such a possible attack. 
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We brought with us today, for your information, types of materials 
we have put oui in the last year or two. These indicate what we have 
in ming in some respects 

Mr. Wiae.Leswortu. Those can be filed with the committee? 

Mr. Prrerson. Yes, sir. We would like to leave them with the 
committee. We, of course, do not have with us the motion-picture 
materials and other things of that nature. 

Mr. Wiee.eswortu. How does this tie in with the operations 
function which we discussed yesterday? 

Mr. Pererson. This is under the matching program. This per- 
mits the cities and States to buy materials from us, and on the open 
market to use in the education and training programs. 

Mr. Wiaciesworru. This all for materials? 

Mr. Pererson. Materials; yes, sir. 

Mr. On a 50-50 basis? 

Mr. Pererson. Yes, sir. 


COST OF TOTAL PROGRAM 


Mr. WicGLeswortH. What is the overall program we are aiming 
at here? 

Mr. Prrerson. I do not think we have the figures on a projected 
program with us. It is undoubtedly a part of this $217 million pro- 
gram, but I am sorry, sir, that I cannot give you a figure right now. 

Mr. WicGLteswortH. Can you furnish for the record the figures 
which will show the overall program, and the present status? 

Mr. Prererson. We can do that, sir. 

(The information is as follows:) 

The education services items under the contributions appropriation are recur- 
ring and as such cannot be projected to a total program cost. To attain the 
gradual ae of a properly trained cadre of civil-defense personnel, the Federal 
cost is not likely to exceed $3,200,000 annually. Thereafter the Federal require- 
ment is estimated at $1,259,006 annually for refresher courses and the training 


replacements. These estimates however are contingent on the availability of 
State and local matching funds. 


JUSTIFICATION OF BUDGET 


Mr. Wiaatresworrtu. I see a table on page 115 showing the classi- 
fication of the materials you have in mind. 

Mr. Perrrson. The breakdown of it; yes, sir. 

Mr. WiaeiteswortH. Without objection, I think we will include 
that table in the record. 

Mr. Roonry. Mr. Chairman, I am going to ask that we include 
these 2 pages, which are all the justifications we have, pages 114 and 
115, to sustain an item of $1.5 million. 

Mr. Wiae.eswortH. Without objection pages 114 and 115 will 
be included in the record at this point. 

(The information is as follows:) 


EpvucaTION SERVICES 


ESTIMATE, 1955, $1,500,000 
Program. objectives 
This program is designed to assist States and communities in the training of the 
American people in matters of self-protection and the training of civil-defense 
leaders, auxiliaries and volunteers. This objective is to be attained through 
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matching contributions toward the purchase of simple and practical units and 
materials, such as individual training aids, civil-defense films, printed materials 
and “‘ packages” containing lesson plans, filmstrips or tools and through materials 
specifically designed for the civil-defense education of the general public. . 


Past accomplishments 

During fiscal years 1952 and 1953 all but two of the States participated in the 
matching fund program for the accomplishment of some or all of the objectives 
previously stated. 

All States and Territories have established training programs. Not all have 
programs for every technical specialty but, in all cases, a start has been made 
toward teaching one or more skills. This program has enabled the States and 
localities to acquire some of the necessary instructional materials and equipment 
such as: booklets, films, filmstrips, recording projectors, and auxiliary equipment. 
While most areas concentrated on training programs for fire, rescue, health and 
special weapons defense, and warden services, there has been increased activity 
in mass care, home protection, and test exercises. 

In addition to the basic rescue and elementary fire-fighting training set, matching 
funds also were available for the necessary tools to conduct training in basic 
rescue and fire-fighting operations. 

Training programs in first aid and related casualty services, emergency blood 
donor operations, radiological defense, and biological warfare were developed in 
the health and special weapons defense field. , 

For purposes of public civil defense education, matching funds were available 
for purchase of all FCDA and other Federal publications relating to civil defense, 
the production of State and local publications, identification materials, exhibits 
and displays, and visual aids for use on telecasts. 

Future plans 

The program will be expanded to include projects for the training of personnel 
in areas not now included. Examples of such areas are: Communications train- 
ing projects, advanced warden and rescue training projects, additional training 
projects in the field of health and special weapons defense. 

The expectant improved warning of impending enemy attack and its effect on 
the dispersal of populations from the most likely target areas, will require that 
more emphasis be placed on operational training in the form of training exercises, 
home protection, skills training and preparation of instructional materials in kit 
form to be used with selected training projects. 

Basis of estimate 

Based upon past experience and recent trends, it is estimated that the States 

will uest funds for the program in the amount of approximately $1,500,000. 


The following table gives a comparison of the actual or estimated obligations for 
fiscal years 1953, 1954, and 1955: 


Estimate Estimate 

Actual, fiscal 

year 1953 year 
Health and special weapons defense..............-....-.--.--- $84, 108 $125, 000 $200, 000 
Public education and training 458, 761 330, 000 700, 000 
Training and test exercise... dies 14, 647 50, 000 80, 000 


Mr. Are there any questions on this item? 


DISTRIBUTION OF BOOKLETS 


Mr. Forp. Are these booklets which you have here as examples 
distributed by the Federal civil-defense authorities gratuitously to all 
local civil-defense authorities? 
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Mr. Prererson. No. We distribute some to the State and city 
civil-defense authorities. Many more are sold through the Govern- 
ment Printing Office. In some instances the States and cities take 
these, revise or add to them and print them at their own expense. 

Many States have issued manuals of this type of theirown. They 
have either thought they could improve upon ours, or they have taken 
ours and put oo own title on it. We do not care about that. 

This is largely done on a seeding basis operation. 

Mr. Forp. at do you mean by a “seeding basis’’? 

Mr. Pererson. Here is a civil-defense urban analysis booklet. 
Let us take California, which has a very advanced civil-defense pro- 
gram. ‘They may take this in their own State organization, study it, 
tear it apart and decide they can improve it, and then turn around ‘and 
print it and issue several hundred thousand copies in their own State 
at their own expense. That sort of thing happens all of the time. 

Sometimes industries will take them and reproduce them. Maybe 
they will use exactly the same thing, but reproduce it at their own 
expense: 

I am -_ that I cannot give you the exact figures from memory. 
We have had some of the more successful pamphlets duplicated several 
million cities at no expense to the Government, by the cities, States, 
or private industries. 

Mr. Forp. In fiscal 1955 you expect to print $1.5 million worth of 
this material which will all be distributed gratuitously to the various 
civil-defense authorities? 

Mr. Peterson. These are not the only materials, sir. It also 
involves motion-picture films. May I let Mr. Aitken give the details 


on this program? 


TYPES OF PUBLICATIONS TO BE REPRODUCED 


Mr. Arrkxen. In this program it is contemplated that the States 
and cities will match this $1.5 million, so that there will be a total of 
$3 million spent in this area. We can present examples of the kinds 
of things we propose to print, if you would like to have a summary, 
Congressman. 

Mr. Forp. I think it might be well to have it. 

(The information is as follows:) 


Summary of the types of publications to be reproduced for use in civil-defense 

training courses are as follows: 
Administrative guides 
Handbooks 
Public booklets 
Technical bulletins 
Technical manuals 
Training and education bulletins 
Volunteer manpower booklets 
Posters 
Instructor’s guides 
Leaflets 
-Folders 
NSRB and military publications 


Mr. ArrKxen. The States and cities print additional copies of this 
material and use it for training volunteers. 
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SCOPE OF PROGRAM 


Mr. Wiaeiesworts. Do you mean that this $1.5 million is all for 
printed material? 

Mr. ArrKen. Yes, sir. Practically all. 

Mr. Wice.eswortu. I thought we covered the printed material 
yesterday under “Operations.” 

Mr. Aitken. The material that we talked about yesterday was the 
items we print and distribute here in Federal Civil Defense, These 
are the things the States and cities print in addition for training 
guides and courses. 

Mr. Pererson. Wait a minute. We are not giving the committee 
the correct information. 

This $1.5 million is for booklets, films, film strips, recording pro- 
jectors and auxiliary equipment. If is for a lot of things, all in the 

eld of public education. It is not just printing. 

Mr. WiceLeswortH. But the distinction between this item and 
the item we discussed yesterday is that this is at a local level and that 
is at the national level. Is that right? 

Mr. Pererson. That is approximately correct. 

Mr. Wiaaueswortu. We ought to have an overall picture of what 
we are doing in terms of printing and publications. 

Mr. Rooney. Do you lone any of the printed material under this 
item, “Educational services,” here with you? 

Mr. Foutts. No. Actually the items we print under the operations 
appropriation include the cost of getting the material together, plus 
a small amount of money to use for what the Government 
seeding. It is a seeding of the material. 

Those same documents are available to the States through this 
matching fund program. In other words, they can come in and buy 
them on this particular program because we can’t afford to print 
- enough for all the States in the operations account. 

These pamphlets are representative of the things we give in small 
quantities. 

Some of these are technical manuals. We make a few available to 
localities. If they want more they can come back and buy them 
through the matching fund program. 

Mr. Roonry. How much of the million and a half requested in the 
item we are discussing at the moment is for materials which are pro- 
duced under the operations appropriation, ‘Personal services and 
materials?” 

Mr. Foutts. I have a complete list of the requirements for that 
which make up the million and a half. We would have to go through 
it. 

Mr. Rooney. It is important to find out whether or not you are 

ing around twice on this. First you have an appropriation which 
is for the production of this material, the printing of it, all the personal 
services connected with it, and then later on under the guise of educa- 
tional services you are putting out the same material, which would 
indicate to me that there may be something wrong. 

Mr. Prererson. There is nothing wrong, sir, except so far as the 
ability to make a sharp distinction between the two programs. 

Mr. Roonry. I have not heard that sharp distinction made as yet. 
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Mr. Peterson. I say there is nothing wrong except the failure to 
make that as yet 

Mr. Arrken. The last paragraph on page 114 will help explain the 
situation. In this item of public civil defense education, matchi 
funds were available for purchase of all FCDA, and other Federal 
publications. The State can match this ayer yt to buy enough of 
these publications to put them in the hands of their volunteers. 

Mr. Under “Civil defense education services” 
yesterday you told us you wanted $1,205,000 for public civil defense 
education, $505,000 for training, and $290,000 for civil defense staff 
information. That is about $1,900,000. 

Now here in this item you are asking for $1,500,000, which makes 
a total for similar purposes, I would think, of about $3,400,000. 

Mr. Pererson. That is right. Added together, this is still a very 
small amount to do the job we have to do, when contrasted to the 
money spent to sell such a simple thing as Coca-Cola or to explain 
the values of different types of beer or cigarettes. We are dealing 
with one of the most difficult problems in the history of mankind. 

If it meets your pleasure I would like to submit a sharp distinction 
to be inserted in the record. 

Mr. Roonry. We shall be glad to have it. 

(The statement referred to is as follows:) 


DiFrFERENCE BETWEEN THE MATERIALS CONTAINED IN THE OPERATIONS APPRO- 
PRIATION (EDUCATION SERVICES) AND THAT OF THE FEDERAL CONTRIBUTIONS 
APPROPRIATION (EpUCATION SERVICES) 


The operations budget request for education services covers those items 
which are appropriately developed at the national level for the benefit of the 
entire population. Currently, we are requesting funds for a sufficient but lim- 
ifed “seeding” or distribution of public education and training materials. 

The contributions budget request provides funds to match State and local 
expenditures for education of the public through reprinting, adapting, and dis- 
tributing items developed by the Federal Civil Defense Administration, plus 
support for those activities and materials which are appropriately developed at 
State or local level. 

The following will help clarify the differences between the operations budget 
for education services and the contributions budget for education services. 

1. Training —The Federal Civil Defense Administration does not undertake 
the basic and advanced training of civil defense workers in the civil defense 
services. This is done by the States and cities. We assist through contribu- 
tions toward the purchase of equipment needed in such training and the prepara- 
tion of basic training facilities. 

Printed materials such as manuals and lesson plans are developed by the 
Federal Civil Defense Administration for use in such training, but we distribute 
to the States and cities only enough copies to take care of a small fraction of 
such needs. We match State and local expenditures in providing the remaining 
share of local training needs. 

The production of the pilot models and other developmental costs of training 
recommended by the Federal Civil Defense Administration are in the operations 
appropriation request. The funds for multiplying these materials so they will be 
available for local training are in the contributions appropriation request. 

2. Public civil defense education—The Federal Civil Defense Administration 
undertakes to produce only a small portion of the full national need for any 
public civil defense education material. The current operations appropriation 
request does provide for a larger “‘seeding” or distribution program than we have 
been able to do in the past. As a rough rule of thumb, we will attempt to furnish 
25 to 30 percent of total national need. The remaining 70 to 75 percent will be 
contributed by the public service efforts of national organizations, industry and 
through State and local civil defense organizations, with the Federal Civil Defense 
Administration assisting through the contributions program. 
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The utilization of improved warning time through dispersal involves specific 
local public civil defense education materials which are prepared to meet the local 
situation. In this category are local family instructions gvhich include maps 
‘showing routes of movement, locations of assembly areas, as well as information 
on warning signals and protective measures to be taken on the various signals and 


after attack. We would expect that a large share of requests for contributions 
in the public civil defense education area would be for assistance in those dispersal 
—egea ay for the public which will differ from city to city, or from State to 

Mr. Davis. Is there any distinction which can be drawn here 
between the education and training of your civil defense workers and 
general public information? 

Mr. ArrkeN, That is exactly the point. I am sorry I couldn’t 
get toissooner. The program we were weg, * yesterday was a 
general public information type of program. This matching program 
is for the purpose of developing training courses. 

Mr. Rooney. Are you sure it is not the other way around? 

Mr. Prererson. As a matter of fact the two overlap and there is 
nothing wrong in the overlapping. In other words, certain things 
which you develop for one purpose can be used for the other purpose. 

Mr. Davis. But there is a difference there between informing 
people generally and getting them interested in order to get them to 
participate and then giving them an intensive course of training. I 
wonder if that may not be one of the basic distinctions between the 
two here? 

Mr. Wiaciteswortu. Any further questions on education services? 


Mass Care EqQuipMent 


Mr. Wiac.ieswortu. If not, the next item is ‘Mass care equip- 
ment” where you ask for $500,000 compared to $200,000 in the 
current vear and $70,000 in 1953. 

Mr. Peterson. That reflects our desire to evacuate the cities. As 
we evacuate these cities in advance of attack we must be able to shelter 
the people. That of course requires that we feed them and that we 
give them some type of cots and blankets upon which to sleep. 

This is a beginning in that direction. The type of equipment we 
have in mind is set forth on page 117. 

We will need all of the equipment of this type we can get, even 
though we are able to expand the program I spoke to you about 
yesterday. That is the one being developed out in the farm country, 
in Wells County, Colo., where the farmers have already agreed in one 
county to take 200,000 people and feed and shelter them for 10 days. 
We will not be that fortunate in every part of the United States. 
Therefore we will still need equipment of this type to set up temporary 
reception points for evacuees so they can be fed out of Army-type 
messes, or by Army-type messes. It would be done better with 
blankets and Army-type mattresses and to some extent Army-type 
cots. 

Mr. Wiaa.teswortH. Without objection we will include pages 116 
and 117 of the justifications at this point in the record. 

(The pages referred to are as follows:) 


I 
I 


| | 
fi 
n 
c 
] 


221 


Mass Care Equipment 


ESTIMATE, 1955, $500,000 
Program objectives 
This program is intended to furnish to States and communities, on a matching 
fund basis, assistance in financing procurement of limited local stockpiles of equip- 
ment designed for mass feeding stations and simple bedding equipment such as 
cots, mattress pads, and blankets. 


Past accomplishments 

Through the study of the effects of past disasters, war and natural, decisions 
have been made to establish the most feasible tables of organization and equip- 
ment required to furnish simple but nourishing food to victims of disaster on a 
mass basis. A start has been made by the States with Federal assistance, to begin 
stockpiling these minimum essential items of equipment. 
Future plans 

The ultimate goal of this program is to establish local stockpiles of essential 
equipment sufficient to enable local communities to begin emergency feeding and 
lodging operations immediately after enemy attack. The 1955 estimate is 
designed to augment equipment already earmarked and/or stockpiled near critical 
target areas for emergency use. 


Basis of estimate 

In developing the estimate, full consideration has been given to the quantity 
and kinds of equipment which can be expected to be available from surviving local 
outlets such as warehouses, retail stores, hotels, restaurants, private homes, and 
the like. Supplemental feeding equipment requirements such as ladles and other 
accessories can, it is believed, be supplied entirely from such sources. Included 
in the estimate is the kind of equipment needed to provide two types of feeding 
stations—class A designed for fixed stations to feed the victims of attack and 
class B designed for mobile stations to feed civil defense workers. 


Mass feeding equipment 


TYPE A FEEDING STATION 
asoline burners, 2 each at $25 
Stock pots, 20-gallon, 4 each at $25 


Cost per station 
800 stations at $150 50 percent Federal share 


TYPE B FEEDING STATION 
Equipment: 
abiane burners, 2 each at $25 
Stock pots, 20-gallon, 4 each at $25 
Thermal urns (liquid) 10-gallon, 1 at $90 
Thermal urns (solids) 10-gallon, 1 at $80 


Cost per station 
800 stations at $320 50 percent Federal share 
Total feeding equipment 


MASS LODGING EQUIPMENT 


60,000 mattress pads at $4.5050 percent Federal share____ $135, 000 
60,000 blankets at $550 percent Federal share 1 
6,000 cots at $950 percent Federal share 


Total lodging equipment 312, 000 


Total mass care request, Federal share 


| 
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90 
80 

IS. 


222 


Mr. Wiceieswortu. Is this on a 50-50 basis? 

Mr. Peterson. Yes, sir. 

Mr. WicGLeswortH. You propose to spend $500,000 with respect 
to about 800 stations? 

Mr. Peterson. Yes, sir. That is a beginning on that program. 

Wiccieswortn. You have had something before, have you 
not 

Mr. Perrerson. Yes, sir; but it is still in the early stages. 

Mr. Questions? Mr. Davis? 

Mr. Davis. No questions. 

Mr. Mr. Ford? 

Mr. Forp. How do you go about the process of buying, for example, 
mattress pads, blankets, and cots for a specific community if they want 
to join with the Federal Government in such a program? How is the 
procurement arranged, how do you get the source, and so on? 

Mr. Pzrzrson. First we try to get Army surplus. Aside from that 
we buy these items through the General Services, I believe, and 
matching State procurement. 

Mr. Foutts. Yes, on a Federal basis, with the State paying us for 
50 percent of the cost, including transportation cost. 

Ye have had no experience on gasoline burners yet. We may buy 
them through the Army or locally, depending on where we can get 
them at the least cost. 

Mr. Forp. The local community or the individual State makes its 
funds available to the Federal Civil Defense authorities, and you 
combine their contribution with yours and make the procurement? 

Mr. Fouuis. That is practically correct, sir. There is a revolving 
fund to take care of that problem. We reimburse the revolving fund 
with the State share and the share from the appropriation. 

Where it is State procurement, the State goes ahead and buys, sends 
us a bill with the proper ducumentation, and we pay them the 50 
percent. It works either way. 

Mr. Forp. In the latter case what check do you have on whether 
or not the equipment so purchased meets the specifications, lowest 
bid, and so forth? 

Mr. Fou.is. This all comes in on the documentation, Mr. Ford. 
Our form for that requires they show us where they got it. We also 
have prices we will not allow them to exceed. Those are maximum 
prices they can pay for these items. 

Specifications are drawn by us. They must certify to us when 
they order that it meets these specifications at this estimated price. 

We will not pay more than 50 percent of the price which we have 
set, regardless of what they pay for it. 

Mr. Forp. They have authority to go above if they so desire? 

Mr. Foutts. Yes, sir. If they want to get something better and 
we have set a price of $10 for the item, and they want to spend $15, 
that is all right. We will still pay only $5. 

Mr. Mr. Rooney? 

Mr. Rooney. No questions. 


ENGINEERING SUPPLIES AND EQUIPMENT 


Mr. WiceteswortsH. The next item is “Engineering supplies and 
equipment” for which you request $5 million and for which you ap- 
parently had no funds in either fiscal 1953 or 1954. 
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Is this a brand new item? 

Mr. Pererson. No. Previously, Mr. Chairman, we had stockpiled 
engineering supplies, at 100 percent Federal expenditure. 

ast year in our discussions with this committee we talked over this 
program a great deal. As a result we did not buy any engineering 
stockpile items at all this year federally. Now we are proposing that 
this program be carried on through the 50-50 matching program. We 
have 2 or 3 reasons for that. 

One very important reason is that this equipment can be maintained 
more easily if the title rests in the hands of the cities where it is to be 
stored. They become totally responsible for the maintenance and 
care of it and we escape those costs. 

In addition, some of this equipment can be used by cities from time 
to time if they have it on the ground and have title to it. At present 
we are called upon by communities in emergencies to furnish it. Then 
we have to enter into agreements with them to return it in the same 
condition in which it was found, for transportation costs and that 
sort of thing. 

We think it is a smoother and more economical operation to put it 
under the matching program rather than make it 100 percent Federal 
under the stockpiling program. 

This program is subject to some readjustment as the size of these 
weapons increases, and the nature of the attack upon these cities 
changes somewhat. But in this program you will notice we are asking 
for the following items: Lightweight quick coupling pipe. 

After one of these cities has bean bors lied we believe the water system 


will be pretty largely destroyed. We will take light-weight coupling 


pipe, some of it even of aluminum, and throw pipelines around the 
— we can fight fires and get water in for the people remaining. 
e need some pipe for emergency repair on watermains. 

We need waterworks pumps. 

We need water purification units including mobile chlorinators, and 
power generators to service whatever is left of the hospitals in the 
cities and service control centers, mass care and feeding centers and 
first-aid stations, 

Then we are asking for some window closure material for these hos- 
pitals, first-aid stations, and other installations, and some tool kits and 
service items. 

It is estimated that a total requirement for this program in the 
United States is $65 million. At the close of the fiscal year 1953, we 
had spent and stockpiled $6,900,000 worth of equipment in 40 locations 
throughout the courtry. That is the material we would like to turn 
— to the States, and then go into this 50-50 matching program with 
them. 

Detail is to be found on page 120. We had planned to procure 
through fiscal year 1954, $7,400,000 of this equipment. 

We are asking for the fiscal year 1955, $5 million to match with 
$5 million of State and city money. 

I might say as a matter of information to the Congress that right 
now there are several cities in the United States in such far distant 

oints as Pennsylvania and Kansas that are utilizing pipe out of this 
ederal stockpile to augment their city water supplies because they 
cannot get the water in the normal way. We have made this pipe 
and our generators and pumps available on the basis that they pay 
46868—54—pt. 2——15 


224 


the cost of transportation, maintain it and return it in reasonable 
shape. So it is serving some peacetime function. 

Mr. WiacGLesworta. What is included under other engineering 
equipment and maintenance, and under Federal Surplus Property? 

Mr. Pererson. Surplus property is listed because we think we can 
pick up things which will become surplus to the armed services. We 
will have some expense in getting it. 

On page 124 we state, “On a study of selected target cities it was 
found that there would be approximately 500 hospital buildings 
remaining in all critical target areas which could be used for the 
treatment of casualties. These would require 250 40-kilowatt and 
250 30-kilowatt generator units. It is estimated that 1,050 buildings 
suitable for mass care and feeding centers, first-aid stations and other 
civil-defense needs would be in areas without normal electric service. 
These facilities would have varying heat and lighting requirements 
for 15-kilowatt and 5-kilowatt units.” 

a is the basis on which we determine how many of these we 
need. 

After an atomic bomb goes off in Washington there will not be 

wer available in Washington. We will have to maintain any 

ospitals still standing and throw up emergency hospitals 25 and 30 
miles out in the country. 

If there is no power available we must have the generators ready 
to be able to take care of those people. That is generally the manner 
in which we are approaching this. 

Mr. WiacLteswortu. Are all of these items, items that are needed ~ 
only m the event of trouble and which would not be used in normal 
course? 

Mr. Pererson. That is correct. That is one reason we would 
like to put it under the matching program, because then cities can 
replace them with newer items as they become available, perhaps 
find some use for the items that become outdated or supplanted by 
a better model, and the Federal Government won’t just have them 
in dead storage. 


MAINTENANCE OF EQUIPMENT 


Presently this equipment is in dead sto in 40 locations. We 
find whenever you store these things on a + pe prada basis you have 
peabiens of maintaining them, keeping them, and 8, that they 

o not deteriorate. We would like to place the responsibility for that 
in the hands of the cities. 

I should say this: The cities are cooperating very well right now. 
We have entered into contracts with various cities to maintain some 
of this equipment. 

I think one favorable arrangement we have is at Boston where the 
city authorities have agreed to maintain this equipment for us, and I 
believe at no cost as I recall the terms of that agreement with them, 
or at least at a very nominal cost. 

Seattle constructed a building for us. There is a good deal of 
cooperation in this field. ' 

Mr. Wice._eswortu. I am not clear onthisitem. Take the pumps, 
for example, are these pumps which we would need only in the event 
of emergency? 
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Mr. Pererson. Yes, sir; either natural disaster or atomic emer- 
ency. 
y Mr. Wiaaieswortu. They would not be pumps that could be used 
for ordinary fire hazard, for instance? 

Mr. Peterson. No, sir. There is another reason I would like to 
see them in the hands of the city, however. If they did have an 
abnormal situation they could use the property. It would be theirs. 
They would have 50 percent of the money in it. 

I think we are better off as a Federal Government not owning this 
stuff if possible. 

Mr. Wiae.teswortn. Any questions on engineering supplies and 
equipment? 

Mr. Fenton? 

Mr. Fenton. No questions. 

Mr. Mr. Davis? 


TURNING OF EQUIPMENT OVER TO LOCAL AUTHORITIES 


Mr. Davis. This represents a change in the means of handling this 
particular thing, asI get it. In past years the idea has been that these 
are items of equipment to be bought by the Federal Government and 
stored, substantially without use. 

This opens up a little bit different problem, and that is that I would 
gather that these facilities, once obtained, would become the property 
of the local government. Is that correct? 

Mr. Peterson. Yes, sir. 

Mr. Davis. What safeguards do you use to assure that these things 
will not simply be purchased with Federal Government assistance to 
supplant some of these things which the local government would have 
to purchase by itself completely with its own funds? 

Mr. Pererson. I think the nature of these items is such that they 
do not lend themselves very well to injection into the every-day 
operation of the city. 

Take, for instance, a mobile chlorinator. There is no purpose in it 
because they have chlorination in their central water system. 

Or take a generator. There would be no purpose in it because they 
have central power distribution system. 

The only dace where we really got into trouble on that, Congress- 
man Davis, was in the fire-fighting field. There we had difficulty. 
There is no difference between a fire pumper to be used to put out a 
fire started by an atomic explosion and a fire pumper used to put out 
a straw fire or a barn fire. 

Mr. WieeteswortH. But that is not included here? 

Mr. Peterson. That is not included here, sir. 

Mr. Davis. About the only thing I think I can see on the list here 
which might be subject to substitution for what is really local responsi- 
bility might be some of this piping. I wonder if some of that might 
not be subject to abuse by local communities? 

Mr. Pererson. I think the question could well be raised, but the 
need exists for it. This is the best way we have been able to devise 
to go about meeting the need. 

Mr. Davis. That is all. 
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EMERGENCY SUPPLIES AND EQuIPMENT 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 
Appropriation or estimate $20, 000,000 | $27,500,000 | $60, 000, 000 
19, 996, 069 27, 500, 000 60, 000, 000 
Obligations by activities 
Description 1953 actual | 1954 estimate | 1955 estimate 
1. Medical supplies and equipment_._.........-....-.-.--.--- $18. 989,823 | $22, 500, 000 $60, 000, 000 
Obligations incurred os ---| 19,996, 069 27, 500, 000 60, 000, 000 
Obligations by objects 
Object classification 1953 actual | 1954 estimate | 1955 estimate 
FEDERAL CIVIL DEFENSE ADMINISTRATION 
08 Supplies and materials...........-.------.-------2-----+-- $3,521,046 | $17,075,000 | $40, C00, 000 
1, 625, 4, 125, 000 20, 000, 000 
ALLOCATION TO BUREAU OF SUPPLIES AND ACCOUNTS, DEPART- 
MENT OF THE NAVY 
SUMMARY 
$16, 999,043 | $23,375,000 , 000, 000 
Obligations inourred.-_........................--.-.---.- 19, 996, 069 27, 500, 000 60, 000, 000 
Analysis of expenditures 
1953 actual | 1954 estimate | 1955 estimate 
Unliquidated obligations, start of year.....------------------- $45, 536, 666 | $37, 333, 646 $19, 000, 000 
Obligations incurred during the year 19, 996, 069 27, 500, 000 000, 
65, 532, 735 64, 833, 646 79, 000, 000 
Deduct: 
Unliquidated obligations, end of year--.-..------------- ---| 87,333, 646 19, 000, 000 35, 000, 000 
Total expenditures__...-.- 28, 033, 231 45, 833, 646 44, 000, 000 
Expenditures are distributed as follows: . 
Out of current authorizations. _ Pyree 902, 976 15, 000, 000 30, 000, 000 
27, 130, 255 833, 14, 000, 000 


Out of prior authorizations...--.--.-.----------------------- 


Mr. Wicc.eswortu. If there are no further questions we will con- 
sider the third portion of this request which is for “Emergency supplies 
and equipment”’; beginning at page}126 of the justifications, for which 
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there is a request for $60 million as compared with $27,500,000 in 
current fiscal year and about $20 million in fiscal 1953. 

This is the stockpiling item? 

Mr. Prrerson. Ye, sir. We start our justification on page 132 
and then set it out in detail later on. a 

This covers every item that is necessary from a medical stockpiling 
standpoint to meet the threat which our people will face in the event 
of an atomic attack. ; 

It is a very intricate subject. I have asked Dr. Flinn, who heads 
up my medical program, to be here. I think I should say to you first 
that this is part of the program which we project to run to $411 
million to take care of 5 million casualties for 3 weeks. We presently 
have enough medical supplies stockpiled to take care of 2 million 
casualties for 3 weeks. In fiscal year 1955, if you give us the $60 
million we are asking for, we will be able to take care of 3% million 
people for 3 weeks, and this involves every item which we can think 
of that they will need from a medical standpoint. 

In the preparation of these estimates we have the advantage of 
guidance and counsel from a medical advisory committee. 

We also have the support, sympathetic interest and counsel of the 
American Medical Association, and this program is compiled by the 
best experts I know of in the medical field. We now have available 
for the program $106,300,000 worth of medical supplies. ‘This pro- 
gram breaks down, starting on page 137, into the following big areas; 


HOSPITALS 


We would like to buy 531 hospitals, which cost $26,436 apiece, for 
a total of $14,037,570. 

If there is an attack on these major American cities there will be 
relatively few hospitals available following the attack. We will have 
to set up hospitals in schools and churches, 25 to 35 to 50 miles or more 
outside of these great centers, and these will be very conservatively 
furnished hospitals. 

We have one right now established down on the Mall which some 
of you gentlemen have seen. I know Dr. Fenton has seen it. 

{went through it very carefully myself to be sure there were no 
plush items in it, nothing goldplated or fancy. 

It is very simply but adequately equipped to furnish the type of 
service that will be necessary following an attack. 

Mr. Gary. Are those mobile units? 

Mr. Pererson. Yes, sir. They are comprised of items which 
come primarily from the armed services. But they do include such 
items as a mobile X-ray which seems to be very adequate. It worked 
well in Korea during the last war. 

There are other items we can spell out in detail here; 

Mr. Gary. What X-ray equipment do they have? 

Mr. Pererson. They even have fluoroscopes. It has all of the 
items you would need in a hospital to take care of the people, but 
not on the plush basis we have in our present-day peacetime hospitals. 
However, it is on an adequate basis for field hospitals. 

Mr. Wiccieswortn. All of this $60 million is for medical supplies 
as I understand it. Is that right? 

Mr. Pererson. Yes, sir. was just starting to break it down. 
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Mr. WiccLeswortu. Yes, and so far as financing is concerned it 
is wholly Federal money. Is that right? 
MB ETERSON. Completely so. It is a backup stockpile for the 

ation. 

Mr. Taser. Where are you going to put it? 

Mr. Prererson. We have warehouses all over America. We went 
over that yesterday in our operations account. 

Mr. Taser. I saw that list. 

Mr. Pererson. Yes, sir. 

Mr. Taser. That is in the record? 

Mr. Prererson. Yes, sir. We need six hundred-some odd thousand 
dollars for rental for new ones next year. 


DETERIORATION OF SUPPLIES 


Mr. Gary. I understand you have made arrangements with some 
large pharmaceutical firm to handle the stockpiling so that you can 
rotate sed supplies so they will not become obsolete or deteriorate? 

Mr. Prererson. Yes, sir. 

Mr. Gary. Can you give us some idea of what that plan is? 

Mr. Pererson. Yes, Congressman Gary. We are trying to enter 
into a contract now with one big nationwide supplier of antibiotics, 
the main product that deteriorates. We are trying to enter into an 
agreement to keep those alive and fresh, and it appears we can do that 
for about 3 percent of the total cost. 


NUMBER OF HOSPITALS 


Mr. Wiae_eswortu. How many hospitals have we now? 

Mr. Pererson. Of these hospitals we are talking about? 

Mr. Yes. 

Mr. Prererson. We have 100 on order and we have 100 already 
stockpiled. We have 200 now. 


QUESTION OF STATES CONTRIBUTING TO STOCKPILING PROGRAM 


Mr. Rooney. Could I ask a question on that? That was some- 
tion mentioned in the colloquy with Mr. Gary. ' 

Mr. Certainly. 

Mr. Roonry. The word “cots” was mentioned? 

Mr. Pererson. Yes, sir. 

Mr. Rooney. Do you have cots under the stockpiling program as 
well as under mass care equipment? Is it here in the budget twice? 

Mr. Pererson. Yes, but cots are for totally different purposes, sir. 

Mr. Rooney. Well, in one instance the States match the funds 
under mass care equipment, but in the stockpiling item it is a total 
Federal purchase. Is that correct? 

Mr. Prererson. Right. 

Mr. Rooney. Why can’t we have the same contributing with 

rd to the cots for which you ask money in the eh pen, item? 

Mr. Prrerson. In the medical program we match money with 
the States and cities for certain medical supplies, including hospitals 
and including cots. 

Mr. Taser. Why don’t we go the rest of the way, then? 
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Mr. Pererson. Because you can’t go the rest of the way. This is 
a@ national problem, not just the cities unassisted. The attack will 
be made upon some 65 to 85 million Americans. 

Our program is based on this premise: That the cities and States 
take care of their own people for the first 4 hours following an attack. 
They supply the medical supplies for that purpose. 

Then at points lying 4 hours outside of 2 target areas we stock- 


pile the $411 million in materials needed to back up the care of these 
millions of people in the cities. That is the basis upon which we have 
been operating right straight through on this program. 

It would be fine with me if the cities and States would assume the 
full expense, but I do not believe that can be done. I think there is 
a feeling on the part of the people that the Federal Government has 
some responsibility in this field. 


HOSPITALS 


Mr. Wiccieswortu. I notice on page 109 of the justifications 
there is provision for 106 hospitals at approximately $26,436 on a 
50-50 basis. 

Why do we deal with some hospitals on a 50-50 basis and others 
here on a 100 percent Federal basis? 

Mr. Perrerson. We are trying to get these cities and States to 
assume as much responsibility as we can in this field. Particularly 
in the first few hours we would like to have them throw up hospitals 
as rapidly as they could. But they will never be able to take care of 
casualties in the volume we may have. 

One study which was made in this field showed that we could have 
22 million casualties, of which I think 7 million would be dead. 

This all depends on the number of planes that the enemy sends 
against us, size and number of the bombs, and whether we have 
evacuated the people from the cities. 

The problem is going to be tremendous. We will need to use every 
hospital that is still standing, and then we will need every bit of 
money we can get from the cities and States to throw up some hosptials 
of their own, plus the tremendous stockpile we are proposing the 
Federal Government maintain, and which we have already built to 
the extent of $106 million. 

Mr. Wiaeeieswortu. These are all mobile units? 

Mr. Pererson. Yes, sir These hospitals are designed so they 
can be loaded on one trailer and hauled to the point where they are 
to be established. 

Mr. Wiaeteswortu. Where do you draw the line between hospitals 
which you finance on a 50-50 basis and those which you finance on 
a 100 percent basis? 

Mr. Pererson. We do not attempt to draw a line. I will ask 
Dr. Flinn that. 

Dr. Furnn. Our present program is based on 6,000 improvised 
hospitals. They are relatively expensive and so far the States have 
not come in for many although we are hoping they will form a nucleus. 

Mr. Wiaeieswortu. They are apparently coming in on 106 
hospitals. 

Dr. Furnn. Yes. They have bought 93 in the past year and we 
are proposing appropriations for 106 of them in the coming year. 
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Mr. WiaGLeswortH. That is over and above the 200 we have on 
order, stockpiled under this request? 

Dr. Finn. Yes, sir. Our total program at present is for 6,000 
improvised hospitals. We are recommending that 1,000 of these be 
matched by the States and 5,000 be procured for the Federal backup 
medical reserves, which totals 6,000. In each instance we ask for a 
beginning on both State and Federal programs in this budget request. 

Ir. Pererson. We cannot get enough of them, gentlemen, depend- 
ing on the nature of the ar If we do not have the people out of 
the cities we can’t hope to have enough hospitals, even with what 
we propose here. This is very rudimentary. There is nothing in 
them at all that is not of field type. 

Dr. Finn. The first-aid stations the States have been buying— 
they have bought 6,900 so far—are State and city first-aid stations. 
These plus the improvised hospitals to be bought by State and Fed- 
eral Governments will form a nucleus for medical care after an atomic 
omen. They will improvise in the buildings remaining insofar as 
possible. 


OBLIGATION AGAINST VARIOUS MEDICAL SUPPLIES 


Mr. Taser. I would like to see you give us a table for this stuff 
which you are asking for. I would like you to start in and show 
for each of the years this program has been in operation the amount 
of money for each of these items which begin to be detailed on page 
137 and which runs through to the last item on page 141, show how 
much has been actually obligated for each year of your program for 
each of those items, and then show the amount which you have here 
on these pages. 

Mr. Peterson. We will do that, sir. 

(The information requested is as follows:) 


Medical stockpile items listed in the 1955 budget request, 1952 through 1955 


1952 obliga- | 1953 obliga- 1954 obliga- 
Item tions tions 1954 plan tions 1955 request 

1, Improvised hospitals........._|-........-..- $1, 569, 976 $1, 300, 000 $3, 674, 922 $14, 037, 570 
2. Backup reserves... -_-........- $28, 893, 047 1, 006, 953 10, 400, 000 10, 179, 7: 28, 390, 500 
3. Whole-blood equipment... __- 139, 558 1, 164, 320 
4. Blood derivatives. ........_- 21, 400, 426 11, 541, 567 8, 800, 000 6, 300, 000 4, 006, 050 
5. Plasma expanders..........-- 4, 539, 991 2, 560, 009 2, 500, 000 3, 235, 500 2, 575, 000 
6. Intravenous solutions. ______. 896, 627 2, 203, 373 3, 900, 000 3, 192, 805 6, 952, 150 
8. Atropine 100, 000 113, 500 

160,123,271 | 118,975, 328 27,000,000 | 126,722,570 60, 000, 000 


1 Obligations are as at Apr. 30, 1954. 
CARE OF EVACUEES 


Mr. Gary. May I ask one question? The statement was made 
ee, they were not going to stockpile any tents for these evacuees. 
ow are you going to take care of these evacuees who leave the cities? 
Mr. Pererson. We propose to do it in two ways. When you plan 
the evacuation of the city, you must plan in such a way that this 
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person living right here, this person A, knows he is going to an agreed- 
upon point out here a certain number of miles. 

We would use churches, schools, and places of that type. 

As I mentioned here yesterday, in Wells County, Colo., the farmers 
and their wives already have agreed to take 200,000 people from 
Denver, Colo., in one county for 10 days at their own expense. 

If we could get that everywhere we wouldn’t need a lot of these. 
We would need medical supplies but not some of these things we ask 
4 in mass care and shelter. We will not be so fortunate every- 
where. 

We will have to use schoolhouses, churches, and other public 
buildings. 

There is the point where we start feeding and sheltering these 
people. That is our welfare program. 


FEEDING OF EVACUEES 


Mr. Gary. Are you going to have stockpiles of food, cots, and other 
supplies which will be needed? 

Mr. Prererson. We are going to work out those plans in as much 
detail as we can. 

The food problems is one we have not met. There are many other 
problems we have not met. 

One thing which worries me is this: Most of our great food ware- 
houses, finished food warehouses, are in the target area. When the 
bombs go off the food is gone. 

I only add this note: Life will become rudimentary the minute one 
of these bombs goes off. Some of us will be eating beans and mush, 
and side pork instead of bacon and artichokes and fancy things out of 
cans. 

We are not going to be flushing toilets in America and we will not 
be cooking with electricity or gas. 

We are planning on that basis. There is no guesswork about it. 
The fact we do not have all of these programs so we can put them out 
right on the table is no reflection on us. We didn’t invent the atomic 
bomb. This is a totally new thing. These are totally new programs 
in the history of mankind. 

Considerable planning is going on in America and tremendous 
progress is being made in various places in America on these very 
problems you are asking about here. 

However, we do not begin to have them all whipped yet. 

For instance, what will you do about petroleum in the New Jersey- 
New York area? Those petroleum supplies are right down where the 
bombs will go off. 

Planning in this field is not totally my responsibility. ODM has 
a large measure of it. Every city and State has to do planning in 
this field. 

In fact, mankind is just not as far along in planning to meet the 
effects of atomic weapons as he is in the destructive end of this 
business. 

(Discussion held off the record.) 

Mr. Peterson. I think we can whip the problem, gentlemen, but 
it is an uphill fight if there ever was one. 


232 


WAREHOUSING OF MEDICAL SUPPLIES 


Mr. Taser. Where are you going to put all of these medical 
supplies? 

r. Pererson. We will put them in warehouses. We have a large 
number of them already in America. We are asking for a certain 
number next year. 

Mr. Taser. That is on page 137. 

Mr. Peterson. I meant warehouse places. 

Mr. Taser. We discussed that yesterday, did we not? 

Mr. Prererson. Yes, sir; pages 63 and 64. 

Mr. Taser. Bandages and splints and that sort of thing you can 
stockpile in ordinary warehouses; can you do much stock fine of 
medicines? 

Mr. Pererson. Yes, we can, Mr. Chairman. 

In the Territory of Hawaii, the other day I visited in one of those 
mountains above Honolulu the place where they have all of the medical 
stockpile for the Hawaiian Islands. 

We have two-hundred-some thousand dollars worth of Federal 
stockpile there ourselves. 

I saw our supplies being taken care of side by side with the State 
supplies. They are all inventoried and cataloged. They could tell 
you exactly where the items are and what they are. 

They are being taken care of very carefully. They are under guard. 

There they have got the local suppliers to rotate the antibiotics so 
that none get out of date. They are being very well taken care of. 

That is the basis on which we are trying to take care of them. 


Mr. Taser. Can you keep those gy 6 at normal temperatures? 
i 


Mr. Peterson. Yes. There are some biologicals and blood typing 
supplies which have to be refrigerated. We have made arrangements 
for that over the United States in various places. 

It happened in Hawaii, and I mention this only incidentally since 
we started out on this illustration, that in these mountain caves where 
they are stockpiling this material the temperature remains constant 
at about 65 to 68. That took care of their problem there. 

In most places that wouldn’t be true. 

These things can be and are being stockpiled and guarded and cared 
for very carefully by the General Services Administration. We in- 
spect them quite regularly. 

Mr. Taser. Frankly, l'aia not think that you could do anything 
of that kind with that quality of supplies. I can see where you coul 
take care of the hospital supplies, but these medicines and the blood 
plasma, I could not see. 


MEDICAL UNITS 


Mr. Wiaeiesworts. This is 1,500,000 what? 

Mr. Perrrson. Units. A unit is composed of 82 separate items 
and costs $18, and that is to take care of the casualties. The doctor 
can give you the complete data as to items that make up a unit. 

Mr. WicGteswortu. One unit takes care of one casualty? 

Mr. Pererson. That is right. 

Mr. Finn. This is a list worked out by the Department of Defense 
in conjunction with the NSRB and the FCDA to provide a week’s 
treatment for 1,000 casualties. It contains all of the consumable 
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surgical textiles and medical supplies that would be required on an 
austere basis to treat 1,000 casualties. It contains common dressings, 
burn dressings, antiseptics, sedatives such as barbiturates, plasma and 
other lifesaving supplies, and a minimum of instruments. This list 
of 1,000 casualty supplies is being broken down to back up the cities’ 
first-aid stations after the first 4 hours; to back up the improvised 
hospitals after their first few hours, and to back up the expansion of 
any remaining existing hospitals after the first few hours. We are 
planning that the cities will Mave enough materials on hand through 
the contributions program and their own efforts to carry them through 
the first few hours of the unprecedented supply-demand. We in our 
Federal reserves are hoping to have, when the program is complete, 
sufficient backup medical reserves within 4 hours’ distance of each 
critical target area so we can back up all those local facilities for an 
emergency period of 3 weeks. 

Mr. WiaeteswortH. Do you mean that 1,500,000 units will take 
care of 1,000 people, or 1,500,000 people? 

Dr. Fun. This is for 1,500,000 casualties, which added to the 
supplies we now have on hand and which are on order for 2 million 
casualties, will bring our 1955 program up to reserve backup supplies 
for 3% million casualties. 

Mr. Pererson. Each unit takes care of one casualty. 

Mr. Wiaeteswortn. For how long? 

Dr. Furnn. For 3 weeks. 

Mr. Taser, Most of these big cities will be covered by the reserve 
of 3% million? 

Mr. Pererson. Every one. 

Mr. Taser. Be covered to a certain extent? 

Mr. Pererson. That is right, but not fully. I do not know that 
we will ever have them fully covered. 

Here is what we are up against: We are striving to get enough 
medical supplies to take care of 5 million people for 3 weeks, but we 
could get more casualties under certain circumstances of attack if 
there was no warning. ‘This is the way that we have them scattered 
over the United States at the present time, not including those we have 
asked for the next year [indicating]. We have spread them around 
Feoeraphically. We also have small amounts in Puerto Rico and 

awail. 

WHOLE BLOOD AND BLOOD DERIVATIVES 


Now, the other items here, just generally, are whole blood collecting 
uipment. With regard to the blood itself, we join, through the 
ce of Defense Mobilization, with the National Research Council, 
the Department of Defense, and the National Red Cross in this blood 
program. 
r. Taper. What do you get and what do the others get? Is it 
apportioned according to need? 
r. Peterson. That is right. 
Mr. Taper. You get what is left after the current requirement— 
whatever that happens to be? 
Mr. Peterson. We get our proportionate share through agreement 
with those other people. 
At the present time I think we are the only people who are taking 
whole blood. 
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Dr. Finn. We are getting all the blood derivatives that accumulate 
at the present time. 

Mr. Pererson. The Army is not requiring it at the present time. 

Mr. Taser. Nothing more than just routine. 

Mr. Peterson. That is right. 

Now, the blood derivatives. We were just talking about that. 
Up above, we skipped the equipment for getting it, the bottles and 
the donor sets and the typing sets. 

Mr. Wiacieswortu. These figures are all units? 

Dr. Funny. Yes, 500 ce. units. 

Mr. Pererson. The doctor can discuss these in any detail you find 
desirable. We have the plasma expanders, the intravenous solutions, 
the minimum amount of vaccine for protection against biological 
warfare agents, reserves of atropine for nerve gas casualties. The 
only way you can be sure you are alive after an exposure is to inject 
atropine immediately. We have gas casualty treatment at the bot- 
tom of page 140, and finally, the emergency sanitation supplies and 
equipment to prevent serious disease outbreaks. This is all purchased 
through military channels. In this program we have the concurrence 
of the American Medical Association plus our own medical advisers, 
and we draw upon the experience of the Army in wartime and we get 
experience data from natural disaster areas around the world. ‘There 
is nothing fancy anywhere in this program. It is a down-to-earth 
program, as much so as we can get it. 

e best witness that I could introduce would be your own Member, 
Dr. Fenton, who is familiar with this program, I think, and has seen 
part of it first-hand. 

Mr. Fenton. I think that Dr. Flinn has done a swell job. 

Dr. Fury. Thank you, sir. 

Mr. Taser. You are going to give us the table we asked for? 

Mr. Peterson. Yes. 

Mr. Taper. Following the figure for 1954 you should give us the 
obligations broken down by items as they appear on pages 137 plus, 

r. Peterson. We will do that, sir. 


DISASTER RELIEF 


There are 1 or 2 other things that I would like to take up, if I 
may have the privilege. I do not know whether there is any neces- 
sity for going into it all here, but in the back of this book we have a 
section called disaster relief. We are the custodians of the Presi- 
dent’s emergency fund. We do that under his direction, and we do 
it without the employment of any other people. We have two full- 
time employees paid out of the percentage of the fund that we are 
permitted to deduct. We have the responsibility for the President 
of coordinating all the governmental agencies in the relief of natural 
disasters, such as floods, fires, tornadoes, earthquakes, and other 
natural disturbances and disasters. 

I call attention to that because the money is not appropriated to us. 
It is appropriated to the President, but we are his agents for that 

urpose. 
F The other thing I would like to say is that we have appreciated this 
opportunity to appear before your committee. If you grant us 
everything we ask, we will still be a long way from being prepared to 
withstand a possible atomic attack on America. We will do the very 
best we can with whatever you provide for us. 


Cc 
t 
0 
| 


235 


HOUSING OF OFFICE OF FEDERAL CIVIL DEFENSE 


We are presently located in an apartment house building at 1930 
Columbia Road in Washington, and that building should be returned 
to its owners. We are going to have to move. Personally, I think 
that we should get out of it. I think that it should be returned to 
the people who built it. The rent is high. 

There are a number of considerations involved in moving. First, 
the Office of Defense Mobilization has said that as a security agency 
of the Government we should move 20 miles beyond a 10-mile circle 
drawn around the target area of Washington with the Capitol as the 
center. This would be 30 miles from the Capitol. We have at Olney, 
Md., at present a staff school, a rescue street, some other buildings 
and a communications center. 

Mr. Tazser. How far out is that? 

Mr. Pererson. Nineteen air miles from the Capitol. It was my 
hope until the ODM laid down this principle that we could have our 
headquarters out there because we would be outside the target area. 
We do not need to be downtown, but we need to be as close to Wash- 
ington as possible. We get our money here. 

That is one injunction that we are under. The other is this: The 
President has said generally he prefers to see any Federal agency that 
needs =o utilize some existing building standing idle. I 
personally am in agreement with that, everything else being equal. 

Now, ideally, this Agency should be located some place out close to 
High Point. That is our secret installation where we have our com- 
munication center and our command post in case of war. If we could 
be located in some small community it would be ideal. There is 
presently before the Congress a bill that provides for the construction 
of buildings on a purchase-lease basis. And should that bill pass in a 
proper form, the General Services Administration could build us a 
utilitarian type of building out in that neighborhood. 

In the meantime, however, we are under some compulsion to get 
out of the building we are in. We have been looking all over the 
country for some place to go. The best place we have found, and I 
understand you and some members of the committee were on the 
ground the other day, is Indiantown Gap. This would be a tem- 
porary place in a hospital area now standing idle that belongs to the 


y. 

The reason that Indiantown Gap, in the Harrisburg, Pa., area, is 
good for us is that, assuming we cannot go to Olney, our communica- 
tions network channels up to Harrisburg, where it ties into the A. T. 
& T. and the nationwide system. If we were to be located at Har- 
risburg or Indiantown Gap, communicationwise it would not cost us 
another penny. 

Now, if we go any place in America we immediately run into an 
increasing communications cost. 

(Discussion off the record.) 

Mr. Peterson. We have appreciated your courtesy and have 
enjoyed appearing here. This is rather unusual procedure for me. 
I have usually been on the other side of the table interrogating the 
witnesses, tat maybe it is a good thing for the second time to be om 


the receiving end of the interrogations. 
Mr. Taser. The committee will stand adjourned. 
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SUBCOMMITTEE ON INTERIOR DEPARTMENT APPROPRIATIONS 


BEN F. JENSEN, Iowa, Chairman 


IVOR D. FENTON, Pennsylvania MICHAEL J. KIRWAN, Ohio 
HAMER H. BUDGE, Idaho W. F. NORRELL, Arkansas 


Turspay, Aprit 27, 1954. 
DEPARTMENT OF THE INTERIOR 


Bureau or 


WITNESSES 


DEXHEIMER, COMMISSIONER 

. F. McPHAIL, ASSISTANT COMMISSIONER 

CROSTHWAIT, ASSISTANT COMMISSIONER 

. W. LINEWEAVER, ASSISTANT TO THE COMMISSIONER 

. DOMINY, CHIEF, IRRIGATION DIVISION 

. B. BENNETT, JR., CHIEF, PROJECT DEVELOPMENT DIVISION 

. M. CLINTON, REGIONAL DIRECTOR, BILLINGS, MONT. 

A. R. GOLZE, CHIEF, PROGRAM COORDINATION AND FINANCE 
DIVISION 


CONSTRUCTION AND REHABILITATION 


Mr. Jensen. We have before the committee this morning Mr. W. A. 
Dexheimer, Chief of the Bureau of Reclamation, and his staff. The 
purpose of the hearings is to hear the Bureau of Reclamation witnesses, 
and such other witnesses as have asked to come before the committee, 
in justification of a number of supplemental items which were not in 
the regular bill, and which have been recommended by the Bureau of 
Reclamation to be included in the 1955 budget. 

This supplemental request, which is contained in House Document 
No. 361, is for a total amount of $1,825,000, to cover 5 projects or units 
of projects. Without objection we will insert in the record House 
Document 361 at this point. 

(The material referred to follows:) 


[H. Doe. 361, 83d Cong., 2d sess.] 


PROPOSED SUPPLEMENTAL APPROPRIATION FOR THE DEPART- 
MENT OF THE INTERIOR 


CoMMUNICATION FrRoM THE PRESIDENT OF THE UNITED States TRANSMITTING 
A Proposep SupPLEMENTAL APPROPRIATION FOR THE FiscaL YEAR 1955, IN 
THE Amount oF $1,825,000, ror THE DEPARTMENT OF THE INTERIOR 


Tae Wuite House, 
Washington, March 81, 1954. 
The SPEAKER OF THE House oF REPRESENTATIVES. 


Str: I have the honor to transmit herewith for the consideration of the Congress 
a proposed supplemental appropriation for the fiscal year 1955, in the amount of 
$1,825,000, for the Department of the Interior, in the form of an amendment to 
the budget for said fiscal vear. 

The details of this proposed appropriation, the necessity therefor, and the 
reasons for its submission at this time are set forth in the attached letter from 
Acting Director of the Bureau of the Budget, with whose comments and observa- 
tions thereon I concur. 

Respectfully yours, 
Dwicut D, E1s—ENHOWER. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BurREAU OF THE BupGeEt, 
Washington 25, D. C. 
The PRESIDENT, 
The White House. 

Sir: I have the honor to submit herewith for your consideration a proposed 
supplemental appropriation for the fiscal year 1955, in the amount of $1,825,000, 
for the Department of the Interior, in the form of an amendment to the budget 
for said fiscal year, as follows: 


DEPARTMENT OF THE INTERIOR 


BUREAU OF RECLAMATION 


Original 
Heading estimate Change to— 


Construction and rehabilitation $121, 838,000 | $123, 663, 000 
(At the end of the paragraph under this heading 
add the following proviso:) 
:Provided further, That no part of this appropriation 
shall be used to initiate construction of the ne Valley 
unit, Montana, until execution of a contract requiring 
repayment, within fifty years of completion, of not less 
than 80 per centum of the cost (without interest) allocated 
to irrigation on said unit. 


Since the 1955 budget was submitted to the Congress further consideration has 
been given to the initiation of works on additional reclamation projects and to 
certain urgent rehabilitation and betterment needs. Studies on the Missouri 
River Basin development have also been continued. It has been determined that 
work should now proceed on certain projects. The amounts necessary in fiscal 
year 1955 for these projects are as follows: 

Bluff unit, Wyoming 

Heart Butte unit, North Dakota 

Helena Valley unit, Montana 

Sargent unit, Nebraska 

Humboldt project, Nevada, rehabilitation and better- 


I recommend that the foregoing proposed supplemental appropriation be trans- 
mitted to the Congress. 
Respectfully yours, 
Row HuGues. 
Acting Director of the Bureau of the Budget. 
Mr. Jensen. Mr. Dexheimer, do you have a statement you would 
like to make at this time? 


GENERAL STATEMENT 


Mr. Dexuermer. Mr. Chairman, these small units would give us 
some additional irrigation and would help greatly in taking care of 
these approved projects that have been waiting for some time. In 
some cases the irrigators have already signed repayment contracts. 
In others they have indicated their willingness to do so. While these 
are comparatively small units, we are quite anxious that the Bureau 
of Reclamation be given some new starts in order to keep our program 
going, and we feel that this is about the very minimum of program 
that would be helpful along that line. 


|_| 
| | 


238 


BLUFF UNIT, WYOMING 


Mr. Jensen. Yes. The first project on the agenda is Bluff unit, 
Wyoming. The total cost is estimated at $886,000, and the budget 
request for 1955 for this project is $157,000. 

ithout objection we will insert pages 2 through 6 of the justifica- 
tions into the record at this point. 

(The material referred to follows:) 


Missourrt River Basin Prosecr, Unit, Wyomina 


PROJECT DATA 
Location 


A narrow strip of land above the existing Bluff Canal along the west bank of the 
Bighorn River. The unit extends approximately 8 miles downstream from a 
point on the river about 4 miles southwest of the town of Worland, Wyo. 
Description 

The Bluff Irrigation District now operates an existing old loose rockfill diversion 
dam across the Bighorn River, and an existing Bluff Canal. The dam is costly to 
maintain or reconstruct and is to be abandoned. The plan is to enlarge a portion 
of the Bluff Canal and connect it, with 0.9 mile of new canal, to the existing 
Hanover Canal of the Hanover Irrigation District. The Hanover Diversion 
Dam and upper 3 miles of the Hanover Canal will be common to both the Bluff 
and Hanover units and enlargement of the upper Hanover Canal will be required 
in order to serve the Bluff unit. 

This plan will provide a full water supply for 1,242 new acres in the Bluff unit 
and continue a supply to the existing Bluff Irrigation District lands. It will be 
necessary to reconstruct and operate the upper portion of the Hanover Canal as 
a part of the Bluff unit until such time as the proposed authorized Hanover unit 
can be constructed. The two units will then be able to divide the cost of operating 
and reconstructing the joint works. 


Status 


The definite plan reports for both the Bluff and the Hanover units have been 
completed. Land classification has been completed and was certified by the 
Secretary on December 14, 1953. All detailed studies have also been completed 
and preparation of designs for the Bluff unit is underway. 

Repayment 

Negotiations leading to execution of a water service and repayment contract 
are underway and will be completed prior to start of construction. 

Amount to be repaid and repayment period: A 40-year repayment contract 
with not to exceed a 10-year development period will be negotiated to provide for 
the payments of distribution system costs assigned for payment by irrigation. 
Additional construction payments will occur in connection with water-service 
charges to be paid by the district. 


Repayment of costs allocated to irrigation on the Bluff unit: 
Missouri River Basin project pooled power revenue 


Repayment costs per acre: 
Federal investment per acre 
From power revenue 
Annual water user charges: 
Jonstruction 
Operation and maintenance. 


Increased net income per acre resulting from project irrigation (payment 
capacity), $11.43. 
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$652. 00 

239. 00 

383. 00 

4. 70 

7. 40 


History of project development 
Initial date: 
Planning. 1939 
Advanced planning, 1951 
Construction, 1955 
Date of functional completion of construction, fiscal year 1957. 
Fiscal year and amount of initial allotment of appropriations for construction, 
fiscal year 1955, $157,000. 


Original estimated cost $100, 000 
Allocation of cost: Irrigation 100, 000 
Allceation of cost: 
Irrigation 
Fish and Wildlife 


The total estimated cost of the Bluff unit has been increased from $662,000 to 
$886,000. This change is the result of more Cetailed stucies, the inclusion of the 
cost of rehabilitating the first 3 miles of the upper Hanover Canal which was pre- 
viously included in the cost of the Hanover unit, and the increase in construetion 
price trencs plus the transfer of distribution lines and substations to the unit 
from Transmission Division since a wheeling agreement has been reached with 
Mountain States Power Co., to serve this unit. The increase includes $110,000 
for the Hanover unit. 


Schedule of development 
Irrigation (acres) —full: 
Through fiscal year 1953 
Fiscal year 1954 
Fiscal year 1955 
Ultimate 


Estimate for construction and rehabilitation 


Summarized financial data: 
Total obligations to June 30, 1953 43, 544 
Prior year balance available 


Total obligations, fiscal year 1954 


Supplemental allotment, fiscal year 1955 


Total obligations fiscal year 1955 
Balance to complete 


JUSTIFICATION OF ESTIMATE 


Work proposed, fiscal year 1955 


Designs and specifications will be prepared early in fiscal year 1955 and con- 
struction will be initiated late in the fiscal year on all features of the unit including 
enlargement of the first 3 miles of the upper Hanover Canal. 


Justification 


Completion of the Bluff unit will stabilize the local economy and permit a 
needed expansion of the agricultural and livestock economy of the Bighorn Basin. 
The irrigation of 1,242 acres will provide 5 new farms and will make it possible 
to increase the size of 8 existing farms with headquarters in the Bluff Irrigation 
District. The average precipitation in this area is 8.20 inches per year which, 
without irrigation, makes crop production impossible. The unit is yart of an 
overall coordinated plan which provides for the maximum utilization of the water 
resources of the Boysen unit and the Bighorn River. 
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Schedule of construction program, fiscal years 1954 and 1955, Missouri River Basin 
project, Bluff unit, Wyoming 


(1) 


Construction program: 
Bluff pumping plant No. 1__.-..-- 


Farm unit development 
Distribution lines and substation 
for pumping plant No.1 
Distribution lines and substation 
for pumping plant No. 2... 


3 888288 S38 


3 


a 


Total expenditures 
Total obligations 
of financing: 


RELATION TO HANOVER UNIT 


Mr. Jensen. Explain the relationship of this unit to the Hanover 
pane | a both of them be built to make the Bluff unit economically 

easible 

Mr. Dexuermer. I would like to ask Mr. Clinton, our regional 
director of Billings, Mont., to answer that. 

Mr. Curnton. Mr. Chairman, they were originally to be built as 
one unit. The main reason is because they have a common diversion 
structure, and the upper end of an old canal that will be rehabilitated 

ill also be a common structure serving both units, the Hanover unit 
and the Bluff unit. 


PROJECT LOCATION AND DESCRIPTION 


Mr. JensEN. Where is this project located? 
Mr. Curnton. It is located on the Bighorn River, near Worland, 


0. 

Mr. JENSEN. What is the nature of the project? 

Mr. Curnton. It will involve irrigating a strip of land above the 
old canals that have been serving irrigated land in the valley for 
many years. 

The Hanover unit involves the enlargement of the Hanover Canal 
down to a point where the pumping plant would lift water up on to 


her lands and be served by a new canal. 

he Bluff unit would also involve enlarging a reach of the Old Bluff 
Canal with two pumping = put along that canal that would 
serve a strip of land on the higher bench overlying the old canal. 


Program budget year, 1955 
Program ite ated | June 30, | current Supple- 
m mal une 30, pp com- 
year, | Original Total 
total | 1953 | ‘1954 | budget Pree nor budget | Plete 
Program | program |Progsram 
| (2) (3) (4) (5) (6) (7) (8) 
3125, 000 | $25,000 | 425 

Bluft pumping plant No. 2........) 44,000 2, 855 12, 000 28, 845 
Bluff 160,500 | 14, 426 22,400 | 122,374 
Upper Hanover Canal rehabilita- 

Lateral No. 1 and sublaterals....._| 144,000 | 10, 362 1,000 |....--.-. 25, 200 | 107, 438 
Lateral No. 2 and sublaterals._....| 87,000 7, 853 | ie 19, 700 58, 847 
Subsurface 97,000 5, 711 11, 500 79, 089 
Surface drains.....................| 31,000 1, 905 ae 6, 500 22, 395 

3, 000 25, 000 

21, 600 1, 428 OP dautennd 4, 000 16, 122 

22, 400 1, 428 go 5, 000 15, 922 

Total cost...................--| 886,000 | 53, 743 5,000 |.....-... 152,300 | 674, 957 

‘Transfers, credits, and other expendi- 

-----.--------| 887,000 | 43. 544 5,000 |.........| HL 000 | 157.000 | 681, 456 

} ---------.----.| 887,000 | 43, 544 5,000 |....-..--| 157,000 | 157,000 | 681, 456 

Allotments required 157,000 | 157.000 | 681, 500 
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Mr. Jensen. How many acres are involved in this project? 
Mr. Cuinton. The Bluit unit involves 1,242 acres, Mr. Chairman, 
and the Hanover unit involves 6,153 acres. 
Mr. Jensen. Is this supplemental water? 
. Ciinton. No, this is new land, Mr. Chairman. 
. JENSEN. This is all new land? 
. Cuinton. Yes, sir. 
. JENSEN. All of it? 
.Cuinton Yes, sir. 
. JENSEN. There is a total of how many acres in the two units? 
. Cuinton. There will be approximately 7,400 acres in the two 


COSTS AND REPAYMENT 


Mr. Jensen. What will be the per acre cost? 

Mr. Curnton. On the Bluff unit, approximately $710 per acre, and 
on the Hanover unit, $375 per acre total construction cost. 

Mr. Jensen. The cost on the Hanover unit is how much? 

Mr. Cuintron. The cost on the Hanover unit is $375 an acre. 

Mr. JensEN. What is the length of the payout period? 

Mr. Curnton. I do not have the total payout period here, Mr. 
Chairman. I do have figures on what they can pay in a 50-year 

eriod, with a 10-year development period, in other words, in 40 years. 
‘Would that be satisfactory, Mr. Chairman, as to how much of the total 
cost they can pay? 

Mr. Jensen. All right. 

Mr. Cuirnton. On the Bluff they would pay $148 per acre in a 50- 
year period. 

Mr. Jensen. And how is the rest of it to be paid? 

Mr. Ciinton. Through power revenues from the Missouri River 
system, or an extension of the payout period. 

Mr. JENSEN. Do you consider that the amount you are proposin 
to change to irrigation is the full amount that the irrigators can affo 
to pay 

Mr. Curnton. The figures that we are using, Mr. Chairman, we 
feel are up to the maximum payment capacity of the landowners and 
the irrigators. 

(Discussion off the record.) 


FORMATION OF IRRIGATION DISTRICT 


Mr. Jensen. Has an irrigation district been formed? 

Mr. Curnton. No, it has not yet, Mr. Chairman, but we do have 
resolutions from the landowners saying that they are willing to form 
an irrigation district as soon as construction money is appropriated. 

They have started action along that line in the form of petitions and 
have it to the point of petitioning the court asking that a district be 
formed, and a hearing will be held next month, along the middle part of 


ay. 

Mr. JENSEN. The petitions have not been circulated yet? 

Mr. Curnton. Yes, they have been circulated. 

Mr. Jensen. But they have not been completely signed up; is that 


right? 
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Mr. Cuiinton. The percentage that is signed up is very high. 


Mr. Jensen. Is there any marked opposition to this project? 
Mr. Curnron. None. 


REPAYMENT SCHEDULE 


Mr. Jensen. What is the repayment schedule for the Bluff unit? 
Just how much do the irrigators pay, and how much is supposed to 


come out of power revenues? Is there anything charged off to flood 
control, recreation or anything else? 


Mr. Curnton. No sir. 

Mr. JENSEN. Give us the picture of it. 

Mr. Curnron. First, Mr. Chairman, I would like to correct the 
figures which are shown on page 3 of the justification. 

The $772,000 total cost given on that page does not include the 
common portion of the old canal that must be enlarged to serve both 
the Hanover and the Bluff units. 

Mr. Jensen. How much does that amount to? 

Mr. Curnton. It amounts to $110,000. So, if the Bluff unit is 
built first that money will have to be expended for that purpose, so 
that would add $110,000 to the cost bringing the total up to $882,000, 
and dividing that figure by the acreage in the Bluff unit the cost would 
be $710 per acre. 

Of that amount the water users will pay $148 per acre during a 
50-year period, allowing a 10-year development period. That 
amounts to 21 percent of the total cost. The remainder to be paid 
from Missouri Basin power revenues or by additional contracts 
amounts to $562 per acre. 

Mr. Jensen. Now these two units, the Bluff unit, and the Hanover 
unit, as I understand it, must be tied together? 

Mr. Curton. Yes, eventually. 

Mr. Jensen. By a common canal? 

Mr. Curnton. Yes, sir. They have a common diversion works, 
and the upper 3 miles of the old Hanover Canal will be the common. 
carriage works for both the old Bluff and Hanover Irrigation Districts, 
as well as for the two areas of new land. 

Mr. JENSEN. One without the other cannot be classed as a feasible. 
project; is that right? 

Mr. Curnton. I would say it this way, Mr. Chairman, that the Bluff’ 
unit is less feasible if it is to be built by itself and has to stand the full 
cost of enlarging the common canal. 

Mr. Jensen. Could a repayment contract be developed for the Bluff 
unit separately? 

Mr. Curnron. We think so. The landowners would much prefer, 
of course, to have both units built and the cost of that common canal 
shared between them, but we have indications that the people under: 
the Bluff Cana] would go ahead and enter into a oi pcos contract 
by themselves, but they would very likely ask that that contract be 
amended if and when the Hanover unit is built, and for them to share. 
those joint costs with them. 

Mr. Jensen. Of course, a great deal depends on the power rates 
which will, of necessity, have to be raised for the Missouri Valley 
power in order to pay out these ns ome according to law. Because of 
the terrific additional cost of powerplants, irrigation 
projects and everything else related to a multiple-purpose. project, or- 
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\ 
even a plain irrigation project, we have quite a problein to overcome. 
The present rate, or the proposed rate, at least, for the Missouri River 
power is 5% mills. By no stretch of the imagination can all of these 
urigation projects be paid for with 5%-mill power. 

It is a little difficult for this committee or the Congress to appro- 

_ priate a lot of money for irrigation projects, or multiple-purpose 
projects, any place in the United States until such time as the power 
rates are adjusted. We are in this situation; if we raise them too much 
we price Federal power out of existence, off the market, and that is a 
thing that we have to keep in mind all the time. 

I have no doubt but what these projects are average good projects, 
as reclamation projects go. I wonder if your people are aware of the 
fact that possibly 75 percent of the cost of these proposed units must 
be paid out of power revenues. 

Mr. Curinton. Yes; they are aware of it, Mr. Chairman. 


COST OF POWER FOR PUMPING 


Mr. Jensen. Now, also, those same people are going to use federally 
produced power from the Missouri Valley power projects. 

Mr. Cuinton. That is right. They will depend on it for their 
pumping power. 

Mr. JENSEN. Do you think they would be willing to pay, say, 
7% mills for the power? 

Mr. Curnton. They are expecting to receive power at our pumping 
power rate which is being used in the Missouri Valley now at 24 mills 
per kilowatt-hour. 

Mr. JENSEN. 2} mills? 

Mr. Curnton. Yes, sir. 

Mr. Jensen. For pumping? 

Mr. Curnton. Yes, sir. 

Mr. Jensen. I mean for all other uses, in addition to pumping. 
Of course, they understand that this 2% mills for power for irrigation 
pumping is not a permanent rate. 

Mr. Curnton. That is right. 

Mr. JensEN. The Federal Power Commission has the say over that, 
and must agree as to what the rate shall be. 

I would like to tell these people that if they are to receive funds 
for these projects, they are going to have to pay more for the power 
they use as time goes on. Just when that power rate will be put 
into effect I do not know, but without doubt that increased power 
rate will be put into effect before this project is completed. 

Mr. McPuai. May I make a comment at that point, Mr. 
Chairman? 

Mr. Jensen. Yes. 

Mr. McPauat. In this area, which is in the western division of 
the Missouri River Basin, the rates are now between 7 and 7.5 mills. 

Mr. JeNsEN. For Federal power? 

Mr. McPuat. Yes, for Federal power. They have always been 
at that level or higher. They were never at the 5}-mill level which 
exists in the eastern portion of the area. 

Mr. JENSEN. From where do they get their power? 

Mr. McPuatw. They get their power from the Bureau of Recla- 
mation, 
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Mr. Jensen. I know, but from what dam? 

Mr. McPuatt. It is from the system powerplants on the Shoshone, 
Riverton, Kendrick, North Platte, and Colorado-Big Thompson 
projects. 

Mr. Jensen. They get it out of that big grid system? 

Mr. McPuatn. Yes, sir. 

Mr. Jensen. You say the power rates are what? 

Mr. McPuat. Between 7 and 7% mills. 

Mr. Jensen. Of course, it is very possible that those rates will have 
to be raised. 

Mr. McPuat. That could be; yes, sir. I just did not want to have 
the impression left that they were at the 5% mill level now. 

Mr. JeNseN. Yes; and the committee is glad to have that informa- 
tion. 

RELATIONSHIP OF BLUFF AND HANOVER UNITS 


If we make money available for the Bluff unit we are actually 
appeceneting for the Hanover unit, are we not? 

Mr. Curnton. Yes, sir. To the extent of $110,000, Mr. Chairman, 
for that portion of the main canal which has to be enlarged from the 
diversion works. 

Mr. Jensen. We would also be committed to build the Hanover 
unit. 

Mr. Curnton. If the Hanover unit is not completed, the Bluff unit. 
will have to pay all of this $110,000. 

Mr. Jensen. What unit do you consider the most important? 

Mr. Curnton. I would not like to see one built without the other 


Mr. JensEN. One without the other would not make an economically 
feasible operating project? 

Mr. Curnton. That is correct and the local people feel the same 
way about it. Their desire has been to get both units built con- 
currently. 


BASIS FOR POWER RATES FOR PUMPING 


Mr. Buper. Mr. Clinton, or Mr. McPhail, how was this 2 mill 
pumping rate arrived at? 

Mr. McPuait. Mr. Budge, that was originally approved when the 
costs of the Missouri Basin project were estimated to be very much 
less than they now appear to be. It was estimated as a rate which 
would pay the operating and maintenance costs and contribute a sub- 
stantial amount against irrigation repayment without interest. As it 
now stands, as near as we can tell, it is about sufficient to pay the 
operation, maintenance and replacement costs with only a very small 
margin, if any, above that. 

Mr. Buper. Do you feel that those rates will be raised in the 
foreseeable future? 

Mr. McPuait. I really cannot answer that. It is a question of 
how investments in the facilities to provide that service are considered 
in relation to other irrigation investments; whether repayment. will 
be picked up by excess commercial power revenues, as would be other 
investments in irrigation which cannot be paid by the water users. 

I do not have any direct answer to your question, Mr. Budge; I 
am sorry. 

Mr. Bunas. If it is revised, or has to be increased substantially, 
what would happen to the feasibility of this type of project? In other 
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words, how paperiens to the feasibility of this project is the low 
pumping rate of 2 mills? 

Mr. McPuat. I would suggest that Mr. Clinton answer that. It 
would have a direct effect upon the operation and maintenance costs 
each year. 

Mr. Cunton. The current estimate for operation and mainte- 
nance, which includes the pumping power delivered, would go up, 
and their payment capacity would still remain the same So the 
result would be that total payments to be applied on construction 
would go down and your $148 figure on the Bluff unit would go down. 


REPAYMENT PERIOD 


Mr. Bupar. Assuming a 40-year repayment contract with a 10- 
year development period in this type of contract, would the payments 
from the water users then cease at the end of 50 years? 

Mr. Cuinton. We can write either type of contract, and it has been 
the practice in the Missouri River Basin to write both contracts. One 
actually is a 40-year period, and another one picking up at the end 
of that period and running it for another 40 years. it would return 
more money to the Treasury from the water users through that second 
40-year contract. 

Mr. Buper. Why should not the water users be required to pay as 
long as there is an indebtedness against the project? 

Mr. Cuinton. That could be done, but in a case like this it would 
run to an excessively long repayment period. It would be well over 
100 years. The practice, so far in the Missouri Basin, has been to 
only run 2 contracts through a total period of 80 years. 

Mr. Bune. You feel, then, that this project would not be paid 
out in less than 100 years? 

Mr. Curnton. It would be about 80 years. 

Mr. Bupae. You see, if we have $148 per acre from the water users, 
and $562 to be picked up later from the power revenues, and if the 
operation and maintenance charges go up by relating power charges 
to the increased costs of the Missouri River project, which Mr. 
McPhail just referred to, then what is to be received from the water 
users must, of necessity, go down, which adds to your power revenue 
cost. 

I hope there is enough power in the Missouri River Basin to pay 
off these projects even in 100 years, but it would seem rather problem- 
atical. If the power rates have to be increased, certainly then, 
your repayment period increases again. 

r. Dexuermer. Mr. Budge, i would like to say that we are 


a re the whole Missouri Basin from a pay-out standpoint 


with idea of checking into just what you are talking about to see 
how much revenue we may have. We realize, of course, that there 
are still several desirable power projects coming in, authorized now or 
under construction, which will produce power at a reasonably low 
rate, and with those powerplants coming in the system rate will 
not have to be revised for some time to come, and they will return a 
great deal of revenue for other purposes. 

Mr. Bupes. Mr. Dexheimer, you would not have any projects 
in the planning stage now which would produce power for this irri- 
gation pumping at the rate of 2% mills, would you? 
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Mr. Dexueimer. Not in this area, no, sir. In the whole Missouri 
‘system, including the Eastern Division, there are some very cheap 
producers. 

Mr. Bupes. I knew that the Bureau and the Department were 
making a study of the Missouri River Basin, and I sincerely hope 
that these things will work out, but using this project as an example 
it would look as though your repayment period could very well be 
in excess of 100 years rather than the 40-year period which is set 
eH the justifications; 40 years, plus a 10-year development 
period. 

Mr. Dexuermer. You understand, of course, that this Bluff unit 
only involves 1,242 acres, and they would have to stand the cost of 
these common facilities, amounting to $110,000, while if these 6,000 
or more acres were included the cost would be reduced somewhat, 
their requirement to pay per acre would be reduced. 

Mr. Bupa@e. Actually the Hanover unit is far more feasible than 
this one. This one only comprises five farms at a total cost here of 
$882,000, and the Federal cost per acre is far greater in the Bluff unit 
than in the Hanover unit. 

Mr. Dexuermer. Yes, sir. 

Mr. Bunge. That is all, Mr. Chairman. 


POWER RATES 


Mr. Jensen. It is always unpopular to talk about additional 
charges for anything, whether it be power or anything else, but it is 
the responsibility of this committee, to see to it that we spend the 
people’s money in the first instance for a project that will pay out. 

ow, Mr. McPhail, I note in the hearings on the regular bill that 
power from the Colorado-Big Thompson project is furnished at the 
rate of 7.1 mills. That rate is to be charged in the fiscal year 1955, 
and then you propose to reduce it to 5.4 mills ultimately. 

Now, how can you assume that power rates will be reduced, when 
I think it is common knowledge of everyone who has looked into tbis 
matter that they have to be raised? I do not believe it would be quite 
fair to the power users to give them the idea that they were going to 
get power from the Colorado-Big Thompson project ultimately for 
5.4 mills. That is supposed to be the cost of firm power. 

Nonfirm power for the fiscal year 1955 will cost 4.3 mills, and accord- 
ing to your testimony on this project in the regular hearings, you 
propose to ultimately charge 3.3 mills for nonfirm power. 

Mr. McPuatit. Mr. Chairman, I can answer that. 

I believe, if I recall rightly, that I touched on that in the previous 
hearings. 

For the purpose of a pay-out study of the Colorado-Big Thompson 
project, it was indicated that that project could pay out with the 
retention of the 7.2 mills or 7.1 mills, I forget which, for a time and 
then ultimately could be reduced to a rate which would be equivalent 
to that now prevailing in the eastern division. 

However, that was for the purpose of a conservative pay-out study 
only, and so far as I know contained no promise that the rates would 
ever be reduced to that level. 

Mr. Jensen. Here is the situation in a nutshell: We have heard 
a good deal about the Colorado-Big Thompson and the payout 
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according to the rate schedule that you have set. Here we are 
appropriating money for many irrigation projects in that area and 
the greater portion of those projects is to be paid for out of power 
revenues, not only from the Colorado-Big Thompson project but from 
the other power-producing projects. It appears to me that we are 
burdening the power revenues, that we are going to collect from them 
to such a degree that it is very questionable whether or not they can 
ever pay out according to law and on schedule as is recommended. 

Mr. McPuait. The Colorado-Big Thompson project is not at the 
present time a unit of the Missouri Basin project. Personally I think 
that is rather unfortunate. I think its excess revenues ought to go 
to help out the repayment on the Missouri Basin project for units such 
as Bluff and Hanover. 

Mr. Jensen. But the power from the Colorado-Big Thompson is 
integrated into the Missouri River Basin grid system? 

r. McPuatu. For operating purposes it is essentially the same as 
one of the Missouri River Basin units. For repayment purposes it is 
separate entirely. 

Mr. Jensen. That does not help the Bluff unit and the Hanover 
bear You also show the same rates for the Shoshone project, do you 
not! 

Mr. McPuatt. Yes; they are the same. 

Mr. Kirwan. You say both of those units have to go together, the 
Bluff and Hanover units? 

Mr. Curnton. Yes. 

Mr. Krrwan. What is there about the Bluff unit that you are only 
taking 1,200 acres? 

Mr. Curnron. That is all the irrigable land there is above the canal. 

Mr. Kirwan. The people there are satisfied; they want it? 

Mr. Curnton. Yes, sir. 

Mr. Kirwan. You have no protest? 

Mr. Curnton. No, sir, and a high percentage of landowners have 
already signed petitions. 

Mr. Kirwan. I want to ask a question of Mr. McPhail. You 
know this power situation pretty good—not pretty good, very good. 
You cannot see in the future where they will raise the cost of the 
power? The trend seems to be downward, whether it is private or 
Government. 

Mr. McPuat. I do not know if I get that question correctly, Mr. 
Kirwan. 

Mr. Kirwan. The question came up a while ago that the price of 
power may rise in the future. The trend seems to be down- 
ward, cheaper each year, whether it is private or Government power. 
Through better equipment and machnery and everything, power is 
easier to develop. 

Mr. McPuat. It seems to me the point you are raising is that the 
competition is becoming keener each year by advancements in the 
science of generating electricity and that costs are on the downward 
trend. The costs, however, of this particular project have increased, 
as you know, considerably. 

Mr. Kirwan. But it is a part of the big grid. Take the Gillette 
razor competition. You are paying the same for your blades today 
as 20 years ago, 4 for 10 cents. What makes them cheap? Fifty 
people are making razor blades. If only Gillette were making them 
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‘the cost would be 25 cents for 4. Take Quaker Oats. There is not 
much difference in the cost today than it was at the turn of the century. 
‘Competition enters into it. But when there is only one in the business, 
whether private or Government, it is going to be expensive. Where 
‘there are two the people there will be protected whether it comes 
‘out of Government or out of private business. How many projects, 
‘since Theodore Roosevelt put in reclamation, have failed to pay out? 


PAYMENT RECORD ON RECLAMATION PROJECTS 


_ Mr. McPuarz. The repayment record of the Bureau is very good. 
Delinquencies involve only a fraction of a percent. 

Mr. Kirwan. We should not have a fear of these two projects then. 
IZf that is the record, we should dismiss the fear from our minds. They 
had better irrigate and develop power. There is not much left to 
‘develop or irrigate, but what there is, we should go ahead and do. 

So you men who understand the electrical end of it think those are 
two worthwhile projects? Mr. McPhail? 

Mr. McPuaiut. I think these are worthwhile units, yes. 

Mr. Kirwan. And you, Mr. Dexheimer, think they are worthwhile 
from the irrigation end? 

Mr. DexHeEIMeER. Yes, sir. 

Mr. Kirwan. That is all. 


EFFECT OF INCREASED CONSTRUCTION COSTS 


Mr. Jensen. Of course it must be understood—I do not think it is 
necessary for me to make this statement, however—this committee 
has always been very liberal in appropriating money for these projects, 
as the record will show. We are faced with this fact, however, that 
construction costs have gone up and up and up and I think it is the 
responsibility of this committee to develop whatever avenue or possi- 
bility that might arise and to more or less acquaint the people who 
have to pay this bill with the facts that we see in the offing. Projects 
that have already been built, that were built before this terrific in- 
crease in cost of construction, we can depend on to pay out without 
any increase in rates. But when we set a rate according to power 
rates of years gone by and then see the cost of construction rise 100 
percent —— 

Mr. Kirwan. Will you yield there? 

Mr. Jensen. Yes. 

Mr. Kirwan. You must remember when the construction cost 
rises 100 percent, as you say, while it was rising the average work- 
man’s pay at the beginning of that period was only 45 cents an hour 
and now it is $1.60 an hour. It is easier to pay them now than it was 
50 years ago. 

Mr. Jensen. I agree. If you consider it from the standpoint of a 
dollar today in relation to wages or the prices of the products raised 
on these irrigation projects, then, the water user can well afford to 
pay higher rates and they would be commensurate with his revenue; 

ut the fact still remains that I, for one, cannot see how you can pay 
out a project at the same rate that was proposed, say, 6 or 7 years ago, 
when the construction costs have risen 100 percent since that time. 
I do not see how you can maintain the same rates and pay out. I 
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want the people who pay this bill to recognize those facts and to know 
that the Congress and this committee recognize those facts and we 
are not trying to fool anybody. That is the main purpose of the state- 
ment I have made. 

Mr. Kirwan. Will you yield again? 

Mr. JENSEN. Yes. 

Mr. Kirwan. I asked the question if the people were satisfied— 
they circulated petitions—and the answer was “Yes.” I asked the 
question, let us get to the fear end of it, and asked how many projects 
had failed to pay off in 50 years, and the answer was only a fraction 
of 1 percent. Ido not know where the fear comes in. 

Mr. Jensen. I donot know that itisfear. Itis just caution. Over 
the years there was no time up until about 6 years ago that there was 
such a great increase in a short period of time in the cost of construction 
of multipurpose projects or anything related to building dams and 
irrigation projects. You have that to consider. But, as I said before, 
this committee has always leaned over backward to be liberal in 
appropriating money for irrigation and I might say also for hydro- 
electric power and such transmission lines as were necessary to take 
that power to use centers. I do not suppose the committee will 
change its attitude one iota in the future so long as this committee is 
made up of the members that are now on the committee. 


PAYOUT ON MISSOURI RIVER BASIN PROJECT 


Mr. Buper. Mr. McPhail, as I understood, you said when the 
original power rates for the Missouri River Basin project were com- 
0 they were computed on the then estimated total cost of the 


issouri River Basin project. Is that correct? 

Mr. McPuait. That was in the picture. I do not intend by that 
to say they were based on payout only of the original cost, because 
that is not true. We had at that time what we thought was a very 
wide margin for contingencies that might come up. 

Mr. Bupesr. How wide was that margin percentagewise? 

Mr. McPuam. As I recall the figures, it was urged that the rate 
be at the level of about 4 mills per kilowatt-hour. I think I had a 
pretty prominent part in objecting to that and insisting that the rate 
ought to be at least nearer the competitive level until we knew more 
about the project. Ultimately the rate was set at about 5.5 mills. 

Mr. Bunce. That was for the eastern division? 

Mr. McPuat. Yes, sir. 

Mr. Bunee. For the western division it was 7.5 mills? 
eine McPuait. For the western division it was between 7 and 7.5 
mills. 


CHANGE IN ESTIMATED COSTS OF MISSOURI RIVER PROJECT 


Mr. Bupae. What has been the change in the estimated cost of the 
Missouri River Basin project since those power rates were determined? 

Mr. McPuait. Very considerable. I would like to supply that for 
the record. I do not remember offhand, but it is a very marked 
change. 

Mr. Jensen. When were those rates proposed? 

Mr. McPuai. As I recall, they were first proposed about 1945. 

Mr. Jensen. I was thinking it was a little later than that. 
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Mr. McPuatn. Well, you may be right. It was in that general 
neighborhood, 1945 or 1946. i 

Mr. Bupes. I would appreciate it if you would furnish those two 
figures for the record. 

Mr. McPuatt. That is, the original estimated cost and the present 
estimated cost? 

Mr. Buper. Yes. 

Mr. McPuatt. I shall be very glad to do that. 

(The information referred to follows:) 

The original estimated cost of the Missouri River Basin project, as proposed by 
the Bureau of Reclamation in Senate Document 191, 78th Congress, was 
$1,257,645,700 based on 1940 prices. When this plan was coordinated with that 
of the Corps of Engineers in House Document 475 and authorized in accordance 
with Senate Document 247 a revised estimate was not prepared. However, a 
later analysis shows that the portion to be constructed by the Bureau, also based 
on 1940 prices would have been approximately $840 million. The first revisio) 


heal on then current prices for the Reclamation portion was $2,199,943,200, in 
1947. 


The current estimate, 1953 prices, for the total project is $5,449,827,000 of 
which $3,466,760,000 is for works to be constructed by Reclamation. 

Mr. Jensen. If at that time the project could have paid out at a 
4-mill rate as against the 5.5 which was finally agreed upon, then, that 
would make quite a little difference in the rates that should be charged 
or that must be charged in order to pay out now. I hope that the 
other fellows were right when they said all they needed was a 4-mill 


rate, instead of your contention that you should have 5.5 mills to 
pay out. 

. McPuait. There was a wide difference then but, as you know,,. 
there has also been a wide difference in the estimated costs. Certainly 


at best 5.5 mills is a doubtful figure now and is one that I believe we 
should study. 

Mr. Jensen. This committee, of course, will insist that the rates. 
be not increased any more than is absolutely necessary to pay out the 
projects according to law. The people I represent will receive some 
of this Missouri Valley power and I would like to see them get the 
pases as cheap as is feasible, so I am not recommending that rates. 

e raised higher than is necessary to pay the bill. I think, however, 
this is the first time in all these years that you have mentioned the 
fact that many power-rate engineers had recommended the 4-mill 
rate. I do not think that had ever been mentioned before to this 
committee that I remember. That gives it a little different picture. 
You wanted to be doubly sure that the rates would be high enough 
to pay out. Was that your purpose when you asked for the higher 
rate 

Mr. McPuaw. That was part of it, Mr. Chairman. Over and 
above that, I have a deep conviction that the surplus power revenues 
are very properly usable in the development of our irrigation pos- 
sibilities. I was then and am now an ardent advocate of getting 
what revenue we can from those sources so that we can develop our 
irrigation possibilities to the limit.’ , 

Mr. JensEN. I agree with you that that is a sound position to take. 
After all, very few people would complain about paying an extra mill 
for power when an extra mill for the power that is produced by the 
Federal power projects would amount, over a period of 40 years, to 
possibly half a billion dollars. So it does make a lot of difference in 
the overall picture. 
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HEART BUTTE UNIT, NORTH DAKOTA 


Now let us go to the next project, the Heart Butte unit, North 
Dakota. The total cost estimate is $6,223,400. We have a budget 
request for $300,000. We will insert pages 8 through 13 of the justi- 
fications into the record at this point 

(The justifications referred to follow:) 


Missouri River Basin PrRoJEcT 
Heart Borre Unit, Nortu Daxora 


PROJECT DATA 
Location 

The unit is located in Grant and Morton Counties in southwestern North Da- 
kota. It extends east along Heart River for about 60 miles to the city of Mandan. 


Description 


Facilities of the unit will provide full water supply for 13,100 acres of irrigable 
Jand, together with much needed flood protection for the city of Mandan and low- 
lying farmland in that vicinity. The irrigation area has been divided into thirds— 
eastern, central, and western, with the irrigation features of the western third 
scheduled to be constructed in advance of the other two-thirds. Heart Butte 
Dam (completed) is an earthfill structure and the reservoir has a total storage 
capacity of 225,500 acre-feet. Irrigation of the land below Heart Butte Dam will 
be accomplished by lifting water from the river channel to the separate tracts of 
land by means of 49 pumping plants, ranging in size from 3 to 50 cubic feet per 
second capacity. A system of canals and laterals will deliver water to the irrigable 
land. Several relift pumping stations are also included in the plan of development. 
Status 

The construction of Heart Butte Dam was completed in December 1949. 
Flood-control benefits were first realized in the spring of 1950 when the dam, and 
levees at Mandan, prevented flood damage estimated at nearly $2,644,000, or about 
two-thirds of the construction cost of both features. 

Pumping unit No. 3, consisting of 70 acres, is in operation as the Mandan devel- 
opment farm by the State training school. Replacement of wildlife habitat is 
well under way at Heart Butte Reservoir in accordance with plans of the Fish and 
Wildlife Service. Detailed land classification has been completed and was certi- 
fied to by the Secretary on October 16, 1952. Preconstruction work on facilities 
to serve the western third will be advanced to the specification stage by June 30, 
1954. 

Repayment 

Organization of a new district called the Western Heart River Irrigation Dis- 
trict was approved by local election on December 8, 1953, and contract negotia- 
tions are scheduled for completion in advance of the initiation of construction of 
irrigation facilities. Present plans call for a water service contract to be executed 
with this irrigation district in the immediate future. This contract will cover 
about 2,537 acres comprising that part. of the western third on which construc- 
tion will be started during fiseal year 1955. 

Amount to be repaid and repayment period: A 40-year repayment contract 
with not to exceed a 10-year development period will be negotiated to provide 
for the payments of distribution system costs assigned for payment by irrigation. 
Additional construction payments will occur in connection with water service 
charges to be paid by the district. 


Repayment of costs allocated to irrigation 
$1, 008, 700 
1, 998, 300 


|| 
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Repayment costs per acre 


Federal investment per acre 
From water users 


Annual water user charges: 
Construction 


! Includes water service charge in addition to distribution systeia construction payments. Payment 
at this rate during initial 40-year repayment period will require a subsequent water service contract to 
return full cost shown payable by water users. 

Increased net income per acre resulting from project irrigation (payment capac- 
ity, $6.90. 
History of project development 
Initial date: 
Planning, 1903. 
Advance planning, 1946. 
Construction, 1948. 
Date of functional completion of construction, fiscal year 1959. 
Fiscal year and amount of initial allotment of appropriations for construction, 
fiscal year 1946, $180,000, including Dickinson unit. 


Original estimated cost $2, 497, 280 
Allocation of cost unallocated 2, 497, 280 
Present estimated cost 6, 223, 400 
Allocation of cost: 


Irrigation 
Flood control 


Schedule of development 
Irrigation (acres)—full: 


Through fiscal year 1953 
Fiscal year 1954 
Fiscal year 1955 


Estimate for construction and rehabilitation 


Summarized financial data: 
Estimated total obligations 


Total obligations to June 30, 1953 
Prior year balance available 


Total obligations, fiscal year 1954 
Supplemental allotment, fiscal year 1955 


Total obligations, fiscal year 1955 
Balance to complete 1, 825, 037 


Work proposed, fiscal year 1956 : 

Construction of the western third has been divided into an initial stage which 
will be covered by the pending water service contract, and a deferred. stage which 
is scheduled for construction in the following year. Construction of the irrigation 
facilities to serve the initial portion of the western third will start as soon as a 
repayment contract is executed and funds are made available, with water sched- 
uled to be available in the summer of 1955. The funds requested for fiscal year 
1955 will complete all construction of the irrigation facilities including drains in 


t 
Operation and 1. 75 I 
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Costs 
$42,000: 
..---------. $300, 000: 
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this area scheduled for initial development. Technical assistance will be furnished 
to farmers who will be converting from dryland to irrigation operations. The 
work of establishing trees and shrubs in the wildlife habitat areas will be continued. 
Equipment required for operation and maintenance of the irrigation facilities will 
be acquired. 


Justification 
The unit has already provided much needed flood protection to the city of 
-Mandan and the low-lying farms adjaceut to the river below Heart Butte Dam 
It has only partially served the purpose for which it was intended, however—that 
of insuring a new and firm water supply to the area for irrigation. The area 
through which this unit extends is now devoted largely to small grain production 
and cattle raising, the economy of which is most uncertain because of recurring 
dry periods. Ultimate development of the unit is expected to stabilize the 
economy of the project area, and will reflect a stabilizing influence over the adja- 
cent area. 

Completion of facilities in the initial part of the western third, as provided in 
the fiscal year 1955 program is considered to be an important and urgent goal on 
Heart Butte unit. Soon after establishment of irrigation in part of the western 
third of the unit, the entire unit is expected to be developed. 


Schedule of construction program fiscal years 1954 and 1955, Missouri River Basin 
project, Heart Butte unit, North Dakota 


Program budget year 1955 


Balance 


Supple- to com- 
Original | mental plete 


budget | b 
udget 
Program|) pogram program 


(3) 5 @ 


Construction program: 
Heart Butte Dam $3, 682, 114 
Fumping plants 

‘anals om conduits 


Farm unit 
General propert: 


Service facilities 

Oo tion and maintenance dur- 
g construction 

Transfers, credits, and other ex- 


Total expenditures 3, 919, 871 
Unliquidated obligations 3, 002 


Total obligations 
Method of financing: 
Prior y 


DESCRIPTION OF THE PROJECT 


Mr. Jensen. I believe this is a new start, is it not, Mr. Dexheimer? 

Mr. Dexuermer. Yes, sir. 

Mr. JensEN. What is the total cost of the presently proposed 
project? Is it $6,223,400? 

Mr. DexHEIMER. Yes sir. 

Mr. Jensen. Can the lands be irrigated just as well by pumping 
by individual landowners? 

Mr. Dexuermer. Mr. Clinton, I believe, can answer that. 

Mr. Cuinton. We do not think so, Mr. Chairman. We have urged 


them on all those small tributaries on the western side of the Missouri 


Esti- Total gram | 
Program item mated June 30, | current | 
total 1953 | year 
| 1954 
(8) 

| 22,000 |.........|$155, 000 |$155, 000 | $655, 928. 
12,000 |____-____| 116,000 | 116,000 | 832,314 
Drains 130,000 | 3.000} 3,000} 126, 049 
| 39, 754 3, 000 3, 000 16, 246 
_-.-| 221, 000 52,296 | 10,806 |__| 20, 000 20, 000 | 137, 898 
Total cost...................| 6,228, 400 | 3,944,580 | 55,002 |.........| 207,000 | 297, 000 |1, 926, 728 
55,002 |.........| 300,000 | 300, 000 |1, 825, 037 
3, 922, 963 | 52, 000 300, 000 | 300, 000 825, 037 
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to do their own development by pumping plants and in some instances 
they have gone ahead, but this seems above the means of the average 
landowner to do. 

Mr. Jensen. The Heart Butte Dam is completed? 

Mr. Cuinton. Yes, sir. 

Mr. JensEN. I believe Congressman Kirwan, Congressman Norrell, 
and mayualt stood on the bank of that dam site in 1942 or 1943. When 
was it? 

Mr. LinEWEAVER. 1945. 

Mr. Jensen. Before a shovelful of dirt had been moved. Now the 
dam is completed. How many acres will be irrigated from this 
Heart Butte Dam if and when this Heart Butte unit is completed? 

Mr. Curnton. When the entire unit is completed it will include 
about 13,100 acres. 

— JENSEN. How much is being irrigated now from Heart Butte 
Dam? 

Mr. Curnton. None. 

Mr. JmnsEN. So this is a new start for this irrigation project? 

Mr. Curnton. That is correct. 

Mr. Jensen. And how many acres did you say? 

Mr. Curnron. 13,100 when the unit is completed. 

Mr. Jensen. What is the cost per acre? 

Mr. Curntron. About $230 an acre. 

Mr. JeNsEN. What percentage are the irrigators to pay? 

Mr. Curnton. The irrigators will pay about $80 of that or close to 
AO percent. 

Mr. JENSEN. $80 an acre? 

Mr. Curnton. Yes, sir. 

Mr. Jensen. Is it possible for water users to pay more than that? 

Mr. Curnton. If you extend the repayment period beyond 40 years 
they could pay more than that. 

Mr. Jensen. Is there any opposition to this project? 

Mr. Curnton. No, there is not at the present time, Mr. Chairman, 
but you must recognize that the portion that is to be developed with 
this initial appropriation includes only the lands that are in an already 
formed irrigation district on the west end. 

Mr. Jensen. The irrigation district has already been formed? 

Mr. Curnton. Yes, sir, and it has 2,537 acres in it. The districts 
down the valley have yet to be formed. Our proposal now is to 
construct works to serve the lands in the already organized district. 

Mr. JensEN. What is the estimated cost for those acres in the 
district that has already been formed? 

Mr. Cuinton. It will be noted the district is in the upper third of 
the reaches of the river on the map and the cost for development 
there is a little lower than for the whole valley. The total cost is 
$174 per acre for the lands within the district. 

Mr. Jensen. What crops will be raised? 

Mr. Cuinton. Essentially forage crops. This unit will partially 
serve as a livestock base. They will continue to raise some grains and 
a small amount of row crops insofar as the market in Bismarck will 
provide a ready market for row crops. 
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PROPOSED WORK 


Mr. Jensen. This $300,000 you are asking for for fiscal 1955, just 
what are you going to use that money for? 

Mr. Cuinton. That would be used for the design work, to get out 
specifications, for ordering pumps, and doing the construction work 
necessary for their installation, and we anticipate it will be the mid or 
latter half of the fiscal year before we will get to actual construction. 

Mr. Jensen. The latter half of fiscal 1955? 

Mr. Cuinton. Yes, sir. 

Mr. JeNsEN. Can you get your preconstruction work done by that 
time? 

Mr. Curnton. Yes, we are well along on our preconstruction work 
now and once we get the pumps the installation is a relatively simple 
process. They are small pumps. We feel we can get them working 
by next summer provided we get prompt delivery from the manu- 
facturers of the pumps. 

Mr. JeNsEN. I see you estimate it will cost $1,825,037 to complete 
this unit of how many acres? 

Mr. Curnron. There are 2,537 acres in the irrigation district. 

Mr. JensEN. Will it be necessary for the Congress to appropriate 
money for the balance of this unit at this time or could we properly 
say that we are appropriating, if we do, $300,000 for fiscal 1955 to 
start this irrigation project. 

Mr. Cuinton. Let me answer it this way. We will not request 
additional money for developing lands downstream until the irrigation 
districts are formed. 


FEASIBILITY OF THE PROJECT 


Mr. Jensen. Would you consider that this unit is economically 
feasible standing by itself? 

Mr. Cuintron. I would say, comparing it with other units in the 
Missouri River Basin, it ranks fairly high from a feasibility standpoint. 

Mr. Jensen. What would be the cost per acre of this particular 
unit? 

Mr. Cuinton. $174 per acre. I think that compares favorably 
with the cost of any other unit in the basin. 


COST ALLOCATION 


Mr. Bupae. Mr. Clinton, what was the original purpose of this 
Heart Butte Dam? 

Mr. Cuinron. It is my understanding it was planned as a dual- 
purpose project for flood control and irrigation. 

Mr. Bupa. Apparently very little irrigation resulted. 

Mr. CLinTon. This is the beginning of irrigation. 

Mr. Buper. How much was charged off at that time for flood 
control? 

Mr. Cuinron. I do not think I have that figure. 

Mr. DexHetmer. $2,953,000. 

Mr. Jensen. Of a total of how much? 

Mr. Dexuermer. $6 million plus. 

Mr. Bunge. The dam itself cost less than that figure. I beg your 
pardon. The dam cost $3,689,400 according to your figure. 


46868—54—-pt. 
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Mr. McPuam. That is correct. 

Mr. Bunge. In the work which you now propose to do our justi- 
fications show you are charging off $2,953,000 for flood control. oes 
that comprise the dam which has already been built? 

Mr. Curnton. That is ccrrect. That portion of the cost is charged 
to flood control. 

Mr. Bunge. Was that done in the original planning or at this time? 

Mr. Curnton. I think it was done before or at the time construc- 
tion work was started on the dam. An allocation was made between 
irrigation and flood control. 

Mr. Bunce. From a feasibility standpoint this project certainly 
looks a lot better than the first one. That is all, Mr. Chairman. 


FLOOD RECORD OF THE AREA 


Mr. Norre tu. [ think since you have a rather sizable amount 
allocated to flood control, that we might like to know something 
about the history of floods in that area. Do you have a record of 
the floods in the area and what destruction they have caused? 

Mr. Cuinton. I can give you this piece of history. We did have a 
major flood in 1952 on several of these western tributaries of the 
Missouri River. 

Mr. Norrety. What was the destruction there in 1952? 

Mr. Curnton. The Heart Butte Reservoir was constructed at that 
time and it controlled the flood at that point. If it had not been there 
practically the entire town of Mandan would have been inundated. 

Mr. Norretu. What other floods did you have in that immediate 
area? 

Mr. Curnton. There was another one in 1950. I think that was 
just after completion of the construction of the dam. 

Mr. Norrevu. What was the destruction in that flood? 

Mr. Curnton. I do not have the figure, but there was considerable 
damage to the town of Mandan in that flood. I do have an estimate 
of the amount of damage I pieoh my in the last flood by the dam which 
was about $2,600,000. I would like to furnish a statement on that 
for the record. 

(The statement referred to follows:) 


Heart Butte Dam Provipes ErrectivE FLoop Controt on Heart River 


The Heart Butte Dam on the Heart River, approximately 47 miles southwest 
of Mandan, N. Dak., was completed in December 1949. Since then it has func- 
tioned effectively in controlling two major floods on the Heart River and prevented 
extensive damage to the city of Mandan and rural areas in the vicinity, as well as 
reduced flood damage in the Missouri River. 

The Heart River is a tributary of the Missouri River and drains an area of 
3360 square miles west of Bismarck and Mandan, N. Dak. It has been an annual 
source of flood danger to Mandan. Heavy snow is of frequent occurrence on its 
watershed, and the annual breakup of the ice cover on Heart River, which usually 
comes before the breakup on the Missouri River nearby, always causes a blockade 
of the channel near Mandan, with attendant flooding. 

In April 1950, following a period of unusual warm weather which melted almost 
the entire snow cover in about a week, the Heart River rose rapidly throughout 
its length to new record stages. The Heart Butte reservoir retained and controlled 
122,000 acre-feet of the runoff which filled the conservation space and about 
74,000 acre-feet of the flood-control space. At the peak of the flood the inflow to 
the reservoir was 24,000 cubic feet per second. This was 4,000 cubic feet per sec- 
ond in excess of the previous flood of record which occurred in March 1943. By 
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virtue of the Heart Butte reservoir, the 1950 flood inflow was reduced to a dis- 
charge of a little less than 4,000 feet per second. 

Even with the regulation provided by the Heart Butte Reservoir the river at 
Mandan reached a record discharge rate of 30,800 cubic feet per second due to 
contributing flood flows from Muddy and Sweet Briar Creeks which enter the river 
between the dam and Mandan. Studies have indicated that without the reservoir 
the discharge at Mandan would have reached a peak of about 45,000 feet per 
second or more than twice the previous record maximum flood flow of 21,400 cubic 
feet per second which occurred in March 1943. It is estimated that such a flow 
would have raised the river about 6 feet higher than the level actually reached. 
Since the levees were barely able to contain the flood that actually occurred, an 
added raise of 6 feet would certainly have breached the levees and flooded the city. 
However, with the retention of a large portion of the discharge in the Heart Butte 
Reservoir the levees were able to contain the flood and there was little, if any, 
flood damage to the city. It has been estimated that the Heart Butte Reservoir, 
and levees constructed by the Corps of Engineers, saved residents of Mandan from 
$2,600,000 to $4 million in flood damage in the first year of operation. 

On March 31, 1952, at the beginning of the disastrous flood on the Missouri 
River, the Heart River at the dam, rose quickly. Discharge of between 10,000 
and 13,000 cubic feet per second, with short peaks at about 17,000 cubic feet per 
second were recorded. Below the dam the river stayed within its banks to 
Sweet Briar Creek near Mandan. Below this point a congestion of ice caused the 
river to overflow onto the flood plain at and below Mandan. The Mandan levees 
held although the lower half mile had to be fortified with sandbags. On this 
occasion Heart Butte Dam was effective in reducing the discharge at Mandan 
by about 8,000 cubic feet per second and again prevented breaching of the dikes 
and flooding of the city. 

Prior to the construction of the Heart Butte Dam, floods on the Heart River 
were a frequent menace to the city of Mandan and the rural areas along the 
river. Early records show that a flood in March 1881 was one of the worst at 
Mandan. On that occasion an ice jam formed in the Missouri River and the 
resulting backwater inundated a large part of the city, including the business 
district. From 1881 to April 1944 there were 22 floods on the Heart River which 
have resulted in flooding of Mandan or urban areas adjacent to the city. The 
following table taken from House Document 294, 79th Congress, Ist session. 
gives the known floods and estimated damages reported since 1881. Actual 
flood damages in this area probably greatly exceeded the estimated amounts, 


Estimated flood damages 


38): 


$2233: 3332: $3: 33 


: 


Ps 


1 Caused by ice jams in the Heart River only. 
2 Conflicting reports as to date of flood. 


S 
1 
> 
L 
{ flood | 
Date o age from 
Heart Below 
Butte, a Mandan, flood 
Mandan N. Dak. 
0 1,000 3, 000 4, 000 
0 1, 000 5,000 | 
36, 000 659, 000 39, 000 
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The average annual loss for the period of record based on total damages shown 
in the table is $16,367 per annum. Comparatively stabilized economic condi- 
tions which followed the early growth of the community have prevailed since 
bg we average annual recorded loss for the latter 23-year period (1921—44) 

Prior to the construction of Heart Butte Dam the major flood of record occurred 
during the period of March 24 to April 12, 1943, and inundated the main portion 
of Mandan, overtopped the levees and the tracks of the Northern Pacific Railroad 
and flowed over the roadway of the bridge at Gladstone. Two lives were lost. 
The estimated damage in Mandan amounted to $659,000. In addition the rural 
areas above and below the city sustained damage estimated at $75,000. 

The Heart Butte Dam by twice reducing the potential of two major floods 
since its completion and thereby preventing reoccurrences of costly damage 
in Mandan and adjacent areas has more than justified its existence. 


Mr. Norreuu. Have you had any other floods in that area? 

Mr. Curnron. I do not recall the history of floods prior to 1950, 
but there certainly must have been many of them in past years. 

Mr. Norrg.t. So all told those are the only records of floods that 
you know anything about in that immediate area? 

Mr. Cuinton, Insofar as I know. 

Mr. Norre.u. That is all. 

Mr. Dexuermer. I might point out that the estimated savings in 
preventing flood damage in 1952 are almost equal to the entire amount 
allocated to the cost of the dam. 

Mr. Norreuu. Can you explain why you have not had floods more 
often than testified to? 

Mr. Dexuermer. I think we have had them, it is just that Mr. 
Clinton has not been in that area and is not familiar with them. 

Mr. Crosrawair. This was the first dam built in that area and it 


was selected as the site of the dam because of the previous damages 
that had occurred in that area downstream from where this dam is 
now located. 


COST ALLOCATION 


Mr. Bungee. I am not familiar with this allocation of $2,953,000 to 
flood control. You show on page 10 that the original estimated cost 
was less than $2.5 million for the entire project including the irrigation 
features. 

Mr. Dexnermer. The original estimated cost was based on 1940 
prices. The cost had to be brought up to date at the time of construc- 
tion. 

Mr. Bupes. What was the original allocation for flood control? 

Mr. Cuinton. There was no allocation in Senate Document 191 at 
all. There was only one figure given in Senate Document 191. 

Mr. Bungee. In other words, this flood-control allocation was made 
quite a while after the original planning? 

Mr. Crrnron. That is right. 

Mr. Bunce. And the original project report? 

Mr. Curnton. Flood control was recognized in Senate Document 
191 as one of the purposes, but they did not break down an allocation 
for flood control and irrigation at that time. — 

Mr. Bunce. The allocation for flood control alone is $500,000 more 
than your original estimated cost of the entire project. 

Mr. Dexnermer. That is an example of what has occurred in the 
Missouri River Basin since the original authorization based on 1940 


prices. 
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Mr. Bunge. Is the margin Mr. McPhail talked about large enough 
to cover the change that has occurred? What is this unallocated item 
of $167,400 which appears on page 10 of the justifications? 

Mr. Cuinron. It is apparently a residual, Mr. Budge, and would 
have to be eventually spread around. I do not know the reason why 
they left it there and did not allocate it, but it eventually will have 
to be distributed to the purposes for which the costs are allocated. 

Mr. Bupegr. It is veilver unusual to ask for an appropriation and 
have $167,400 not being charged against any purpose of the project. 

Mr. Dominy. When these tables were worked out they used the 
latest cost and return figures from Bureau material and used the latest 
cost estimate so in some instances the cost estimate which we are 
presenting today has been changed upward slightly and time has not 
permitted adjustment of allocations to reflect these latest cost esti- 
mates which appear in the printed document. All we could show was 
the difference as an unallocated residual. 

Mr. Buper. That will not end up in recreation? 

Mr. Dominy. No, sir. That is how the residual gets in the table. 

Mr. Norretyi. Mr. Commissioner, over a good many years amounts 
have been allocated to flood control in the Missouri River Basin. 
Have you or your Assistant Commissioners looked into this allocation 
yourselves and do you tell the committee that you are satisfied it is 
a reasonable allocation in view of all legitimate needs to be considered 
in making this allocation? 

Mr. Dexuermer. Yes, sir. Not only that, but we are required to 
submit these to the Corps of Engineers of the Army who are largely 
responsible for the flood-control operation of these dams, and for the 
determination of a proper allocation of cost to that feature of the 
projects. 

Mr. Norre.u. I do not want to deprive those areas of their legiti- 
mate protection from floods, but we do have another subcommittee 
that handles flood-control appropriations, and you know the general 
tendency of people—I am not assuming anything for that area that 
I would not assume for my area—the general tendency is that it is 
always better to let somebody else pay the bill. There is no use being 
sanctimonious about this thing. There will be a tendency to charge 
as much as possible to flood control because that does not have to be 
paid back, but I do believe those in charge of making the allocations 
ought to be as sure as possible that they are doing the right thing 
when they approve the allocations. I think they should be as fair as 
possible to other sections of the country in making these allocations. 

Mr. Dexuermer. Yes, sir. Of course we are only operating in 
parts of the country and the Corps of Engineers is charged with the 
overall flood caakzel pollicis and the regulation of these reservoirs to 
control floods, and, as you have been told previously, the allocation to 
flood control in this dam has already more than saved that amount in 
preventing flood damage in the very few years that it has been built, 


HELENA VALLEY UNIT, MONTANA 


Mr. Jensen. Now we will turn to the Helena Valley unit, Montana. 
The estimated cost is $11,988,000. You are asking for $250,000 in 
ee at Insert pages 15 through 19 of the justifications into the 
record. 

(The justifications referred to follow:) 
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Mrssourt Rrver Basin Prosect, HELENA Unit, MONTANA 


PROJECT DATA 

Location 

The Helena Valley unit is located in central Montana in Lewis and Clark 
County adjoining o1 the north the city of Helena. It is 3.5 miles west of Canyon 
Ferry Dam. 
Description 

The plan provides for the irrigation of about 17,600 acres, part of which is 
now irrigated. A full supply will be furnished to 7,775 acres of dry land and to 
5,233 acres now inadequately served. A supplemental supply will be provided 
for 4,623 acres. The physical works will consist of a pumping plant at Canyon 
Ferry Dam, a tunnel leading to a canal into a regulating reservoir and then 
circling the valley, and distribution and drainage works. The present irrigated 
acreage in this area has decreased considerably in the past few years, primarily 
due to the high cost of pumping and deterioration of the present system. 


Status 
Detailed surveys for the unit were started in 1949. A definite plan report was 
approved on March 23, 1954. Detailed design surveys and plans are under way. 


Repayment 
Negotiation of a repayment contract with the water users has been started. 
The water users have expressed willingness to execute a contract. 
History of project development 
Initial date: 
Planning, 1941. 
Advance planning, 1949. 
Construction, 1955. 
Date of functional completion of construction, fiscal year 1959. 
Fiscal year and amount of initial allotment of appropriations for construction, 
fiscal vear 1955, $250,000. 


Original estimated 
Allocation of cost: Irrigatio: 
Present estimated cost 
Allocation of cost: 
Irrigation 11, 982, 000 
Recreation 6, 000 


The total estimated cost of the unit has been increased from $8,314,000 to 
$11,998,000 (anticipated total obligations, $11,988,669). The new estimate is 
on more detailed information set forth in the definite plan report. This 
report establishes the need for the Helena Valley regulating reservoir which was 
not previously included in the unit development plan. 


Schedule of development 


Through 
fiscal year 


tion: 


Costs | 
| 

Fiscal year | Fiscal year| ,,; 
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Estimate for construction and rehabilitation 


Summarized financial data: 
Estimated total obligations : _..-. $11, 988, 669 
Total obligations to June 30, 1953 268, 669 
Allotment, fiscal vear 1954 


Total obligations, fiscal year 1954 
Supplemental allotment, fiscal year 1955_ 


Total obligations, fiscal year 1955 
Balance to complete 11, 460, 000 


Work proposed, fiscal year 1955 

The fiscal year 1955 program provides for the completion of design data for the 
pumping plant, and sivonaieeens of preconstruction work on the tunnel, regu- 
lating dam and reservoir, and part of the canals and laterals. Construction of 
the pumping plant will be initiated late in the fiscal year. An irrigation district 
is scheduled to be formed and a repayment contract will be executed. 


Justification 

Construction should be started as early as practicable to prevent complete 
failure of the existing pumping system. Necessary remedial measures are beyond 
the ability of the water users to finance under their present operating agreement 
with the Montana State Water Conservation Board. The plan for development 
presented in the definite plan report has been discussed with the local interests 
including the State Water Conservation Board. Their interest in the project is 
evidenced by the fact that they have signed a resolution endorsing the plan 
presented. 

The Canyon Ferry Reservoir will be completed and will start storage in the 
spring of 1954, making a water supply immediately available. Initial construc- 
tion on the Helena Valley unit has been scheduled late in fiscal year 1955 because 
of the normal length of time required for formation of an irrigation district and 
execution of a satisfactory repayment contract. The fiscal year 1955 design 
program will —_— start of construction as soon as the repayment arrangements 
are completed. 


Schedule of construction program fiscal years 1954 and 1955, Missouri River Basin 
project, Helena Valley unit, Montana 


Program budget year, 1955 


Program | 
Paco current | Supple- | | Balance to 
1953 year, Original | ‘nental | Total | complete 
1954 budget | budget | budget | 
Program | program program | 


@ 


Construction program: | 
Helena Valley Dam and | 
regulating reservoir... $799, 993 
Helena Valley pumping 
2, 942, O85 


3, 432, 642 
Helena Valley Canal, 
mile 2.7 to 312, 7, 292, 373 
Monolithic concrete si- 

487, 326 


Other canals , 458, 33, 308 1, 411, 801 
Lateral system , 088, 24, 855 : im 1, 042, 145 
Drainage system 900, O88 


Farm unit development_ | 64, 000 
General property (camp 
and equipment) pees 78, 636 
General property (recrea- 
tional facilities) 6, 000 


Transfers, credits, and other 
expenditures 


Total expenditures 
‘Total obligations 
Method of financing: 
Allotment, fiscal 
1954 
Allotments required _____- 


|| 

rk 

..-------$250, 000 

LO 

n 

d 

y 

; 

) j 
) i 

Program it Estimated 
) ; em total 
| 
| @ | 
| 11, 988, 669 268, 669 | 10,000 250,000 250, 000 | 1, 460, 000 
10, 000 250,000 | 250,000 | 11, 460, 000 
| | 
280,000 | 250, 000 | 11, 460, 000 
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Mr. Jensen. This is a new start; is it not? 
Mr. Dexuermer. Yes, sir. 


AUTHORIZATION 


Mr. Jensen. And I note the cost if over $5 million. Has authoriz- 
ing legislation been proposed for this project, in view of the position 
taken by this committee—and I think the legislative committee has 
taken the same position—that projects costing over $5 million should 
be authorized before construction money is appropriated. 

(Discussion off the record.) 

Mr. Jensen. What is the present status of the irrigation district 
formation and repayment contract negotiations? What has been done? 

Mr. Cuinton. An irrigation district has not been formed yet but 
the local people and the landowners are taking active steps now toward 
the formation of a district and have requested the Bureau to provide 
them with a tentative draft of a repayment contract so that they can 
make that clear to their landowners in order to get their consent to 
form a district, and we anticipate that active steps will be taken by 
them if money is Nerented for this preconstruction work. 

Mr. Jensen. The Bureau has not yet determined the cost per acre 
for irrigation; is that right? 

Mr. Curntron. Yes, sir. We have. 

Mr. Jensen. What is that amount? 

Mr. Curnton. It is about $719 per acre. 

Mr. JENSEN. On how many acres? 

Mr. Curntron. About 17,600 acres. 

Mr. Jensen. I think I should read into the record from Senate Doc- 
ument No. 191, which was the Reclamation Act of 1944, pertaining to 
the Missouri River Basin. On page 64 of that act, it states: 

In the Helena Valley, 10,800 acres of land have been developed up to this time. 
Of this area, 5,800 acres are irrigated from small tributary streams with inadequate 
water supply, and 5,000 acres have been served by pumping from the backwaters 
of the Hauser Lake Dam on the main Missouri, part of this supply being pumped 
more than 100 feet. After the construction of the Canyon Ferry Dam, it is pro- 
posed to construct a new pumping plant, lift the water from Canyon Ferry Reser- 
voir into a canal, an average of 50 feet, to serve 26,600 acres in the Helena Valley, 
including the 10,800 acres now irrigated. The present pumping plant would 
thus be replaced. 

I presume it could be taken that this unit was specifically authorized 
in the original act? 

Mr. Dexnermer. Yes, we have considered it was. 

Mr. Jensen. You consider it was? 

Mr. Dexuermer. Yes, sir. 

Mr. Jensen. Because of that paragraph? 

Mr. Dexuermer. Yes, sir. 

Mr. JensEN. The main part of which I have just read. 

Mr. Dexuermenr. It is specifically included in that act. 

Mr. Jensen. So you contend, Mr. Dexheimer, that this unit, 
the Helena unit, for which you are making request for funds, was 
specifically authorized in the original act? 

Mr. Dexuermer. The 1944 Flood Control Act (58 Stat. 887-891), 
is the authorizing legislation for that; that is Senate Document 191, 
78th Congress, Od session. 


263 


Mr. Jensen. Would you contend now that because of this language 
in the original act, that this unit, the Helena Valley unit, was specif- 
icall authovieed in the original act? 

Mr. DexHEIMER. Yes, sir. 


COST ALLOCATION 


Mr. Jensen. What part of the cost was to be repaid by the water 
users? And in that connection also, what are the contemplated 
costs per acre to be taken in by other means, that are chargeable; 
that is, how much is charged for flood control? 

Mr. Curnton. None to flood control. 

Mr. Jensen. Anything charged for recreation? 

Mr. Cuinton. No, sir. 

Mr. Jensen. Anything charged for Indian services? 

Mr. Curnton. No; it is all charged to irrigation. 

Mr. Jensen. This is all charged to irrigation? 

Mr. Dexuetmer. Yes, with one exception; $6,000 for recreation. 

Mr. Cuinton. That would be just for specific facilities. 

Mr. Dexuemmer. The minimum recreational facilities that are 
found at any reservoir. 

REPAYMENT 


Mr. JENSEN. What is the pay-out period? First, will you answer 
my question of what part of the cost of the unit is to be repaid by 
water users? 

end Curnton. About $89 per acre would be paid over a 40-year 
period. 

Mr. Jensen. The crops to be raised are mostly forage crops? 

Mr. Cuinton. Forage crops; with some cash crops. The Helena 
Valley is right near the city of Helena, Mont., with a ready market 
for vegetables; some fruits. 

Mr. Jensen. Of course, vegetables produce the greater per-acre 
revenue. 

Mr. Curnron. But the acres devoted to it would be very small. 

Mr. JENSEN. Yes. 

Mr. Curnton. It is mainly forage-crop projects. 

Mr. Jensen. Alfalfa? 

Mr. Curnron. Alfalfa and grain. 

Mr. Jensen. Wheat? 

Mr. Cuinron. Some wheat. 

Mr. Jensen. It is not customary ordinarily to irrigate wheat? 

Mr. Cuinton. The wheat acreage is very, very small. The main 
acreage is going to be used in the production of feed for cattle. This 
is in the middle of the cattle-growing area. 

Mr. Jensen. Do they have a lot of wind erosion in that area? 

Mr. Curnton. No; they do not. It is a rather sheltered valley. 

Mr. Jensen. What is the average rainfall? 

Mr. Curntron. It will range around 10 to 12 inches a year. 

Mr. Jensen. And they would put on that how much? 

Mr. Cuinton. It is around 3% acre-feet per acre. 

Mr. Jensen. Three and one-half acre-feet? 


| 

l 
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Mr. Curyron. The total amount. 

Mr. Jensen. In addition to the rainfall? 

Mr. Curnton. That is, between two and a half and three feet 
would be applied to the farm. 

Mr. Jensen. To get full production? 

Mr. Curnron. Yes. 

Mr. Buper. Mr. Clinton, perhaps I misunderstood you, but pre- 
viously you said that the total cost per acre would be $719; and a 
moment ago, in response to the chairman’s question, you said the 
water users would pay $89 in 40 years. What about the rest of the 
$7197 

Mr. Curnton. It would either have to be paid by power revenue 
or an extension of the repayment period. The situation with respect 
to this project is the same as on the other irrigation units. 

Mr. Bunge. But this one is presented to the committee on quite 
a different plan. You say all of it is going to be repaid by the irriga- 
tors and you have accounted for only $89 out of the $719 per acre. 

Mr. Ciivton. My answer to the chairman was that all cost is for 
irigation cost; there is no allocation to flood control or for any other 
purpose. 

Mr. Bune. In response to the chairman’s question a few moments 
ago, you said the water users would pay $142 per acre in 40 years. It 
is quite obvious that you are going to have to set up power revenue 
here to pay better than five-sixths of the cost? 

Mr. Curntron. That is correct. 

Mr. Buper. Why was not allocation made to power revenue the 
same as it has been on other projects? 

Mr. Dexuermer. Mr. Budge, the cost per acre, yap ee map 
$719, of which the water users would repay $142, and the balance is 
the same as other Missouri Basin projects, would be taken up by 
Se power revenue. There is no power revenue from this project 
itself. 

Mr. Bupae. Well, of course, you do not have any existing revenue 
from any of the projects we tt under consideration has this 
morning, but in each instance, you have set forth what was to be 
repaid; and you have not done that in this instance. 

r. Curnton. But the difference between the $89 and the $719 
total cost of the project, Mr. Budge, would have to be from revenue. 

Mr. Bungee. Is the figure $89 that is to be repaid, or $142. 

Mr. Cuiinton. $89 in 40 years. 


PLAN CHANGES 


Mr. Buper. Why did your estimated cost of this project increase 
from $1,896,000 to the present estimated cost of $11,988,000? 

Mr. Cuinton. Most of it, Mr. Budge, is due to change in plans. 

Mr. Buper. Is the acreage to be irrigated much larger? 

Mr. Curnton. No; the acreage is somewhat less. The difference 
is on how they deliver water on that acreage. In the original plan, 
at the time the project was authorized, they had set up pumping 


Pion to pull water out of the ys Ferry Reservoir, over a rather 


h ridge separating the Missouri River from the Helena Valley, and 
they were setting _pe plants to pump over that ridge, in order 
to hold down the total capital cost, because they could build a pumping 
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plant cheaper than going through the ridge. As a result of this further 
study, it was concluded that it was more desirable to build a tunnel 
through the ridge, perhaps a 2-mile tunnel, which accounts for a 
major part of the increase, which is due to a change in plan. The rest 
of it is mostly the index. 

Mr. Bunge. I hope Mr. McPhail has got a margin in pulling the 
$1,890,000 from the previous cost up to $11,988,000, or, roughly, 800 
percent. 

OBLIGATIONS TO DATE 


What is the total obligation against this project up to this time? 

Mr. Curnton. I am not acquainted with the details. I have in- 
quired and I generally find they are rather small. 

Mr. Gouze. Approximately $268,700. 

Mr. Bunge. That is the figure up to June 30, 1953. 

Mr. Gouze. Yes. 

Mr. Bungee. What is it now? 

Mr. Gouze. The expenditures against the project during the cur- 
rent year have been rather slight. e can supply the exact statement 
for the record if you desire. 


(The information referred to follows:) 

Total obligations on Helena Valley unit, Missouri River Basin project, through 
March 31, 1954, were $271,161. 

Mr. Bunge. We have a charge against the project, we can assume 
of something in excess of $268,000; is that correct? 

Mr. Gouzk. Yes. 

Mr. Buper. Thank you. 


PROPOSED LANGUAGE 


Mr. JensEN. I see some language in the justification here, under 
construction and rehabilitation, and at the end of that paragraph you 
have added the following proviso: 

Provided further, that no part of this appropriation snall be used to initiate 
construction on the Helena Valley unit, Montana, untii execution of a contract 
requiring repayment within 50 years of completion of not less than 30 percent 
of the cost (without interest) allocated to irrigation of said unit. 

That is legislation on an appropriation bill and will be subject to 
a point of order on the floor of the House. I think you had better 

k to your solicitor about that language, and either leave it out 
completely or so word it that it will not be subject to a point of order 
as being legislation on an appropriation bill, because in those words 
it is legislation pure and simple. 

Mr. Dexuermer. Mr. Chairman, it seemed that way to us. And 
I would like to say that if that language remains in the final appropria- 
tion bill, we could not use this money we are requesting, because we 
do not believe it is going to be a practical thing for us to get a contract 
which provides for that much repayment. If that language stays, 
we probably would not be able to use the money we are asking for in 
this appropriation. 

Mr. Jensen. What was the purpose of recommending this language? 

(Off the record discussion.) 

Mr. Noxreu. I want to say for the record, Mr. Chairman, that 
unless it is submitted in one package in the bill, I am for leaving it 
out. 
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(The following information is submitted by the Department upon 
the request of the committee:) 


Missourr River Bastn Prosect, HELENA VALLEY UNIT 
REPAYMENT ARRANGEMENTS 


The Bureau of Reclamation expects to contract with the irrigation district 
composed of about 13,100 acres for full water supply. This irrigation district 
will act as fiscal agent for the United States in furnishing water on an acre-foot 
basis to about 4,600 acres of land requiring a supplemental supply. The irriga- 
tion district will operate and maintain the entire system. Proposed 40-year 
construction repayment obligation (9 (d) portion of contract) of district is 
$1,053,650 for distribution works. Anticipated 40-year return of construction 
costs of water supply works and from supplemental lands, 4,000 acre-feet per 
year, is $437,070 (9 (e) portion of contract). The approved definite plan report 
proposes successive water service contracts at same rate to return an additional 
$1,538,720, anticipated 9 (e) type contracts. Total estimsted return of con- 
struction costs by irrigation is $3,029,440 or about 24 percent of irrigation 
allocation in approximately 80 years. 

Above estimates are based on following assumptions- 

1. Normal operation and maintenance cost of $49,448 per vear, which includes 
$3,515 for replacement of pumping plant facilities. 

2. Return to United States of $2 per acre-foot of water furnished to supple- 
mental lands. 

3. No anticipation of possible returns from municipal water. 

4. Annual construction repayment of $2.25 per acre of full supply lands. 

5. Five-year development period. 

6. Appears impossible to include supplemental lands in an irrigation district, 
because of local attitude. 

Other contract provisions largely standard for 9 (cd), 9 (e) type of contract. 


Comparison of cost estimate in S. Doc. 191 with fiscal year 1955 budget estimate 


Estimate for | Fiscal year Fiscal year 
.dD 1955 budget | 1955 budget 
request, 

reduced to 

1940 costs ! 


For 8. Doe. 
1 


Helena Valley Dam and Reservoir __- 
Helena Valley pumping plant 
Canals and conduits 


Farm unit development 

ay and maintenance during construc- 

General property 

Investigations and surveys 


Trrigable area, full supply acres__ 
plemental do_... 

Above canal supplement ¢ 

Below canal supplement 


1 If current field data and the latest engineering designs had been available for 8. Doe. 191 the feature 
costs would be as contained in this column. 
? Not in plan. 
3 Ineluded above, 
4 Suppties by exchange. 
COMPARISON OF PLANS 


The basic plan contained in background material for Senate Document 191 is 
comparable to that in DPR except as follows: 

(A) After detailed engineering studies were made a regulatory reservoir was 
incorporated in the general plan decreasing pump and canal capacities. 

(B) Originally 8 miles of canal located on rough terrain was planned as bench 
flume construction. This plan was found to be economically infeasible from an 
engineering standpoint. Under acceptable plan in DPR the flume will be elimi- 
nated by a horseshoe tunnel 7 feet diam. and 13,850 feet long. 


| 
(2) $832, 000 $378, 000 
Sanvenene $860,000 | $2, 100, 000 3, 148, 000 1, 292, 000 
pes it er $38,900 1, 223, 000 5, 838, 000 2, 275, 000 
Laterals._..._- Liseeatee 296, 000 865, 000 1, 088, 000 372, 000 
Drains... si 198, 000 579, 000 933, 000 319, 000 
25, 000 120, 000 (@) @) 
| 1, 896, 000 5, 060, 000 11, 988, 000 4, 705, 000 
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(C) Due to different land classification standards the proposed irrigable lands 
are more dispersed than those considered in Senate Document 191, hence the cost 
of lateral and drainage systems is more per acre. More detailed information 
and subsequent engineering studies can be considered as the main reason for 
the increase in cost estimate from Senate Document 191 to date. 


MUNICIPAL WATER SUPPLY STUDIES 


Present plans for this unit grog irrigation use only. One month ago 
ureau to consider its requirements in con- 
. 


the city of Helena officially asked the 
nection with Helena Valley unit. 

A cursory study concluded that a supplemental municipal supply could be 
furnished the city at the regulating reservoir with only minor changes in plans. 
Municipal deliveries could be made except during peak irrigation demand in 
July. A full municipal supply can also be furnished in the reservoir but will 
involve raising the dam about 2 feet in height. Changes in the reservoir plan for 
either a supplemental supply or a full supply also include incorporation of a 
separate outlet works from the regulating reservoir for delivery of water to a 
pipeline as the city is about 6 miles from the reservoir. Municipal use of the 
reservoir may also require that contemplated use for a fishery to be maintained by 
Montana State Fish and Game Commission would have to be abandoned as 
me because of heavy draft on storage during winter season by munici- 

ity. 

Cost estimates for works necessary to serve the municipal water supply function 
have not been made, hence cost allocation or repayment studies with relation to 
municipal water have not been made. 


SARGENT UNIT, NEBRASKA 


Mr. Jensen. We will now turn to the Sargent unit, Nebraska. 
The total estimated cost of this project is $16,119,000. We have be- 
fore us a budget request for $1 million for the fiscal year 1955. 

We will insert pages 21 through 27 of the justifications into the 
record at this point. 

(The matter referred to follows:) 


Missouri River Basin Prosect, SARGENT Unit, NEBRASKA 


PROJECT DATA 

Location 

In Blaine and Custer Counties, Nebr., extending from Milburn southeast 
through the Middle Loup River Valley to Comstock. 
Description 

The Sargent unit has been divided into two main parts, located to the north 
and south of the Middle Loup River. The features to the north of the river, 
consisting of the Milburn diversion works, the Sargent Canal, the Woods Park 
pumping plant, and attendant laterals and drains to serve 13,800 acres, are pro- 
posed for immediate construction. The features to the south of the river, also 
to be served by the Milburn diversion works, and consisting of the 4,360-kilowatt 
Lillian hydroelectric plant and the Lillian Canal with attendant laterals and drains 
to serve 3,800 acres, are not proposed for construction until such time as further 
events justify the construction of the hydroelectric plant. Accordingly, the 
Sargent unit construction program as presented for fiscal years 1955, 1956, and 
1957, is only concerned with the northern part of the unit. The Sargent Unit 
Definite Plan Report was approved by the Commissioner on May 20, 1953. 
Final design data have been submitted for the Milburn diversion works, the first 
two sections of the Sargent Canal, and the project headquarters. Final design 
data for the first section of the Sargent laterals and drains will be submitted during 
the current fiscal year. As of June 30, 1954, the Chief Engineer will have com- 
pleted plans and specifications for the Milburn diversion works and the first section 
of the Sargent Canal. 


Repayment 


This area is included in the Loup Basin Reclamation District and its board of 
directors has collected assessments under the ad valorem tax beginning with 1952, 
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An election was held in November 1952 which created the Sargent Irrigation 
District. Repayment contract negotiations with the irrigation district board 
were initia in April 1953. A repayment and water service contract will be 
executed before actual construction is initiated. A proposed draft of contract 
was submitted to the district board on April 6, 1954. 

Amount to be repaid and repayment period: A 40-year repayment contract 
with not to exceed a 10-year development period will be negotiated to provide 
for the payments of distribution system costs assigned for payment by irrigation. 
Additional construction payments will occur in connection with water service 
charges to be paid by the district. 

Costs allocated to commercial power will be returned with interest in 50 years 
following construction of the Lillian powerplant which has been deferred along 
with other features of the second stage of project development. 


Repayment of costs allocated to irrigation 


Conservancy district 
Water users 


Repayment costs per acre 


Federal investment per 
From water users 
From conservancy district 
Annual water user charges: 
Construction 


Inereased net income per acre resulting from project irrigation (payment 
capacity) 


History of project development 

Initial date: 

Planning, 1944. 

Advanced planning, 1948. 

Construction, 1955. 
Date of functional completion of construction of initial phase, fiscal year 1957. 
Fiscal year and amourt of initial allotment of appropriations for construction, 

fiscal year 1955. 


Costs 
Original estimated cost, not available. 
Present estimated cost 


The total estimated cost of the Sargent unit has been increased from $13,018,000 
to $16,119,000 (anticipated total obligations $15,681,786). This change is due 
principally to adjustments of the estimate to reflect current allowances for indirect 
costs, increases in the cost of labor and materials during the past fiscal year, and 
some structural modifications. 


Missouri River Basin project pooled power revenues______________ 6, 724, 000 

$577. 00 
179. 00 
17. 00 
381. 00 
4. 45 
Operation and 2. 60 
$16, 119, 000 
Allocation of cost: 
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Schedule of development 


Ultimate 


Irrigation (acres): Full....................-..-. 


Total 
Average power rates (mills 
Firm at 50 percent load factor 
Nonfirm average 


Estimate for construction and rehabilitation 


Summarized financial data: 
Estimated total obligations. $15, 681, 786 
Total obligations to June 30, 1953 859, 108 
Allotment, fiscal year 1954 
Prior year balance available 


Total obligations, fiscal year 1954 
Supplemental allotment, fiscal year 1955 


Total obtigations, fiscal year 1955_ 


Balance to compiete_-______- 13, 763, 678 


Work proposed, fiscal pear 1955 

The program for fiscal year 1955 includes the advertising and award of the 
contracts and the start of construction for the Milburn diversion works, the first 
section of the Sargent Canal, and the project headquarters. Specifications will 
be issued late in the fiscal year and awards made at the start of the next fiscal 
year for the first section of the iaterals, surface drains, and detention dikes. The 


design data volumes for the remaining sections of laterals, surface drains, and 
detention dikes will be completed, with the issuance of specifications and award 
to follow early in the next fiscal year. 


Justification 

The Sargent unit involves 17,600 acres of dry farmland, susceptible of high 
production under irrigation, which is a part of a much larger highly productive 
area in the Lower Platte River Basin. It is in an area of excellent soil and long 
growing season where a high production of irrigated crops can be achieved. The 
soil and growing conditions are ideally suited to the production of crops such as 
the castor beans for oil production, soya beans and safflower, and for chemical 
products such as pyrethrum. The unit is ideally located and well adapted for the 
production of feed crops with the resultant integration of the irrigated lands with 
the surrounding upland grazing areas. However, the immediate area, as well as 
the surrounding dry upland grazing areas, is subject to serious drought as experi- 
enced in 1952 and 1953 and in many other years and can be developed for maximum 
agricultural production only by valley irrigation. The nature of the construction 
is such that no storage development is required, no major relocation of utilities is 
involved, and it will require only a minimum of manpower and materials to bring 
oe lands to conditions of full agricultural production in a relatively short period 
of time. 

For nearly two decades local groups have made determined and ‘~~ 
attempts to obtain irrigation development. They formed the Sargent blic 
Irrigation District in 1939, filed on water rights for their lands, and attempted to 
secure construction funds. In 1950 they joined with the Farwell unite sponsors 
in forming the Loup Basin Reclamation District, approved the District mill levy 
by a vote of two to one, and have demonstrated or indicated their willingness to 
accomplish all things necessary to attain irrigation at the earliest practicable date. 
Formation of the Sargent Irrigation District has been completed. An election on 
the proposal for formation of the district was held on November 4, 1952, the vote 
thereon being 142 to 25 in favor of the district. Local interests are willing to 
assume their further responsibilities and financial obligations without delay he 


| fiseal year | | 1055, 

1, 000, 000 
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project has been authorized for nine years; a definite plan report, containing 
detailed land classification, has been approved; the detailed plans are completed; 
- gy we meets all tests of feasibility; and construction should proceed without 
urt 


er delay. 
Schedule of construction program, fiscal years 1954 and 1955, Missouri River Basin 
project, Sargent unit, Nebraska 


Program, budget year 1955 


Program,|— 
Program item vol, current Original Supple 


year 1954 Total 


budget Salons budget 
program | rogram | Program 


(4) 3 (4) (5) (6) 


CONSTRUCTION PROGRAM 


Milburn diversion works... - $1, 248, 981 
Woods Park pumping plant... 000 RE 460 4 
Sargent Canal 3, 099, 598 
.| 4,717, 198 
470, 122 
308, 451 
Sargent surface drains.....__- : , 164 
Sargent subsurface drains. 336, 981 
Lillian surface drains... 29, 530 
Detention dikes and channels. 7 esr" 65, 000 65,000 | 1, 641, 389 
Lillian hydroelectric plant 78, 000 1, 787, 877 
Wood Park service line_.__._ 000 55 
General service equipment __. 


Total 1, 241, 405 
Service 
Stores 15, 661 
Transfers, credits, and other 

Nossaesell —413, 742 | —23, 472 


expenditures. 
Total expenditures 855, 223 62, 885 
Unliquidated obligations___- 3,885 | —3, 885 


Total obligations.______| 15, 681, 786 
Method of financing: 
Allotment, fiscal year 


1954 
year balance avail- 


able 
Allotments 


AUTHORIZATION 


Mr. JenseN. Has this project been authorized, and if so how? 

Mr. Dexuetmer. This one is also covered in Senate Document 191, 
the Flood Control Act. 

Mr. Jensen. Reading from page 91 of that act, it states: 

A reservoir of 30,000 acre-foot capacity on Dismal River, a tributary of the 
Middle Loup, about 15 miles upstream from the town of Dunning, would store 
winter flows of that river for use on the 25,000 acre-foot Sargent unit, above and 
surrounding the town of Sargent on the Middle Loup. 

Do you consider that sufficient authorization for this project? 

Mr. Dexuermer. Yes, sir. 

Mr. Jensen. How does the acreage, which is stated here to be 
25,000, compare with the number of acres that you are now proposing 
to irrigate? 

Mr. Dexueimer. This would be about half of what was authorized, 
13,800 acres. 


| | 
Balance 
to com- 
plete 
(7) (8) 
|__| 811,660 | 811,660 |13, 985,078 
340 | 188° 340 | 205; 739 
000 |1, 000, 000 |13, 763, 678 
859,108 | 59,000 000 |1, 000, 000 |13, 763, 678 
| 000 17,600; 000/13, 763, 700 
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Mr. JENSEN. So, it would not exceed the specific authorization in 
the original law. It is only about half the amount of acreage, and 
hence, possibly, half of the cost. Is that right? 

Mr. Dexuermer. About half of the amount of acreage. We do 
not have available the original estimated cost at that time. 

Mr. Jensen. I do not mean half of the original estimated cost, but 
to irrigate the whole 25,000 acres would cost, in fact, possibly twice 
as much as the amount you expect to irrigate now, is that right? 

Mr. Dexuermer. Usually not double the cost for twice as much 
acreage, because your diversion works and your storage works are 
common facilities. 

Mr. JENSEN. Do you intend, sometime in the future, to irrigate 
25,000 acres on this project? 

Mr. Dexuetmer. The ultimate number would be 17,600 acres 
that we contemplate irrigating. 


LILLIAN POWERPLANT 


Mr. Jensen. Repayment is predicated on the later construction 
of the Lillian powerplant, is that right? 

Mr. Bennett. No, sir. Sargent unit is divided into two stages, 
the Sargent Canal on the northeast side of the river, and the Lillian 
Canal on the southwest side of the river. We do not plan at this 
time to construct any part of that southern unit under the Lillian 
Canal, including the Lillian powerplant. We propose to construct a 
diversion dam only sufficient to divert water to the north side of the 
Sargent unit. Any cost coming in later for the other side of the river 
is, in effect, a separate unit, and repayment of the Sargent unit is not 
predicated on power revenues from the Lillian powerplant. 


GRAVITY DIVERSION CANAL 


Mr. JENSEN. Is a dam proposed in this project? 

Mr. Bennett. No storage reservoir is contemplated. 

Mr. JensEN. No storage is contemplated? 

Mr. Bennett. No, sir; we have found that we do not need storage 
to take care of 13,800 acres on the Sargent unit. 

Mr. JENSEN. Do you pump the water? 

Mr. Bennett. No, sir; it is gravity diversion. There is a small 
dam down at the beginning of the canal, but it is gravity diversion. 

Mr. Jensen. What is the length of this canal? 

Mr. Bennett. Oh, it is not too long. It is 15 to 20 miles. 

Mr. Jensen. Will it be lined with concrete, or will you use this new 
method of using asphalt? 

Mr. Bennett. No, it is earth lining. 

Mr. Jensen. It is earth lining? 

Mr. Bennett. Yes, some sections of it is earth and gravel lining, 
which is principally to protect against higher velocities. 

ver JENSEN. Are you not going to lose a lot of water from the 
canal? 

Mr. Bennett. No, sir. That is fairly tight soil through there. 


Mr. Jensen. And there is no asphalt mixed with it? 
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Mr. Bennett. It is not contemplated; no, sir. 

Mr. Juwenn. It is not customary, is it, to just dig a canal and not 
ine it? 

Mr. Bennett. It is compacted earth lined with some gravel in it. 
Yes, we have many, many canals that are not lined at all. 

Mr. JensEN. I mean those built recently, that have been built 
within the last 15 years. 

Mr. Bennett. Oh, yes, I think we probably have as many unlined 
as there are lined. It is a problem of the type of soil you have. 

Mr. Jensen. But this is a main canal. 

Mr. Bennett. Well, it is relatively small, 260 second-feet. 

Mr. Jensen. You tamp the earth, wet it, do you not? 

Mr. Bennetr. Yes, we damp it. 

Mr. JensEN. You damp it? 

Mr. Bennett. Yes, sir. We really make a good lining out of earth. 

Mr. JENSEN. What is the size of the canal? 

Mr. Bennett. Two hundred and sixty second-feet. I can give 
you the actual dimensions of the canal. 

Mr. Jensen. The reason I mention this is because I saw a canal 
once which was built without any lining in it, a canal on a federally 
financed project and the best crop that was raised was close to the 
canal, and that was weeds. 

Mr. Bennett. That certainly happens sometimes. 

Mr. Jensen. The weeds were well irrigated by seepage from the 
canal, That is why I bring up the subject. 

Mr. Bennett. That does happen at times, but they do not seem to 
feel that it would on this one with the compacted lining. 

Mr. Jensen. I hope they are right. at would it cost to line 
this canal with this new asphalt lining, or what is it you use? 

Mr. Dexuetmer. We have several types of lining. We are trying 
to develop as low a cost lining as possible. Sometimes we do it by 
spraying asphalt and then covering it, sometimes by using asphalt 
membrane, impregnated paper covered over with dirt and sometimes 
sand or gravel. 

We are also experimenti uite a bit with a method of putting 
asphalt under the surface of the canal banks while the canal is in 
service under water. 

It depends a great deal on the soil conditions as to what is best and 
what is the least expensive to serve the purpose. 

Sometimes we have a combination of concrete lining, and then in 
an unlined canal it is just dug into the surface, and then in other 

laces where the soil is more porous we use a selected clay fill that is 
Lovueht in and rolled into the canal banks and bottom. 


PER ACRE COST AND REPAYMENT 


Mr. JensEN. You say there are 12,500 acres to be irrigated? 

Mr. BENNETT. 13,800 acres. 

Mr. JENSEN. 13,800? 

Mr. Bennett. Yes, sir. 

Mr. Jensen. How much is the charge against each acre? 

Mr. Bennett. On the first stage construction,which is the diversion 
dam and the Sargent Canal, the irrigation cost is $7,633,000, which 
comes down to a cost of $550 per acre. 
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Mr. Jensen. How much do the water users pay? 

Mr. Bennetr. Out of that the water users would pay about 30 
percent. 

Mr. Jensen. Over a period of 40 years? 

Mr. Bennett. Yes, sir. 

Mr. JensEN. How much did you say? 

Mr. Bennett. About 30 percent. 

Mr. Jensen. Is $577 per acre what you said? 

Mr. Bennett. The $577 figure shown on page 22 of the justifica- 
tions is that for the total project, but on the first stage, which is what 
we are now contemplating, it is a little bit less than that. 

Mr. Jensen. How much is it? 

Mr. Bennett. It is about $550. 

Mr. Jensen. The water users would pay $165 per acre, a little over 
$4 per acre per year? 

Mr. Bennetr. $4.45, I think, is the figure. 

Mr. Jensen. Is there any opposition to this project? 

Mr. Bennett. No, sir; the irrigation district is formed and repay- 
ment contract negotiations are well along. 

Mr. Jensen. And the water users are nearly all signed up? 

Mr. Bennett. Yes, sir. We have one draft of a repayment con- 
tract in the office now, and there are some minor changes being made 
in it, and we expect it back approved in the very near future. 

Mr. Domrny. As a matter of fact, the water users on April 19 passed 
a formal resolution approving the form of contract, and the form of 
contract which they approved, as Mr. Bennett said, had only 1 or 2 
minor revisions in it over the one we had presented to them. The 
revisions in it are not considered significant and we feel that we can 
clear it without any problem and, therefore, we will have an executed 
contract within a matter of a week or two. 

Mr. Bennerr. Incidentally, that district is a conservancy-type 
district, with a mill levy which will go in the repayment. 

Mr. Jensen. A mill levy? 

_ Mr. Bennett. I should say a millage levy on their assessed valua- 
tion. 

Mr. Jensen. Is there any other statement that anyone would like 
to make about this project? 

Mr. Dexuermmer. No, sir; I have no further statement to offer. 


HUMBOLDT PROJECT, NEVADA 


Mr. Jensen. All right, we will take up next the Humboldt project 
in Nevada. This is for rehabilitation and betterment, $118,000. 
Is this the first money you have asked for for rehabilitation and better- 
ment for this project? 

Mr. Dominy. Yes, Mr. Chairman; this would be a new start as far 
as rehabilitation and betterment is concerned on the Humboldt project. 

Mr. Jensen. All right; tell us about it. 


DESCRIPTION OF THE PROJECT 


Mr. Dominy. The Humboldt project was built along in the early 
thirties for a total cost of $1,350,000. Part of the plan for furnishing 
water to the Humboldt project involved the purchase of water rights 
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in what is known as the Battle Mountain area. That is a develop- 
ment and collection system, and we expected to get about 55,000 
acre-feet of water supply for the Humboldt project to serve a total 
of 40,000 acres. 

We now learn, from actual operating experience, that in order to 
yield that 55,000 acre-feet of water we must rehabilitate about 11 
miles of dikes along the river and make certain other improvements 
on the channel turnouts and bypasses. 

As a matter of fact, the State engineer of Nevada has brought this 
to a head by insisting that in order to certify that there is that much 
water available to the Humboldt project from the Battle Mountain 
area that this rehabilitation work be performed. 


REPAYMENT 


It is something that the district recognizes as their obligation. 
fired are willing to take up the cost of it as part of their repayment. 
obligation. 

Incidentally, they are current in their existing repayment contract. 
They have paid almost $400,000 of their original obligation now, and 
they have about 21 years to run and they will have paid it in full. 

hey are agreeable to adding about $6,000 a year to their repay- 
ment obligation, so that this $118,000 would be returned over exactly 
the same repayment period as the original construction obligation. 
We feel that that arrangement is fully consistent with the Rehabilita- 
tion and Betterment Act which Congress enacted in 1949. 


ORIGINAL PROJECT 


Mr. Jensen. Will this proposed program irrigate any more acres? 

Mr. Dominy. No; it will not. It will make certain that a water 
supply is available for the continued operation and irrigation of the 
40,000-acre project. 

r. JENSEN. Was this Lo originally built with private funds? 

Mr. Dominy. The Humboldt project, as such, was built as a PWA 
project, authorized during the thirties. 

this Battle Mountain water development and collection system, 
which we need to rehabilitate, was constructed to make a more effec- 
tive and higher use of the limited water of the Humboldt River possible. 
We actually bought a series of ranches in that area in order to get the 
water rights for this purpose, and to bolster the supply for iin Poaject 
area. Previously it had been ineffectively diverted for wild hay 
meadows, which is not a very intensive use. 


REPAYMENT 


Mr. JENSEN. I am going to ask my stock question on projects of 
this nature. Is it not possible for the water users to borrow money 
from local lending institutions to do this job? 

Mr. Domrny. I certainly cannot give a categorical answer “No’’ to 
that question. It probably would be possible, Mr. Jensen, although 
the cost to the water users, with the interest, would probably make 
the annual payments prohibitive when considered with the obliga- 
tion that they have under their existing contract. In other words, 
I doubt that it could be paid out with interest over the same repay- 
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ment period as the original contract, which they can do if it is fur- 
nished by the Government without interest. 

Mr. JENSEN. They can pay it in full? 

Mr. Domrny. Yes, sir. 

Mr. Jensen. This is all to be reimbursed? 

Mr. Domrny. Yes, sir. 

Mr. Jensen. Every penny of it? 

Mr. Domriny. Yes, sir; every penny of it. There has been nothing 
written off on this project. As a matter of fact, they agreed in their 
existing contract to pay the entire cost of construction in 35 annual 
installments. 

CHANNELIZATION 


Mr. Jensen. Is this money to be spent for additional canals? 

Mr. Domriny. No, sir; it would be spent to repair and bring up to 
current operating standards the project water-collection facilities. 

Mr. Jensen. Are those canals lined? 

Mr. Domrny. As a matter of fact, this work, Mr. Jensen, that needs 
to be done is in the river channel. It is dikes and channelization work 
which have to be performed so that we can be assured of this 55,000 
acre-feet of water. 

Mr. JensEN. You have tributary canals, however, leading away 
from the river, do you not? 

Mr. Dominy. That is right, down on the project itself, but those 
are all in good shape. 

Mr. JeNseN. And there are no repairs to be made in those canals? 

Mr. Domrny. Not in the main canals that serve the Humboldt 
area itself. This is out in the collection area on the river in the area 
of the old works that were built to divert water into these private 
ranches which we acquired in order to get the water rights to move 
down the river to the project lands. 

Mr. Jensen. Was it bad engineering to start with? 

Mr. Domtny. No, I do not think so. As I say, it was works which 
were constructed originally for these private ranches for their own 
diversion. 

Mr. Jensen. The Federal Government has spent no money on that 
portion that you expect to spend money on now? 

Mr. Dominy. We spent some money to make that thing work 
from the start, but it has not proved fully adequate. 

Mr. Jensen. Do flood waters destroy your dikes? 

Mr. Dominy. The problem is not flood destruction but rather 
cuannalination to reduce seepage, evaporation, and transportation 
osses. 

Mr. JENSEN. This money is to do a job which was not done origin- 
ally? In other words, when this project was constructed it must 
have been done in a more or less haphazard manner, and this is to 
rectify and to, in a sense, complete the job and make it a finished 
project, would you say? 

Mr. Domriny. Well, I don’t think it could be called haphazard. I 
think I can sum it up by saying that the Battle Mountain water 
development and collection system was established by the Bureau as 
part of this project plan, and some minor rehabilitation was done as 
part of the construction of the project. After several years of opera- 
tion we now know, and the State engineer is insisting, that certain 
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additional improvements should be made to that water development 
and collection system. 
Mr. JenseEN. If this is not done, do you lose some of your water? 
Mr. Dominy. Yes. We have the problem of the State engineer 
saying that unless you improve these dikes and turnouts and channels, 
the Government will have difficulty establishing beneficial use under 
claim to the 55,000 acre-feet of water which was purchased. 


IRRIGATION DISTRICT CONTRACTING 


Mr. Jensen. Who expends this $118,000 finally? 

Mr. Dominy. Under the rehabilitation and betterment program, 
with the encouragement of Congress, in order to hold down overhead, 
we have made a practice of contracting with the irrigation district 
itself where they operate the system, as they do in this instance, to 
make these improvements on their own. 

Mr. JensEN. Do they have an existing force? 

Mr. Dominy. They have an operating force, and they clear in 
advance their plans with the regional director’s staff, assuming, as I 
am sure they will, that their plans for doing this meet with Bureau 
standards. 

Mr. JensEN. You will have an engineer there? 

Mr. Dominy. Yes; we will have such inspection as is necessary. 
You might be interested to know that in the case of the Salt River 
project, Mr. Jensen, where we spent several million dollars in rehabili- 
tation and betterment, that the overhead costs which the Bureau 
has found it necessary to charge to the District, have run less than 2 


percent of the money spent, and the district is well satisfied with 
that. They have had their own engineer and their own worki 
force there, and all that we have had is a district inspector on the ‘ob 
which cuts the overhead to a minimum. 

Mr. JensEN. Unless someone has a further statement to make, I 
think that completes the hearing. Mr. Dexheimer, did you want to 
say something additional? 


SUBSTANTIAL REDUCTION IN BUREAU FORCE 


Mr. Dexnermer. I would like to say, Mr. Chairman, that the 
Bureau of Reclamation has made a much more substantial reduction 
in their force than any other Government agency that I know of. 

In the Interior Department, with a total of 58,000 employees there 
has been a drop of about 4,500. 

Mr. JensEN. Since when? 

Mr. Dexuermer. In the last year. 

The Bureau of Reclamation, with just over 13,000 employees, has 
cut its employment 2,800 of that number, which is a much higher 
percentage. 

We have restudied a great deal of our work and operations, and we 
romp bist have trimmed them down substantially; and we will continue 
to do that. 

We have, as a result of continued studies, reduced the estimated 
costs of several of the projects that we plan to build, both by penging 
the engineering design and by obtaining more data on which to 
our estimates, more exact data. We, of course, are very anxious to 
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have the time and money to plan these things so that we can come up 
with realistic estimates and good designs in order that we can do a 
good job. 

e would like to have these additional units to increase our program 
slightly and the opportunity to go ahead with the needed work in the 
West that we feel is essential to its continued growth and its food 


supply. 

t think that is all I have at this time except to thank you and the 
committee very much for listening to us. 

Mr. Jensen. Well, I want to say, Mr. Dexheimer, that the com- 
mittee is grateful for the record you have made in the reduction of 
your overhead costs for administration. I am sure that you are 
sincere in your efforts to make every dollar that Congress appropriates 
count for the development of water and for these projects that are so 
important to the people of the West and the entire economy of the 
country. 

This committee has felt in the past that there could be great savings 
made, and I want to compliment you for working toward that end. 
You have already made a good start in reducing the unnecessary 
entailed in this great reclamation program. 

compliment you and your staff on this fine showing. 


Wepnespay, Aprit 28, 1954. 
Bureau or InpIAN AFFAIRS 
HEALTH, EDUCATION, AND WELFARE SERVICES 


WITNESSES 


HON. JOHN J. RHODES, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF ARIZONA 

ORME LEWIS, ASSISTANT SECRETARY FOR PUBLIC LAND MAN- 
AGEMENT 

GLENN L. EMMONS, COMMISSIONER 

W. BARTON GREENWOOD, ASSISTANT COMMISSIONER, ADMIN- 
ISTRATION 

MRS. HILDEGARD THOMPSON, CHIEF, BRANCH OF EDUCATION 

EDWARD A. POYNTON, CHIEF, BRANCH OF BUILDINGS UTILITIES 


ADDITIONAL EDUCATIONAL FACILITIES FOR NAVAHO INDIANS 
Amounts available for obligation 


Difference 


+$5, 514, 680 


Total available for obligation 
Unobligated balance, estimated savings 


Nore.—Reimbursements from non-Federal sources above are from the proceeds of sale of personal property 
(40 U. 8. C. 481 (e)). 


Inbudget | Stinate | 

Available from subsequent year appropriation (48 U. 8. C. 
Available in prior year (48 U. 8. C. 50d-1)_---.-.---- —800, 000 —800, 000 |.....-....---- 
Reimbursements from non-Federal 25, 325 
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Obligations by activities 


Description 


In budget 


Direct Obligations 


riated funds: 
ospitals, disease preventive and curative services 


. Educational assistance, facilities and services... 


. Welfare and guidance Services 
. Placement and relocation services 
. Maintaining law and 


from non-F 
6. Replacement of personal property sold 


Total direct obligations 
Obligations Payable Out of Reimbursements From Other 
Accounts 
itals, disease preventive and curative services 
Educational assistance, facilities and services............__. 


Total pbltnations payable out of reimbursements from 
other accoun 


Obligations incurred 


+5, 514, 680 


Obligations by objects 


Object classification 


| 


| In budget 


Revised 
estimate 


Difference 


Summary of Personal Services 


Total number of permanent positions_....._.___- 
Full-time equivalent of all other positions. , 
Average number of all employees... 


Direct Obligations 
funds: 
01 Personal services: 
: Permanent positions. 
Other positions 
Regular pay in excess of 52-week base 
Payment 


Other payments for personal services... 


of things 


Rents and utility services 
Printing and reproduction 
Other contractual services _ 
Services performed by other agencies 
Supplies and materials 
Equipment 
Lands and structures 
Grants, subsidies, and contributions 
Refunds, awards, and indemnities 
Taxes and assessments 
mr and loans (net) 


Subtotal 
Deduct charges for quarters and subsistence 


Total obligations from appropriated funds 
Reimbursements from non- Federal sources: 
09 Equipment 


Total direct obligations 


Obligations Payable Out of Reimbursements 
From Other Accounts 


07 Other contractual services_...._- 
Supplies and materials. 


Total obligations payable out of reimbursements 


from other accounts_- 
Obligations incurred. ___- 


Communiontion 


ESBS 


= 
ses 


54, 105, 320 
25, 325 


54, 130, 645 


+5, 514, 680 


2 baie dips 26, 436, 970 31, 951, 650 +-$5, 514, 680 

3 J 3, 581, 280 3, 581, 280 |........--- 
5 337, 070 
| 54, 105, 320 59, 620, 000 +5, 514, 680 
54,130, 645 | = 

| 

en: 8, 464 | 9, 244 +780 
225 242 +17 
8,070 | 8, 857 +787 
+$3, 200, 605 
792) 800 | £73, 960 
109, 080 | +12, 600 
eves 1, 495, 691 | +88, 245 
Total personal services... - 31, 273, 991 | +8, 375, 410 
ck 844, 505 +24, 500 
124, 251 | +3, 300 
771, 164 | +265, 900 
22, 815 } +3, 300 
5, 214, 178 | +49, 500 
oR a dhnaey 10, 382, 670 1 +1, 485, 770 
09 4, 587, 600 +49, 900 
ll 5, 573, 620 5, 823, 620 +250, 000 
55, 576, 000 61, 090, 680 +5, 514, 680 
59, 620, 000 +5, 514, 680 
59, 645, 325 +5, 514, 680 
| 54,130,645 | 59,645,325, 
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Average salary and grade 


| Actual, 1953 | Estimate, | 
_| 


Average salaries and grades: 
General schedule 
Average salary_. 
Average grade 
Crafts, protective and custodial since 
Average 
Average grade 


Mr. Jensen. The committee will come to order. 

We are pleased to have before the committee today Mr. Orme Lewis, 
Assistant Secretary for Public Land Management, Indian Affairs, the 
Park Service, and many other things. 

With him is the Commissioner of Indian Affairs, Mr. Glenn L. 
Emmons, and his able assistants. 

You folks are here to justify a supplemental request contained 
in Senate Document No. 113, for additional money over and above 
the amount which was in the regular bill for educational facilities for 
the Indians. Is that right, Mr. Lewis? 

Mr. Lewis. Yes, sir. More operational facilities. 

Mr. Jensen. You are asking for an additional amount of $5,514,680. 
Mr. Lewis, do you have a statement to make at this time? 

Mr. Lewis. No. I attended because I thought there might be an 
occasion arise in which you might desire to ask some questions or I 
might be helpful. 

Mr. Jensen. We are pleased to have you here. 

Mr. Emmons, I am sure you have a statement to make. 


GENERAL STATEMENT 


Mr. Emmons. Mr. Chairman and members of the committee, at 
our first hearing we indicated that our main policy was an investment 
of health, education, and economic opportunities for the Indian people. 
At that time also we indicated to you that we were surveying a possible 

— to . as many more of the Navaho children in school as possible 
y this fa 

We had indicated to you we had approximately 14,000 out of 28,000 
Navaho children, age 6 to 18, out of school. 

At that time you offered us a very challenging statement. You 
thought that there should be some means worked out to get all these 
Navaho children in school. 

Subsequent to that, in a discussion with you, I told you that I 
would like to see if we could not possibly get the whole 14,000 out-of- 
school children in school by fall if that was humanly possible. 

In the meanwhile this unfortunate happening took place in the 
House. While you were in the hospital our committee completed its 
report showing we could definitely get approximately 7,000 more 
children in school, but it looked like it might not be feasible or practical 
to attempt to get ‘all of them in school this fall, on account of problems 
of recruitment and whatnot. 

We are convinced that we can get the number of children in school 
that our request indicates, and we can do this without any additional 
construction moneys this year. It is so imperative that we get this. 


i Nowe $4, 048 | $4, 060 | $4, 151 
G8-5.5 | GS-5.3 | GS-5.8 
fone $2,793 | $2, 840 | $2, 872 
CPC-82|  CPC3.2| CPC-3.2 
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Mr. Jensen. You say you can accomplish that without building 
any new facilities? . 

Mr. Emmons. I mean outside of our regular appropriations, the 
amount of the regular budget. 

The funds we are asking for in the Navaho program are $4,535,425. 
That would be mostly for operational expenses. » 2 other words, that 
will be getting into school, 5,639 additional Indian children, and that 
will be broken up this way: 

Nonreservation, 800. On the reservation we would be able to get 
2,453 more. In the community reservation schools there would be 
286. In the trailer schools that we have discussed we can get 1,100 
more. 

Mr. Jensen. In how many trailer schools? 

Mr. Emmons. It would be about 36. We have 6, I think, out 
there now. 

Mr. Jensen. You have 6 in operation now? 

Mr. Emmons. Yes, sir. 

Mr. Jensen. We added an additional 20. We put money in the 
regular bill for 20 additional trailer schools. 

Mr. Emmons. Our survey showed we could use more trailer loca- 
tions. Unfortunately, our report was not ready for the original 

hen, by providing Sermicory and dining facilities in these towns 
and cities on the perimeter of the reservation we can get 1,000 more 
in school this fall. That is provided by the towns, where they will 
have existing facilities. They could not take any more this year, 
but they do have the facilities available now. 

Then, in Public Law 815 schools we expect to place 1,040 more 
ee That is in those schools on the reservation at Ganado and 

ort Defiance, Ariz. An additional 247 pupils are included in this 
year’s program for Bureau schools. 

Then the money is already in the 1955 budget for 620 more who will 
be going to school on the reservation. 

hen we have money in the budget for 400 more Navaho pupils in 
the 13-to-18-year group. They will be in existing off-the-reservation 
schools. 

That makes a total of 7,946. That is going to leave us approxi- 
mately 5,000 more that we will have to arrange for in the following 

ear. 

This was the maximum amount. I indicated to you, Mr. Chairman, 
that we were going to hit for the 14,000, but we would not hit any 
higher than we knew we could positively get in school. So I am — 
happy to say that with this additional request for operations it will 
not leave too many Navaho children for us to have to get in school the 
following year that are not in school this year. 

Mr. rtm this increase I spoke of —5,639—in addition to the 
ones we have the funds appropriated for—2,307—makes the 7,946 


re. 

We are actually providing facilities for 5,639 above what we would 
have gotten this year without this supplemental appropriation. 
Another thing, too, sir, is this: This additional trailer money will come 
out of the construction funds that were included in the budget. 
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TRAILER SCHOOLS 


Mr. Jensen. Let me ask you this question about the trailers: 
Are these 43 trailer schools you are asking for in addition to the 20 
we allowed in the bill? 

Mr. Emmons. No, sir. That is, altogether we will have the 43. 

Mr. JeNsEN. So, actually, there is money in here for only 23; is 
that right? 

Mr. Greenwoop. Mr. Chairman, may I answer that question? 

Mr. JENSEN. Yes. 

Mr. Greenwoop. In the regular bill the committee earmarked 
$460,000 for the purchase of trailer units. 

Mr. JensEN. That is right. 

Mr. Greenwoop. And $150,000 for the employment of additional 
teachers. 

Mr. JensEN. Yes. 

Mr. GreEENWOop. In doing so you gave us the same amount of 
appropriations we have this year. 

Mr. Jensen. For what? 

Mr. GreEenwoop. For education. It would mean that if we provide 
the trailer units and the additional teachers out of the amount allowed, 
pi am reduce the educational program elsewhere in order to provide 
or this. 

Our supplemental estimate contemplates the use of available con- 
struction funds—no new appropriation is required—for the purchase 
of the trailer units. The teachers and other expenses are included in 
the supplemental estimate. 

Mr. Jensen. We, of course, hoped that it would be possible for you 
to find places where you might make some savings in the amount that 
we indicated, that we recommended in our original bill. The com- 
mittee indicated it thought those savings could be made, and you 
could use the $460,000 for trailer schools and $150,000 to hire teachers. 

Mr. Greenwoop. We could not see any way of making the savings, 
Mr. Chairman, except by reducing the number of seats available 
elsewhere. 

Mr. Jensen. You could not? 

Mr. GreEeNwoop. No, sir. 

Mr. Jensen. We allowed $52 million for health, education, and 
welfare services. which was $2,105,320 below the budget estimate. 

Mr. GreeNwoop. That is the same amount as the appropriation for 
this year, Mr. Chairman. 

Mr. Jensen. That is right. You say savings could not be effected 
here and there without reducing the seating capacity? 

Mr. Greenwoop. That was our feeling; yes, sir. 


FORT TOTTEN AND ROSEBUD SCHOOLS 


Mr. Emmons. Then we also asked for the continued operation of 
the Fort Totten and Rosebud Schools in the amount of $234,575. 
Both these schools were slated for abandonment in our 1955 budget in 
the hopes of making other arrangements for the accommodation of the 
260 pupils to be enrolled. It looks now like arrangements cannot be 
made to take care of these children, and we will be required to operate 
these two schools. 
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TEACHERS 


Mr. Jensen. How many additional teachers are you asking for? 
Mr. Greenwoop. Mrs. Thompson, do you have that figure? 
Mr. THompson.—It would be about 250. 

Mr. Jensen. What is their average pay? 

Mr. Tuompson. Well, the average pay now is around $3,600. The 
beginning pay is a little bit less than that. The overall average is 
about that. 

TEACHER QUALIFICATIONS 


Mr. Jensen. Are all these teachers now college graduates with top 
teacher certificates? 

Mr. Greenwoop. Not all of our present teachers; no, sir. We do 
have some instructional aides who do not qualify as full teachers. 

Mr. Jensen. Where do you expect to get all these teachers? 

Mr. Greenwoop. Well, we have a recuitment program under way 
at the present time, and we are hopeful we will be able to get all of 
the teachers we need. We will probably have to use some persons 
who are not fully qualified as teachers, especially in the trailer schools. 

Med JeNsSEN. Who are not fully qualified? What do you mean by 
that? 

Mr. Greenwoop. They do not hold a college degree. They do not 
meet all the requirements of a full teacher. 

Mr. Jensen. I have for years contended, and I think this committee 
has quite generally agreed, that it does not make sense to demand that 
a teacher must have a college degree in order to teach Indian children, 
at least under the age of 10. I think I could go along with this request, 
knowing the many hours of hard work you put in, Mr. Emmons, if I 
were assured that vou would take it upon yourself to hire teachers— 
possibly Indian girls or Indian boys—out of high school with maybe 
3 months of teacher training, to go out and teach these children, these 
younger children, It just seems so unreasonable to take the position 
that a teacher must have a college degree to teach those children. 

Now, I am satisfied that there are Indian girls and boys who have 
high-school educations who would be very happy to go back to their 
reservations and teach those children, and I think they would do a lot 
better job than someone who cannot talk the Indian language or 
someone who does not understand the Indian children. 

Is it your intention to hold tight to this idea that these teachers 
must have a college degree in order to teach those children? 

Mr. Emmons. Mr. Chairman, I am perfectly in accord with your 
statement. The fact is that in the future we will have to adopt the 
suggestions you have mentioned. . 

Certainly in the elementary or primary teaching on the reservation 
we should employ the native people themselves. I think they would 
have a better understanding. 

The fact is that we have discussed that at some length in our 
office. Now, just how that would come in conflict with civil-service 
regulations I would not know. I would rather ask Mrs. Thompson: 
Are there any legal reasons why we cannot do that? 
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TEACHING AIDES 


Mrs. THompson. We have now teachers who are called teaching 
aides. I might describe some of the plans that we have in mind. 
In fact, we have started now to select some of the high-school pupils 
who might be interested in this training, and they are beginning now 
to train some of these people who can work alongside of a qualified 
teacher in a two-teacher school or in a school where there are other 
teachers, so that we will have some who are qualified and some who 
are not qualified. These will be Navaho-speaking people with a high- 
school education, or the equivalent. 

Mr. Jensen. Is that a requirement? Is there a requirement that a 
teacher must have a college degree in order to teach in Indian schools? 

Mrs. THompson. Yes, sir; a fully qualified teacher must have a 
college degree. A teaching aide does not have to have a college 
degree. 

Mr. Jensen. In your trailer schools you do not have two teachers, 
do you? 

Mrs. THompson. No, sir; we will not have in all of them. I think 
there will be 7 where we will have 2 teachers. 

That would create a problem, because it would be necessary to be 
very selective in the Navaho personnel that you put out there. In 
other words, you could not put a young Navaho girl out in a com- 
munity by herself, because it would be against the Navaho culture 
and they would not accept it. Or you could not put a young man 
who was too young out in that kind of a situation by himself By 
being selective and placing them where they can be with other people 
= where they will be accepted we can use a number of these teaching 
aides. 

The requirements for them will be the equivalent of a high-school 
education. It does not mean that they necessarily have to have a 
high-school diploma, but it is the equivalent of a high-school education 
and a knowledge of the language. 

Mr. Jensen. Of course, then you have your teachers’ organizations, 
which insist that an Indian child is entitled to just as good a teacher 
as the white child. I agree with that; but, you know, I attended a 
country school where high-school graduates finished high school and 
taught the country schools. I still think they were great teachers. 

I for one would pay no attention whatever to the teachers’ associa- 
tion regarding these Indian children, because if we do I am afraid we 
are not ever going to get these Indian children in school. 

Mrs. THompson. I think, Mr. Chairman, by being selective and 
training these young people and giving them the proper supervision 
and putting them with other qualified people who will be on their right 
hand to help them that we can absorb a number of them in this 
“oe In fact, we have started in that direction now. 

r. JENSEN. What these Indian children need is reading, writing, 
and arithmetic to start with, is it not? 

Mrs. THompson. Yes, sir. 

Mr. Jensen. And some instruction in sanitation. 

Mrs. THompson. Yes. 

Mr. Jensen. It surely does not take a girl or a man with a college 
degree to teach that. 
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Mrs. THompson. It takes a person with training, so that he will 
know how to teach a non-English-speaking youngster to speak English, 
because that is a difficult problem. Now, the college degree is not the 
thing that gives the person that ability. But the real problem is the 
= who is qualified, so that you get the results you are after in 
earning English, because you waste your money if you take 2 years 
to do a job that ought to be done in 1 year. That is the thing we 
must avoid. 

Mr. Jensen. I have been so put out about this idea that we have 
to have a teacher with a college degree to teach a 6- or 7- or 8- or 9- 
or 10-year-old child. If, years ago, we would have accepted these 
Navaho high-school graduates and put them out there on these reser- 
vations to teach those children we would not have had any educational 
‘eee pg on the Navaho Reservation. But, no, we had to have the 

st. We have suffered. The elementary children have suffered 
~ it. I certainly hope that a lot of redtape is cut to get this job 

one. 

Mr. Lewis. Mr. Chairman? 

Mr. Jensen. Yes, Mr. Lewis. 


POSITION OF DEPARTMENT OF INTERIOR 


Mr. Lewis. Without being specific about the teachers themselves, 
I think that the program as a whole indicates that so far as the Bureau 
is concerned, the Department and you, there is no difference of 
opinion. 

As you know, I have lived out that way all my life, and I have 
watched the education in the Indian schools down in Phoenix and 
have known a little bit about the education around the reservation. 

The very program that has been deveioped here, and the short time 
within which it has been developed, is indicative of the fact that Mr. 

Emmons and the Bureau are trying to on this form an entirely 
new point of view. Heretofore it has been approached from the 
point of view of building exquisite buildings, better than we get in the 
ordinary public schools and far better than we get in private schools, 
and doing everything in the way all of us would like to see it done. 
Nobody is in an ment about the manner in which we would like 
to see something done. But we were getting nowhere. We were 
a the money that was made available to us, but we were having 
less children in school every year. 

This approach is certainly no perfect approach. It is not putting 
them in nice, permanent buildings. It is not possibly giving them the 
i of teachers that the ultimate in the teaching profession would 

emand. But, if carried out, it is going to start educating them. 
Whether the education is of the highest degree or of a mediocre degree 
is not involved. While the highest degree would be better, the 
mediocre degree is far better than none at all. 

Frankly, I think it will give an excellent education to them and will 
also teach all of us—the committee, the Bureau and everybody—how 
oo we can go along a line like this, how inexpensively we can educate 

em. 

The budget here for the 1 year, this supplemental that is requested, 
is less than half of the cost of a school on that reservation, which 
would have only accommodated 700 youngsters. Maybe we are 
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getting somewhere and maybe this is opening the door to the active 
consideration of such things as you have mentioned in connection 
with the teachers. It is going to create a great opportunity for the 
young people to get the kind of education that will make it possible 
for them to go back on the reservation and do the kind of a job you 
want done. 

Mr. JENSEN. I will say right here for the record, if we can get about 
8,000 more Indian children in school fcr an additional $5 million it is 
a great thing. 

Mr. Lewis. That is not quite right. It is 6,000 for the additional 
$5 million. 

Mr. Jensen. Yes. If we can get an additional 5,899 children in 
school for this amount of $4,514,680 then certainly it is a good deal. 
It is so good that I am not saying you cannot accomplish that, Mr. 
Emmons, because I know you have really worked at it, but it looks 
almost like an impossible task. I am going to take your word for it 

Mr. Emmons. Fine, Mr. Chairman. The fact is our crew has 

ledged themselves that they are going to see it is done. It looks 
like an impossible job, and I wanted to be sure that we could before 
I could be so positive in my statement that it will be done. 

I have made the statement to you that I certainly could not recom- 
mend anything unless I found it was sound and feasible and could be 
done. I was disappointed that we could not work in the other 5,000. 
Next year I think we can do that, by showing that we can do this. 

Mr. JENSEN. That is fine. I am encouraged. 


STATEMENT OF CONGRESSMAN RHODES 


Mr. Ruopes. Mr. Chairman? 

Mr. JENSEN. Yes, Congressman. 

Mr. Ruopes. I do not have any desire to take the time of the sub- 
committee at this time, but I would like to make at statement at this 
point, if I may. 

Mr. JENSEN. We would be most happy to have you do that. 

Mr. Ruopss. I am most heartily in agreement with the project. 
I think it is a wonderful piece of work they are doing here. I partic- 
ularly like the feature of getting some of these Indian children into 
the schools with the white children. I think that works along the 
basis the Interior and Insular Affairs Committee has been working for 
quite some time, and that is to break down these barriers which exist 
and to let the white community know how the Indian community is 
living and vice versa. 

Mr. JENSEN. Yes. 

Mr. Ruopss. I think it is a very beneficial program. 

Mr. JENSEN. We are very happy to have your statement. 

Off the record. 

(Discussion off the record.) 

Mr. JensEN. Do you have anything else? 

Mr. Emmons. I believe not, sir. 


CONSTRUCTION PROGRAM REVISION 


Mr. Greenwoop. Mr. Chairman, there is one other thing which I 
think we should mention to you. The prosecution of this program 
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requires a complete revision of our construction program for the cur- 
rent year. That is not mentioned in our justifications. We would 
like to submit for the examination of the committee the revision that 
we propose in the construction program. 

Mr. Jensen. Within the amount of money appropriated? 

Mr. GREENWOOD. Yes, sir. 

Mr. Jensen. In the regular bill? 

Mr. Greenwoop. No. It is within the available appropriations. 

Mr. Jensen. That is what I meant. 

Mr. Greenwoop. Yes, sir. 

Mr. Jensen. The available appropriations for 1954 and the amount 
recommended by the House of Representatives for 1955. 

Mr. GreENwoop. It does not even include the amount in the 1955 
bill. This is a revision of the 1954 construction program. 

Mr. Jensen. All right. 


CIVIL SERVICE CLASSIFICATION OF TEACHERS 


u explain this change in civil service classification? 
to yoop. Mr. Chairman, when we were before you in con- 
Me with the regular budget we indicated that the Civil Service 
Commission in two regions had completed audits of our teaching posi- 
tions and dormitory attendant positions. Those audits disclosed that 
our teachers were not graded in accordance with civil service standards. 

We were directed generally to increase the grade 5 teachers to grade 
7. At that time audi ts had been completed in only 2 regions, and we 
indicated the cost of reclassifying the jobs in those 2 regions would 
amount to about $300,000. 

The extension of the conclusions reached by the audit group to all 
of our teaching positions and dormitory attendant positions would 
probably mean a cost in excess of $1 million. 

Since we were before you on the regular hearings we have been in 
consultation with the Civil Service Commission representatives and 
they have concluded that the findings in the two regions where the 
audits were conducted should be applied servicewide in our schools, 
so that the additional amount in this estimate is to meet the addi- 
tional cost of reclassifying all the teachers who need to go from grade 
5 to grade 7 in order to meet the civil-service standards, and some of 
the dormitory and instructional positions that will be raised in grade. 

Mr. Jensen. Will the effect of that new reclassification of civil- 
service grades be a deterrent toward employing high-school graduates 
to teach these children? 

Mr. GreENwoop. Oh, no. As a matter of fact, I think it will 
make our teaching jobs more attractive, because it does increase the 
salaries of the ee ositions and instructional aide positions. 

Mr. JENSEN. That j is all well and good, and | am in favor 
of people havin wot pay; but without a question of doubt there are 
many Indian high-echool graduates who would be happy to go 


back to the reservation and teach school for oe $2,500 a 
t 


year. Everything we do seems to become more difficu and more 
expensive. Ido not want any teacher to work for less than he or 
she ought to, but here, again, we add this to the expense of carrying 
on the Indian service. 
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Will this classification include new positions, beginners? For 
instance, a teacher who is just starting to teach? 

Mr. Greenwoop. No; generally speaking the new teachers would 
be in the grade 5 jobs. The reclassification would be in those jobs 
where teachers have long experience and are operating without 
immediate supervision. 

Mr. Junsen. Then you do not contemplate the bigher grade for 
the additional 250 teachers that you propose to hire; is that right? 

Mr. GreeNwoop. Some will qualify for the higher grade jobs 
because they will have the experience and will meet the qualifications 
of the Civil Service. 

Mr. JensEN. Do the estimates include the necessary funds to pay 
all of them in the higher grade? 

Mr. GREENWOOD. is. The supplemental appropriation for the 
Navaho program includes $146,600 for the higher grades for 210 
teachers. 

Mr. Jensen. There would be 210 in the higher grades? 

Mr. GreENWoOop. Yes. 

a Well, of course, it depends on the type of teachers 

ou hire. 
: Mr. Greenwoop. They must be classified in accordance with the 
standards prescribed by the Civil Service Commission. They deter- 
mine the grade and salary of the teachers. 

Mr. Jensen. Whether it makes sense or not. 

Mr. GreENwoop. We do not have discretion. 

Mr. Bunce. Will the chaiman yield to me there? 

Mr. JENSEN. Yes. 


WRITING OF TEACHING SPECIFICATIONS 


Mr. Buper. Is it not a fact you set up the job specifications in 
the first instance and then the Civil Service Commission does the 
classifying? 

Mr. Greenwoop. No. The Civil Service Commission prescribes 
the specifications. 

Mr. Buper. They have made the specifications on their own initia- 
tive that all teachers of Indian children must be college graduates? 

Mr. GreEenwoop. We tell them what type of job we need. 

Mr. Bupex. You set up the job specifications? 

Mr. GREENWOOD. We write up the job sheets, which is the same 
thing, then we have to classify in accordance with the standards of the 
Civil Service Commission. 

Mr. Bupasr. But they are your standards. I think that should be 
made clear. It is not the Civil Service Commission that requires the 
teachers to be college graduates, it is the Indian Service. 

Mr. GREENWOOD. No, it is the specification of the Civil Service 
Commission. The job itself determines the grade and salary of the 
teacher as compared with their standards. For instance, they say a 
teacher who was teaching a school without any immediate supervision 
is entitled to grade 7 and the salary that goes along with that grade. 

Mr. Buper. That may be well and good, but the requirement that 
they must hold a college degree before they can qualify for these 
positions originated in the Indian service, did it not? 

Mr. GrEENWoopD. Perhaps Mrs. Thompson can answer that. 

46868—54—pt. 2——19 
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Mrs. Tuompson. I think there was consultation between the Civil 
Service Commission and the Indian Bureau, but the civil service does 
not classify a person on the basis of whether or not that person has 
a college degree, but on the basis of the responsibilities that person 
carries. Whether they had a college degree or not, if they carried 
a certain responsibility the Civil Service Commission would insist 
that they be in a certain grade. That is where we get in the difficulty. 

Mr. Bupas. Mr. Chairman, I would like to have the Indian Service 
insert a statement as to how much of this $1 million increase is the 
result of the requirement that teachers in the Indian Service must 
hold a college d . 

Mr. JENSEN. Gan ou furnish that information? 

Mrs. THompson. Yes sir. 

(The matter referred to follows:) 


TEAcHERS, INSTRUCTORS—BUREAU OF INDIAN AFFAIRS 


Any employee who has responsibility for the day-to-day teaching of a group of 
— regardless of the age or grade level of the children performs prefessional 
uties. 

The Bureau has classified employees engaged in teaching duties in GS—5 and 
GS-7. As aresult of the audit made in three civil-service regions the Civil Service 
Commission has instructed the Bureau that duties performed by GS-5 teachers 
are improperly classified, and should be classified properly in GS-7. Further, the 
Bureau has been instructed to apply this classification servicewide. 

The Civil Service Commission is charged with the responsibility of supervision 
of the requirements of the Classification Act of 1949, setting standards to secure 
like pay for like responsibility in Federal service in accordance with the provisions 
of that act. The Bureau must by law comply with the provisions of the act. 

For teacher positions throughout the Government the Civil Service Commission 
has for many years required a positive education requirement. As different types 
of teaching positions developed in the Bureau proposed qualification standards 
were recommended to the Civil Service Commission for approval. These stand- 
ards included positive educational requirements which were consistent with the 

neral requirements of States and the precedents established by the Civil Service 
em a and which the Bureau has continually agreed were necessary in order 
to provide a high standard of teaching and a high level of teaching personnel in 
the Government. The approval of such standards is the final responsibility of the 
Commissioners of the Civil Service Commission. 

The attached table shows Bureau education requirements as compared to State 
requirements for teaching positions. 
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Elementary schools 


Degree or 
number of 
semester 
hours 
required 


Bachelor 

96 
Bachelor 
Bachelor 

60 
Bachelor 
Bachelor 


Bachelor 
Bachelor 


Bachelor 
Bachelor 
63 


60 
Bachelor 
Bachelor 

96 


ow ent 


Bachelor 
Bachelor 
30 


70 

6 

432 

64 

* None 


New Hampshire . Bachelor 

New Jersey Bachelor 

New Mexico 60 

h 


Bachelor 


96 
Bachelor 
e Bachelor 
South Carolina Bachelor 
South Dakota 60 
T Bachelor 
30 


Bachelor 
Bachelor 

Bachelor 
Bachelor 
64 


64 
60 


SHOCK 


ss 


! BSE in elementary education. 

2 A few certificates issued on 60 semester hours—examination. 

4 Approved curriculum. 

‘ County certificates issued—prerequisite, completion of 16 

5 Certificate issued to graduate of high school normal course. 

* Course requ 

} eo certificate good for 4 years to college graduates with no professional courses. 


l 
Professional Practice 
3 education teachin 
1 Bureau or State required, required. 
semester semester 
l hours hours 
22 
Ss 30 10 
n 30 
16 
nd 36 
8 18 
16 
n 2s 
3 Okla na 12 
Is 
e 
e 
Tr 
e 
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Mr. Greenwoop. It is not a question of a college degree. It is 
a ae of the responsibilities that a teacher is carrying. 

r. Buper. Then why can you not employ teachers who do not 
have college degrees? 

Mr. Greenwoop. We do but they are not full teachers. We 
employ instructional aides. 

Mr. Buper. You said there was nothing in the standards, so why 
can you not employ them as full teachers regardless of whether or not 
they have a college degree? 

Mr. GreEnwoop. They would not be fully qualified teachers ac- 
cording to the standards. 

Mr. Buper. Whose standards? 

Mr. Greenwoop. Civil-service standards. 

Mr. Buper. You just told me there was nothing in the civil-service 
standards requiring a college degree. 

Mr. Greenwoop. For a full teaching job. For a new teacher to 
qualify for a full teaching job under present standards a college degree 
is required. 

Mr. Bupae. That is directly opposite to what you just said. 

Mr. Grepnwoop. No. I said we do employ instructional aides, 
but we cannot classify them as full teachers. 

Mr. Bupeer. I concur in what the Chairman said. We have normal- 
school teachers teaching all over the country and why this require- 
ment of a college degree has been started and is permitted to continue 
in the Indian Service I do not know. I think this $1 million request 
is a direct result of that college-degree requirement. 


CIVIL SERVICE AUDITS 


Mr. Greenwoop. I do not think so. The $1 million increase 
results from the audits which civil-service representatives have made 
of actual jobs being performed in our schools. They did not take into 
consideration necessarily whether or not a teacher had a college 
degree. That probably entered into the picture. 

Mr. Bunpee. [ still think the Civil Service Commission sets up the 
standards on the specifications you send up to them. 

Mr. Greenwoop. As Mrs. Thompson pointed out, the standards 
that exist now were developed in consultation with the Bureau. We 
do write job sheets for teaching positions, but in classifying those 
jobs we have to refer to the civil-service standards. 

Mr. Bupas. We are all for getting more teachers and more children 
in school, but I am not so sure we need an increase of $1 million, which I 
strongly suspect is the result of specifications of you or somebody else. 
That $1 million would pay a lot of teachers. 

Mr. Greenwoop. This $1 million results from audits made by the 
Civil Service Commission. 

Mrs. THompson. Mr. Chairman, may I add something there? 

Mr. Jensen. Yes. 

Mrs. THompson. During the audits, they found some of these 
teaching aides who had the equivalent of a high-school education 
teaching, and they classified them, if they were performing the same 
job, the same as a teacher working beside them who had a college 
degree. They said to us, “If you place these people in a classroom 
with the responsibility of teaching, they are in this grade,’ which 
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leads me to believe it is not the college degree that determines the 
grade but the job, the responsibility. 

Mr. JeNsEN. The Indian Service collaborated with the Civil Service 
Commission in writing these classifications. Allright. Is it not quite 

ossible that if the Indian Service asked the civil service to agree to 
oosen up their requirements, that the Civil Service Commission would 
do it, insofar as teachers are concerned? 

Mrs. THompson. The point is that even if we liberalized the 
requirement, moneywise it would not make any difference because the 
civil service would require us to pay the salary comparable with the 
responsibility that the individual carried. 

Mr. Greenwoop. I think we can clarify it if we distinguish between 
recruitment for new teachers and the classification of teachi®rs on the 
job. In recruiting new teachers, the qualifications, including a college 
degree, apply. 

Ir. Buper. Let us stop there. If that is included in the civil- 
service requirements, how can they be paid the same rate whether 
they hold a college degree or not? , 

Mr. GREENWOOD. I was going on to say we might have a situation 
where we would employ an instructional aide with the idea she would 
not be doing a full teaching job and grade her grade 4, and the Civil 
Service Commission might come along a year hence and find she was 
— a full teaching job and insist on her being given a full teaching-job 

ade. 
oer. Bunce. For which she could not meet your standards? 

Mr. GreENWoop. She could not meet the requirements to be 
recruited, but having been employed and performing the duties, she 
becomes eligible. 

Mr. Bupar. Who can tell us how the committee can go about 
removing college-degree requirements before we act on this bill? 

Mr. GreENWoop. I do not know that it needs committee action, 
unless you would state in your report that you thought it was desir- 
able, and the Indian Bureau would take it up with the Civil Service 
Commission. 

Mr. Buper. I think the Civil Service Commission would pretty 
well follow the recommendations of the Indian Bureau as to the 
qualifications. They do for other agencies. 

Mr. Greenwoop. They might, but they have their own ideas. 

Mr. Jenson. After all, Congress appropriates for the Civil Service 
Commission. I do not want the Civil Service Commission to get to 
thinking that they are boss over all. I am afraid they are heading in 
that direction and they may have to be informed that exceptions 
alter cases, and this is an exception, and they they must not be dic- 
tatorial and hold fast to their regular ideas of procedures and rules and 
regulations in this instance, because if they do it is going to cost some 
Indian children the terrible thing of not being in school. They should 
be told about that. 

Mr. Lewis. Mr. Chairman, may I say something on that point? 

Mr. Jensew. Yes, Mr. Lewis. 

Mr. Lewts. In approaching this, I, of course, do not really know 
whether or not a person should be a college graduate or not to be a 
teacher as between the first grade and the last year in high school. 
There is a breaking point in there, I assume. 

Mr. Bunge. These are children between the ages of 6 and 13. 
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Mr. Lewis. These are more nearly the early grades that are being 
discussed. 
TEACHER RECRUITMENT 


Mr. Fenton. How many regular teachers do you have employed 
by the Bureau now? 

Mr. GreEenwoop. We have 1,979 teachers, and this supplemental, 
exclusive of the Navaho special program, contemplates the reclassi- 
fication of 1,560. 

Mr. Fenton. Are all the positions filled? 

Mr. Greenwoop. No; we do not have all the positions filled at any 
one time. 

Mr. Faxton. How many schools are idle because of the fact that 
you cannot secure teachers? 

Mr. Greenwoop. We have none idle because of the lack of teachers. 
In some cases teachers are carrying pretty heavy loads. We are 
operating schools where there should be 2 teachers, with 1 teacher. 

Mr. Frenron. The law requires a teacher for how many Indian 
children? 

Mr. Greenwoop. I think you are thinking of the Navaho treaty, 
which calls for 1 teacher for 30 children. The reclassification program 
includes all the teachers in all the schools. . 

Mr. Fenton. Do you expect to have difficulty in recruiting 25 
additional teachers? 

me GREENWOOD. It will not be an easy job but we expect to get 
them, 

Mr. Fenton. Your requirements are pretty rigid. I may not go 
as far as the previous statements here today, bait I know quite a few 
applicants for teaching positions who, according to their scholastic 
records, are pretty well qualified, still they do not come up to the 
standards required by the Indian Bureau, 

Mr. Emmons. Mr. Chairman, I think too that we should have some 
latitude in the placement of these teachers rather than the Civil 
Service. There might be some areas on the reservation where I think 
a different type of teacher might be employed than in others, and I 
believe ments that if we could get someone who had a part of a college 
education and might be willing to come in and teach and help us out 
on this program, I think we should have the right to hire such a person 
who has the morals and the intelligence to do the job, and I believe 
that we could pick up some additional teachers by not requiring a 
college degree. 

Mr. Jensen. Mr. Emmons, a lot of Indian children are high-school 

aduates and their parents are too poor to send them to college. 

ow, if those high-school graduates could be hired and could teach, 
say, for a couple of years, they possibly could earn enough money to 
go to college for maybe a couple of years or even maybe 4 years, and 
by so doing we would be aiding those Indian children. Those high- 
school students could get a college education in addition to doing a 
job for the Indian children. ; 

Dr. Fenton, I did not mean to interrupt you. 

Mr. Fenton. I do not have very much to say about the matter, 
but it is very pleasing to me to note that when I first came on this 
committee a number of years ago there were 20,000 Navaho children 
who had never seen the inside of a school. Now it is down to 14,000, 
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and with the aepeetel there will only be 5,054 left. I certainly 
want to congratulate you people for taking this step in trying to get 
out of a chaotic condition some semblance of order so far as school- 
children are concerned. As the chairman said, if this is successful 
we certainly think that the amount of money you ask for would be 
well spent. I firmly believe that if Mr. Lewis and the Commissioner 
and the civil service people could get together you would not have this 
difficulty in getting teachers. 

Mrs. THompson. May I add one point at this place? I think we 
are overlooking one fact and that is that if we cannot find enough 
qualified teachers, that is, those with college degrees, we are permitted 
to employ teachers with substandard qualifications, which means 2 

ears of college plus a certain number of hours in education, so we 
bate that flexibility plus the teaching aids, which gives us 2 types of 
teachers below the college degree. 

Mr. Fenton. Is the differential very great? 

Mrs. THompson. No. The 2-year college person gets the same as 
the 4-year college person. 

(Discussion off the record.) 

Mr. Lewis. This is the first time we have tackled the job on this 
basis. The education takes place on the reservation. It is just an 
inexpensive attempt that to my mind is tremendously worth while to 
find out whether it will work. We have heretofore spent great sums 
of money for capital investments. Those capital investments will 
stay, it is true, but they do not educate anybody unless they are used. 
If we can spend this on the work itself and find out whether it is a good 
idea—which it apparently is 

Mr. Fenton. We are experimenting all over the world on ques- 
tionable things, and I think now that we have our own to take care of, 
they should come first. 

Mr. Lewis. I do not want to give the idea it is questionable, but 
if there is an element of experiment in it I think its proving a success 
is the highest reward we could have. 

Mr. Emmons. Would you like our construction man to tell you the 
type of construction we contemplate? 

Mr. Jensen. Yes, but before that I would like to ask a question 
or two. 

You are asking for 250 additional teachers for 1955. Do you pro- 
pose to employ all those teachers early in fiscal year 1955? Are you 
ree money in here for all the 250 teachers for the full fiscal year 
of 1955? 

Mr. Greenwoop. Yes. We have our recruitment program under 
way now. 

Mr. Jensen. You cannot have all the facilities ready for the 
children by that time? 

Mr. GrEENWoop. We expect to, yes. We have our advertise- 
ments out right now. 

Mr. Jensen. I hope you can make it. 

Mr. Emmons. I told the people the monkey was on our back and 
we had to do it. 

Mr. Lewts. I just returned from Arizona last night and I know the 
Indian Bureau has been working out there because everywhere I went 
they told me they were going back and forth getting these things 
arranged and people said to me, “If they squeeze us, will they get 
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them back and leave us holding the bag?’ I said, ‘‘Come along and 
bet with us.”’ 
Mr. JENSEN. It takes five trailers for each school unit? 
Mr. GrEENWoOop. Yes. 
Mr. Jensen. Will you be able to buy those for the $23,000 that 
you told us you could get them for? 


Mr. Greenwoop. I think it may cost a little more than that 
installed, but the initial cost shouid not be more than that. 


INDIAN ENTHUSIASM 


Mr. Norre.u. I think you can get the teachers and everythin 
else you can buy with money, but how will you enroll these students? 
I know something about boys and girls, and they are irresistible. 
You cannot say no to them. I cannot, I know. fey will you get 
these children in school as quickly as you say you can? You cannot 
go out and kidnap them and put them in the schools. 

Mr. Emmons. I think that is a mighty good question. I would like 
Mrs. Thompson to answer that because it is a vast organizational 
movement. There are 21,000 Indian children, ‘and that is over a 
division of troops, and Mrs. Thompson has evolved an organizational 
plan to accomplish this. I might say to get that enthusiasm and co- 
operation in the Indian children themselves, I think we have to have 
the cooperation of the parents. Now the whole tribe consists of 
75,000 people. Some are what we call traditionals and some are pro- 
gressives and what not, and they all have their own ideas of how their 
children should be educated. 


The other day when they were having their council meeting, 74 
members of their council, we announced to them we would get 7,000 
t 


more of their children in the schools, and they were a very enthusiastic 
group of Navahos. They passed a resolution that anything we did 
to get their children in school they were for it. That resolution was 
unanimously adopted. I think that was an expression of their con- 
fidence in us and it is the first time I have seen the Navahos unanimous 
on anything except, if I might say so without boasting, when they 
endorsed me for this job. 

So they are with us and I think they will be terribly let down if we 
do not accomplish what we said we would do. I think it is a chal- 
lenge to us not only to convince this committee that we mean what 
we say when we say we can do it, but the Navaho people themselves. 
I think it would be a tragedy if we did not do it after we told them 
we would do it. 

Mr. Norreu. [ have been on this subcommittee a long time. I 
think Mr. Jensen, the chairman, and I came on it about the same time. 

Mr. JENSEN. Twelve years ago. 

Mr. Norretu. And I remember way back yonder 10 or 12 years 
ago we were having trouble getting the Navaho children to school. 
So we attempted the system of trying to reach them out in the valleys 
and hills on their reservation by radio. We bought some radios and 
we had a teacher get up at certain times of the day and she was 
supposed to teach them a lesson over the radio. They were sup- 
posed to listen. We could not reach them that way. It was finally 
abandoned, I understand. 
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I just doubt the fact that you are going to be as successful as you 
think you will be in getting the children to school or getting the school 
to them. I think that is a novel idea, taking the school to them, but 
we could not do it by radio. I do not know if we could by television 
or not. If we hired good-looking teachers like I see here today, we 
might be able to do it. You might get some members of this com- 
mittee to go to school. 

That is all, Mr. Chairman. 


SCHOOL CONSTRUCTION PROGRAM 


Mr. Jensen. All right, Mr. Poynton, you may proceed. 

Mr. Poynron. Mr. Chairman, under the guidance of Commissioner 
Emmons, the staff of the Bureau has enthusiastically joined with 
him in working to solve this probem of this very reasonable, and what 
I think very sensible, program of providing education at a very small 
cost. 

Now, when I say at a very small cost I might say that the Shiprock 
Boarding School which is now under construction is costing about 
$12,000 per pupil. 

For the last 3 years we have been building what we call a day-school 
conversion at a cost of $5,500 average, per pupil. 

This program that has been presented to you by the Commissioner 
is going to cost less than $1,500 per pupil for construction. 

r. JENSEN. That is wonderful. 

Mr. Poynton. And to do that we have designed and now have out 
for bids some very simple, straightforward buildings with concrete 
slabs on the ground, concrete block walls, a flat roof, and no plaster, 
and with a minimum of heating, plumbing, and electrical installations 
in them. These are the simplest things that we could design—the 
least expensive. 

In fact, it is so simple, and so inexpensive that it compares favor- 
ably with the barrack-type construction that the Army built during 
the war because in 7's years the barrack-type construction would have 
cost as much as the building that we are building because of annual 
maintenance costs on the cheaper construction. 

I have some plans here if you would like to look at some of the simple 
designs that we are doing, as I know you are interested in economy in 
construction. 

Here [indicating] is a four-classroom school building. It consists of 
just four walls and a roof. Underneath is a dormitory, a very simple, 
straightforward building with double-deck bunks in a large open space. 
The roof joists are clear span and are exposed and there is nothing 
fancy or frilly about the design or construction, it is a simple, straight- 
forward building. 

Mr. Jensen. And the children can learn just as much in that build- 
as they could in a building that cost 10 times as much. 

r. Poynton. Mr. Emmons gave us a challenge to stretch the con- 
struction dollar, and we have stretched it from $12,000 per pupil to 
about $1,500 per pupil. 

Mr, Jensen. That is wonderful. 

Mr. Norretu. Of what are these buildings made? 

Mr. Poyrnron. Concrete block. 

Mr. Norretu. Concrete blocks and then wood? 


. 
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' Mr. Poynton. Wood rafters exposed, no ceilings, and no plaster 
on the inside. The blocks are exposed on the inside. 

Mr. Norre.i. How many pupils will one building accommodate? 

Mr. Poynton. The buildings are designed to accommodate differ- 
ent-sized schools. We have 1 school, for instance, for 120 pupils. 
The next school might be for 300 pupils, and there are various-sized 
ace to accommodate the size of school we are planning in each 
ocation. 

Mr. Jensen. According to the number of children available in that 
particular area? 

Mr. Poynron. That is correct, Mr. Chairman. 


SHIPROCK SCHOOL 


Mr. Emmons. Mr. Poynton, will you tell the committee just what 
we propose to do in Shiprock? 

Mr. Poynton. At the Shiprock School, which was designed as a 
high school, to accommodate about 700 pupils we are going to put 
bunks in the playrooms that were built in each dormitory, and thereby 
increase the capacity of the school by an additional 824 pupils or a 
total of 1,220 pupils at no additional construction expense, except for 
building the bunks in the playrooms and providing additional qussters 
for the additional staff required. We are doing the same thing at 
other schools. Where we have built dormitories with playrooms in 
them we are converting those playrooms into dormitory space and 
classroom space to increase the capacity. 

Mr. JensEN. There may be some folks who will say that those 
buildings are not fit for children to go to school in. 

A lot of us attended the old red schoolhouse, and we walked miles 
to get there carrying a lunch pail. There were cracks in the floor 
and the wind blew up through the floor when it was 10 below zero, 
and we thought we were getting along fine. There was nothing wrong 
about it. We got used to it, and we got along in our education pretty 
well; maybe not as well as some, but we got an education. That old 
red schoolhouse did not cost very much, but it was a great institution. 

Mr. Lewis. Mr. Chairman, I would just like to bring in a word 
right there because I think the viewpoint that you mentioned about 
the little red schoolhouse is frequently taken as talking of the past. 
and about things having advanced. 

My regular home is in a little town near Phoenix, Ariz., a town 
called Scottsdale. A portion of the area is what you might call a 
resort area. It is an area that pene come to in the wintertime. A 
lot of people come out there who are very, very substantial people. 
The little town lives on the business that it obtains from those very 
substantial people who winter there. As a result of that the town has 
grown considerably, and it is always short of school space. My son 
went through grammar school there and through the fine high school 
they have there. The grammar school buildings, all except the main 
bulding—which is typical of any buildings built today in public- 
school districts—all of the rest of the school is in temporary buildings, 
and the temporary aspects of them are somewhat like the tempora 
buildings here in Washington. As fast as they would add a bric 
addition to the main school building the school would increase in 
size and they would have to go into the temporary buildings. My son 
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and hundreds of others went through school there and the kids out 
there are still going through school there, and they are in a prett 
high-priced district. They go to school in frame buildings whic 
are not as good as these which have been described here and they 
are getting a satisfactory education. 


SHIFTING INDIAN PUPILS TO STATE-SUPPORTED SCHOOLS 


Mr. Norre.y. What, if anything, is being done toward shifting 
as many of the Indian pupils to the State-supported schools as possi- 
ble? Is there any program on foot of that nature, and what schools 
enlarging? 

r. Emmons. It has been a very successful effort, and Miss Thomp- 
son can ¥ ae you some figures on that. 

Mr. Norrewu. I know we would like to have them, Mr. Chairman. 

Mr. Jensen. Yes, indeed. 

Miss THompson. That is one of our objectives, to enroll Indian 
children in public schools as rapidly as we can get them ready to 
enroll in the public schools and the public schools can take them. 

In the last 3 school years we have turned over 43 schools to the 
public schools. 

Mr. Norrewu, That is good. 

Miss T'Hompson. In the case of 3 or 4 of the schools the entire 
schools did not go. We just got the first step, in other words, the 
seventh and eighth grades from one this year. There is a total of 
43 schools which have been turned over to the States. 

In addition to that, under Public Law 815, there are a number of 
schools that are being built which will provide more public-school 
facilities, and when they are built they will take in more Indian 
children. 

Mr. Norrewu, Will they contribute to continue to maintain them 
in later cela or will the States take care of the maintenance? 

Miss THompson. You mean those buildings? 

Mr. Norreu. The schools which are being constructed under the 
Public Law which you mentioned. 

Miss Toompson. They will be State public schools. Two of them 
are to be constructed on the Navaho Reservation; 1 at Ganado, and 1 
at Fort Defiance that will take almost 1,000 pupils. 

Mr. Jensen. Is there anything further? 

Mr. GreENwoop. May I bring up one other matter here, Mr. 
Chairman? 

Mr. JENSEN. Yes. 


ADDITIONAL SCHOOL FACILITIES 


Mr. Gregenwoop. As Mr. Emmons has said, 1,000 out of the total 
number of children that we expect to get into the schools next fall will 
be going into public schools in the towns surrounding the Navaho 
Reservation. We estimate that we will need to provide dormitory 
and dining facilities for many of those youngsters. 


SCHOOL BUSES 


It will also be necessary to bus those children into the public schools 
because the dormitories will be in the outlying areas, so that we will 
need to purchase 27 school buses for that purpose. 
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In an amendment which we have submitted for consideration by 
the Senate committee we have asked that we be allowed to purchase 
the 27 buses which will be required in this program. 

Mr. Jensen. At a cost of how much do you estimate? 
Mr. Greenwoop. They will cost somewhere in the neighborhood of 
000 to $3,500. 
Mr. JENSEN. Apiece? 
Mr. GreENwoop. Yes; apiece. 
Mr. Jensen. Is there anything else? 
I think we have covered this item pretty thoroughly, and I want to 
thank each and every one of you for coming up and explaining this 
request to the committee, and we assure you that the members of 
this committee will certainly give sympathetic consideration to your 
request. 

r. Emmons. We appreciate that very much, Mr. Chairman. 

Mr. Lewis. We appreciate the opportunity very much, and I want 
to again express great pride in Mr. Emmons and the Indian Bureau 
in having worked out something that is as worthy of consideration as 
this program. 

Mr. Emmons. I wish I could have conscientiously said that we 
could do what I indicated to you in that conference, get all of them 
in school this fall, but next year we will have this worked out, and 
I hope in 1955 we can get all of them in. 

: Fl Jensen. That will be wonderful. Thank you gentlemen and 
adies. 

Mr. Lewis. Thank you, sir. 
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Turspay, June 15, 1954. 


HOSPITALS, DISEASE PREVENTIVE AND CURATIVE SERVICES 


WITNESSES 


W. B. GREENWOOD, ASSISTANT COMMISSIONER 
DR. J. R. SHAW, CHIEF, BRANCH OF HEALTH 


Amounts available for obligation 


Revised 
In budget estimate Difference 


Appropriation or +$1, 180, 000 
Available from subsequent year appropriation (48 U. 8. O. 


Reimbursements from other accounts............-.-.--------. 


Total available for obligation 
Unobligated balance, estimated savings 
Obligations incurred 59, 645, 325 +1, 180, 000 


Nore.—Reimbursements from non-Federal sources above are from the proceeds of sale of personal 
property (40 U. 8. © .481 (c)). 


i 
3 

a 
50d-1) 800, 000 | 800, 000 
Available in prior year (48 U. 8. O —800, 000 
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Obligations by activities 


Description 


In budget 


Direct obligations 
funds: 
1. Hospitals, disease preventive and curative services 
2. Educational assistance, facilities and services 
3. Welfare and guidance services__........................ 
4. Placement and relocation services 
5. Maintaining law and order 


Total obligations from appropriated funds 
Reimbursements from non-Federal sources: 
6. Replacement of personal property sold 
Total direct obligations 
Obligations payable out of reimbursements from other accounts 


1. Hospitals, disease preventive and curative services 
2. Educational assistance, facilities and services 


Total obligations payable out of reimbursements from 
other accounts 


750, 000 
337, 070 


$24, 180, 000 
31, 951, 650 
3, 581, 280 


750, 000 | - 


337, 070 


+$1, 180, 000 


59, 620, 000 
25, 325 


60, 800, 000 
25, 325 


59, 645, 325 


60, 825, 325 


59, 645, 325 | 


60, 825, 325. 


+1, 180, 000 


Obligations by objects 


Object classification 


In budget 


Revised 
estimate 


Difference 


Summary of Personal Services 


. Total number of permanent positions_- 
Full-time equivalent of all other positions 
Average number of all employees-_-.............-...-.....-.-- 


Direct Obligations 


Appropriated funds: 
01 Personal services: 
Permanent positions. 
Regular pay in excess of 52-week base 
Payment above basic rates.......................- 
Other payments for personal services_..........._. 


Total personal 
Travel 
Transportation of things. _- 
Communication services. ___- 
Rents and utility 
Printing and reproduction 
Other contractual services 
Services performed by other agencies_- 
Supplies and materials 
Equipment 
Lands and structures 
Grants, subsidies, and contributions. __ 
Refunds, awards, and indemnities 
Taxes and assessments 
Investments and loans (net) 


Deduct charges for quarters and subsistence 


Total obligations from appropriated funds 
Reimbursements from non-Federal sources: 09 


Total direct obligations 
Obligations Payable Out of Reimburseme. ts From Other Accounts 


07 Other contractual services 
08 Supplies and materials 


Equipment 


Total obligations payable out of reimbursements from 
other accounts 


1, 470, 680 


59, 620, 000 
25, 325 


25, 325 


59, 645, 325 | 


60, 825, 325 


59, 645, = | 


60, 825, 325 


+1, 180, 000 


| Revised | Difference 
| $23, 000, 000 
| $1,951, 650 
3, 581, 280 
| +1, 180, 000 
Obligations 

| $31,957,825 | $31,957,825 
4 121, 680 jy 
119, 200 
| 34,649,401 | 34,649,401]... 
} 869, 005 946, 505 +$77, 500 
1, 037, 064 y 
& 5, 263, 678 6, 366, 178 +1, 102, 500 
220, 689 
08 11, 868, 440 
ll | 823, 620 
j 15 47, 953 
16 
61, 090, 680 62, 270, 680 +1, 180, 000 
Obligations incurred — 
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Average salary and grade 


Actual, 1953 | Estimate, 1954 | Estimate, 1955 


Average salaries and grades: 
grades: 
verage salary $4, 151 

Average grade & 
Crafts, protective and custodial grades: 
Average salary... $2, 840 872 
Average grade CPC-3. CPC-3.2 


GS-58 


HOSPITALIZATION OF TUBERCULOSIS NATIVES OF ALASKA IN WASHING- 
TON STATE HOSPITALS 


Mr. JENSEN. We have before us Mr. W. B. Greenwood, Assistant 
Commissioner of the Bureau of Indian Affairs; Dr. J. R. Shaw, Chief, 
Branch of Health, Bureau of Indian Affairs; and Miss Selene Gifford, 
Assistant Commissioner, Community Services. 

We have a supplemental request in House Document No. 428 for 
$1,180,000, the purpose of which is to pay for Alaskan native TB 
patients to be hospitalized in Seattle, Wash., hospitals which are now 
almost vacant, or possibly entirely vacant, and have sufficient beds to 
handle 1,000 patients. owever, I do not think it is anticipated that 
this request would be sufficient to handle 1,000 patients. 

Mr. Greenwood, will you explain this request? 

Mr. Greenwoop. Mr. Chairman, you have just about stated the 
situation. The wi cape estimate is for $1,180,000 to enable the 
Bureau to procure by contract 400 beds for tuberculosis natives of 
Alaska, to be hospitalized in hospitals in the State of Washington—not 
just one institution, but several. Due to the progress the State of 

ashington has made in meeting the tuberculosis problem within the 
arta there are now a number of vacant beds in TB institutions in the 

tate. 
PROGRESS IN TUBERCULOSIS TREATMENT 


Mr. Jensen. Tell us right now the progress that has been made in 
the fight against tuberculosis which, as we know, is a wonderful 
record. But will you give us a little bit about that. 

Mr. Greenwoop. I think Dr. Shaw can do that. 

Mr. Jensen. Dr. Shaw, would you like to tell us about that? 

Dr. Suaw. The State of Washington has had a very active tuber- 
culosis program for a number of years, including case finding, hospital- 
ization, telhowiep of the cases after discharge from the hospital, re- 
habilitation, investigation of contacts, and so forth. The result has 
been that the sanitoriums and hospitals that were either already in ex- 
istence or constructed for the cure of tuberculosis patients, particularly 
during the last year, have shown increasing vacancies and some have 
already been closed. As of February, the State of Washington had 
11 hospitals for tuberculosis with 2,413 beds and only 1,374 patients. 
And their tuberculosis death rate has dropped-down to below 10 per 
100,000 per year. 

Mr. Jensen. For comparison, what was it 10 years ago? 

Dr. Suaw. I do not have that available. Ten years ago it was, I 
would estimate, between 40 and 50 per 100,000, but I can get that 
for you. 
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Mr. Jensen. That is good enough. But, because of the treatment 
that has been discovered over the past several years, it has been 
possible to cure many TB patients, especially those caught in the 
early stages and, because of that, as you say, there are beds available 
to the extent of over 1,000 in TB hospitals in the State of Washington. 

Now, then, if we bring these Alaskan TB patients to Seattle, will 
the same remedy, the same cures, the same doctors—principally the 
same doctors—who have done such a wonderful job for the people in 
those hospitals still be employed and can we be assured that those 
TB patients from Alaska will, receive comparable treatment to the 
people who have already been cured of ''B in the State of Washington 
sanitoria? That is the thing we are especially interested in. 

Dr. SHaw. Yes, sir. The problem here in the last several years 
is with the advent of chemotherapy in tuberculosis, the rate of cure 
has on en up appreciably and, because of that, vacancies are occur- 
ring in those hospitals more rapidly than was formerly anticipated. 
It has already closed some hospitals and is also expected to close 
other hospitals if patients are not available. If patients are placed 
in there now, those hospitals and the resident staff already available 
could be saved to attack our problem. 

Mr. Jensen. I want to ask one further question and then I will 
turn it over to Dr. Fenton who was an active doctor and physician 
for many, many years before he came to Congress, Dr. Fenton, as 
you know, takes a great interest in health matters. 


COMPARISON OF COSTS IN ALASKA AND WASHINGTON HOSPITALS 


How would the cost per patient as we now treat them in Alaska 
compare with the cost per patient per day under this proposal to 
bring them from Alaska to Washington hospitals? 

Mr. Greenwoop. I would say the cost compares very favorably. 
As a matter of fact, it is somewhat less than it would cost us to hos- 
pitalize these patients in our own hospitals if we had beds available. 
As the estimate indicates, the expense was averaged at $10.50 per day 
per patient. Our own cost would run something over $13 per day 
per patient. 

Mr. JENSEN. Does that include transportation? 

Mr. Greenwoop. No, the $10.50 is exclusive of transportation, but 
the cost per patient is estimated at $200 for the round trip. 

Mr. JenseN. Doctor, would you say that patients can be cured of 
TB faster and to a much greater percent in Washington than by being 
treated in Alaska? 

Dr. SHaw. No;I would not say that. It does not matter where you 
treat tuberculosis; the principal thing is how you treat it. The avail- 
able facilities in Alaska are being used to the fullest extent at the 

resent time and the need is for additional facilities because of the 
sed of patients waiting to be hospitalized and the very large num- 
ber that we know have not been found as yet. The problem is to 
find them, to hospitalize them, treat them and prevent them from 
spreading it in the children and remaining population and thus cut 
down the occurrence of the disease. 
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CONTRACT ARRANGEMENT 


Mr. Jensen. Will the Indian Bureau be required, when they enter 
into a contract with the officials of the Washington TB sanitaria, to 
keep a certain number of patients in the hospitals at all times? 

Mr. Greenwoop. We will contract for a certain number of patients. 
Of course, that will be on an annual basis, because our appropriation 
will be on an annual basis. 

Mr. Jensen. I understand that, but are they going to demand that 
we supply a certain number of patients—200, 300, or 400 all the time? 

at kind of arrangements do you make and on what terms? 

Mr. Greenwoop. We will make arrangements depending on the 
amount of money we have available. 

Mr. JensEN. If we appropriate $1,180,000 for fiscal 1955, which is 
supponed to pay for 400 patients for 1 year, what if you only have 300 

tients? 

Pur. GREENWOOD. That is all we can pay for, of course, with the 
appropriation we have. 
r. JENSEN. That is what I am trying to find out. 

Mr. GreEenNwoop. We do not anticipate that trouble, however. 

Mr. Jensen. You may have it. 

Mr. Greenwoop. We have a backlog of over 1,000 cases that we 
know of. 

Mr. Jensen. You do? 

Mr. GREENWOOD. Yes, sir. 


TOTAL NUMBER OF BEDS AVAILABLE FOR ALASKAN TB PATIENTS 


Mr. Fenton. You say you have found out, Doctor, there are 1,000 
beds available in Washington. 

Dr. Suaw. Yes. 

Mr. Fenton. In how many hospitals? 

Dr. Suaw. Eleven. 

Mr. Fenton. I see your survey reveals that the X-ray surveys of 
a part of the native population in 1953 revealed 1,077 active tuber- 
culosis cases requiring hospitalization and that is 428 more than the 
number of tuberculosis beds available in Alaska. 

Dr. Suaw. Yes, sir, for the 1955 program. 

Mr. Fenton. We have provided, have we not, for 1955, 559 beds 
for TB patients actually in Bureau hospitals in Alaska and 90 beds 
at non-Bureau hospitals? 

Mr. GREENWOOD. That is correct. 

Mr. Fenton. That totals 649 that we take care of in the 1955 

lar budget appropriation. 

Mr. GreEenwoop. That is correct. 

Mr. Fenton. And the 428 would bring you up to a total of 1,077 
active TB cases that are already surveyed? 

Mr. Greenwoop. That is correct; yes, sir. 


CASE FINDING ACTIVITY 


Mr. Fenton. Now how many more people do you have to survey 
besides those which have already been surveyed? 

Dr. Suaw. The Alaska health situation is somewhat complicated, as 
I am sure you know. The case finding activities of the Territorial 
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department of health are under the grant-in-aid program of the Public 
Health Service and I understand the Secretary of Health, Education, 
and Welfare has forwarded through the Bureau of the Budget a 
supplemental for that activity of $165,000, I believe, as reported by 
the House, to be spent on the case-finding activity in 1955 in the 
Territory of Alaska. Once the Territory of Alaska finds the cases of 
tuberculosis in the native population, then the responsibility for the 
hospitalization of that native population falls to this Department and 
this Bureau. This request is for the number of cases which we not 
only hope to find, but already have waiting to be admitted, and it will 
uncover many more. Under the health program they may be able 
to isolate them, to treat them as outpatients, teach them how to 
protect themselves, and identify the problem to a greater extent than 
at present. 

Mr. Fenton. What I was trying to get at 

Dr. SHaw. The number of cases we think we have? 

Mr. Fenton. Yes. 

Dr. SHaw. We can only estimate, although I think the estimates 
are fairly accurate. The Department of Defense initiated a request 
to the Department of the Interior and Department of Health, Educa- 
tion, and Welfare to activate the case-finding program in the Territory 
because they had noted that 10 percent of the Alaska scouts each year 
had tuberculosis. The figure you read of 1,077 cases discovered last 
year represents a percentage of 5.3 percent of the total as being 
positive. Our area director of health, in the Juneau area, estimates 
that 8 percent of the native population have active tuberculosis. So 
that by using the 5.3 percent figure on a population base of 33,853 we 
would have 1,797 active cases. The estimate of 8 percent would give 
us 2,708 active cases, and the Army experience of 9.5 percent would 
give us 3,216 active cases. 

The 400 beds requested under this supplemental, plus those avail- 
able for tuberculosis care in Bureau hospitals in Alaska and non- 
Bureau hospitals under contract would give us slightly over 1,000 
beds in 1955. 

Mr. Frnron. I certainly think we should make a start on it, 
anyway. This would be a good start. 


REHABILITATION OF PATIENTS DISCHARGED 


Now, after these patients are discharged from the Washington 
sanatorium, what would be the condition of the home surroundings 
after they get back? Of course they will be taught all the necessary 
ace measures and all that sort of thing while they are in the 

ospital, but is anything being done to try to prevent recurrences? 

Dr. Suaw. Yes, sir. As you know, we have this year initiated a 
rehabilitation program among tuberculosis patients and we are now 
in the process of assigning a social worker to the area office at Juneau 
and a social worker and occupational therapist to the Mount Edge- 
cumbe Hospital. The State of Washington and the Territory also 
participate in the total rehabilitation program under the grant-in-aid 
program of the Department of Health, Education, and Welfare, and 
we, through our area social worker, hope the State department in 
the State of Washington will be able to include the native Alaskan 
tuberculosis cases in these programs. Aside from rehabilitating 


46868—54—pt. 2——-20 


£ 


304 


them and getting them jobs and putting them on a sound economic 
basis, there are certain health advantages which you, I am sure, 
recognize. The patient will return cured, sputum negative. He 
will take back with him knowledge and information as to how the 
disease is spread, and the Public ‘Health nurse and the case-finding 
program will work with the family in teaching them generally how to 
protect themselves from becoming infected with the disease. 

Mr. Fenton. These 400 patients you propose to send to Washing- 
ton, are they trying to take those patients from families? What I 
mean, if there are several patients from 1 family, will they take 
those patients from that family in toto instead of just taking 1 and 
leaving the others there? 

Dr. Suaw. We think that would be the best way to attack the 
problem, in other words, clean up the family, because as long as there 
is one active case in the family that case continues to seed the rest of 
the family and all those he comes in contact with. 

Mr. Fenron. I think it is a good program and I certainly am all for 
it. 

nae J ENSEN. Mr. Greenwood, do you have anything you would like 
to add? 

Mr. GreENWwoOop. No. 

Mr. Jensen. I think the committee is very sympathetic toward this 
request. In fact, I will tell you right now that when Dr. Albrecht, 
the health officer of Alaska, came into my office and told me about this 
thing it appealed to me so much that I said, ““Now, while you are here 
you had better tell as many people about this as you can, committees 
of the House and the Senate and then go down to the Interior Depart- 
ment and tell the health officials about it, because we have the great 
responsibility of seeing that something is done for these unfortunate 
people.” TI told Dr. Albrecht that now that we have these vacant beds 
and have this knowledge of how to cure them, something should be 
done, and unless I heard something different than what he told me I 
certainly was going to be for the program, and I feel that way now. 

Mr. Greenwoop. I might say Dr. Albrecht followed your instruc- 
tion very well. He came and talked to us and acquainted the Senate 
Appropriations Committee with the problem. . 

Mr. JENSEN. $1,180,000 is a lot of money but if we do not spend 
it for this purpose now we will have a much more expensive problem 
in the future. By going ahead now and getting these people cured 
is not only the humanitarian thing to do, the right thing to do, but. it 
is the most economical way of handling the situation, and so I am 
going to tell you that I am wholeheartedly for it. 

Mr. Fenton. May I say, Mr. Chairman, this is a pretty good sum 
of money for 1 year. What would be the prospects of establishing 
an additional sanatorium in Alaska to take care of 400 or 500 more 
cases? Would we have enough professional men to staff such a 
hospital there? 

Dr Sxaw. I can only speak for myself on this. I am of the firm. 
opinion that we can probably get on top of this problem with this 
kind of money, which will approximate the cost of the construction 
of hospitals in the Territory. The State of Washington, as the record 
will show, has brought it under control in the last 10 years. To build 
sufficient hospitals in the Territory, to handle all tuberculosis cases 
there would cost many millions of dollars, and once we had them 
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built, there is a grave question in my mind whether we would get 
doctors up there to staff them. 

Mr. Fenton. That is why I asked the question. On the other hand, 
you are taking these children and families in Alaska all that distance 
to Washington. Ido not know how many miles that is, but it must be 
700 or more. 

Dr. SHaw. It is 1,500 or more. That does not make too much 
difference in the Territory, where it is all by air anyway, and these 
people are very good-natured, excellent patients, and discharges 
against medical advice are exceedingly low. 


PERIOD OF HOSPITALIZATION 


Mr. JeNnseN. How long do you have to keep them there? 

Dr. SHaw. The average stay now is 355 days. 

Mr. JENSEN. That is a little less than a year. This is an entirely 
different situation than the taking of insane from Alaska, most of 
whom will be away from home all their lives. I think that is a erim- 
inal thing to do. But in this case these children, these people, know 
that they will be cured, or their condition will be arrested, and they 
have something to look forward to and it is a Christian act to do it 
instead of a devilish act as when the insane people are taken away 
from their homes to spend the rest of their lives in Oregon. 

Dr. Suaw. Off the record. 

(Discussion off the record.) 

Mr. Fenton. I think this is a fine program. 

Mr. Jensen. Thank you very much. 


Turspay, 15, 1954. 


SOUTHWESTERN PowEeR ADMINISTRATION 
OPERATION AND MAINTENANCE 


WITNESSES 


FRED G. AANDAHL, ASSISTANT SECRETARY FOR WATER AND 
POWER 

DOUGLAS G. WRIGHT, ADMINISTRATOR, SOUTHWESTERN 
POWER ADMINISTRATION 

WADE M. EDMUNDS, CHIEF, NORTHERN REGION, ELECTRIFI- 
CATION, RURAL ELECTRIFICATION ADMINISTRATION 


Amounts available for obligation 


Revised 
In budget estimate Difference 


$1, 030, 000 $1, 695, 000 $665, 000 
Balance transferred from ‘Construction, Southwestern 
Power Administration’’ pursuant to Interior Department 
Appropriation Act, 520, 000 520, 000 
Obligations incurred 1, 550, | 2, 215, 000 | 665, 000 
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Obligations by activities 


Deseription In budget | Revised 


1, System operation and maintenance $610, 000 $610, 000 
3 75, 000 75, 000 
3. Purchase of power and rental of facilities 450, 000 1, 115, 000 
4, General administration 415, 000 415, 000 


Obligations incurred 1, 550, 000 2, 215,000 


Obligations by objects 


Object classification In budget Difference 


‘Total number of permanent positions 
Full time equivalent of all other positions... 
Average number cf all employees 


Personal services: 
Permanent positions 
Other positions 
Regular pay in excess of 52-week base 
Payment above basic rates 


Transportation of things_- 

Communication services_- 

Rents and utility services 

Printing and reproduction 
7 Other contractual services 

Supplies and materials 

Refunds, awards, and indemnities 

Taxes and assessments 


General schedule grades: 
Average salary $5, 544 
Average grade GS-7.7 

Ungraded positions: Average salary : $3, 606 $3, 875 


Mr. JeNsEN. The committee will come to order. 

We have a supplemental request contained in House Document 
No. 428 for the Southwestern Power Administration. Present at 
this time are Mr. Aandahl, Assistant Secretary of the Interior; Mr. 
Douglas Wright, the Administrator of the Southwestern Power Ad- 
ministration; and others, who will justify the request. 

Mr. Aandahl, do you have a statement to make at this time? 

Mr. AanpauL. I do not have a prepared statement. I have a few 
comments I would like to make. 


Mr. JeNnsEN. Go ahead, Governor. 


CURRENT INTERIM CONTRACTS 


Mr. Aanpauv. Under the directive of the report of the Conference 
Committee on Appropriations a year ago, Interior was directed to 
enter into interim contracts with the cooperatives in the Southwestern 


| 
665, 000 
178 
Total personal 904, 000 000 
0 464; 000 1, 129; 000 665, 000 
Obligations 1,550,000 | 2,215,000 665, 000 
Average salaries and grades : 
Actual, | Estimate, | Estimate, 
1953 1954 1955 
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Power Administration area. Those interim contracts were to serve 
as @ carryover procedure while new contracts were being negotiated 
to replace inoperative contracts which carried with them an option 
to buy the transmission facilities at the end of a certain number of 
years. 

” Mr. Jensen. That is, the option provided that Southwestern Power 
Administration could purchase the lines after a certain number of 
years? 

Mr. AANDAHL. Yes. 

In negotiating the interim contracts, Interior, working through 
Southwestern Power Administration, made every effort to be reason- 
ably liberal with the cooperatives in these interim contracts, and on that 
basis we agreed to pay 2 mills for the wheeling of power over the coop- 
eratives’ transmission system, and in the case of Central Cooperative 
we agreed to pay them 6.4 mills for the steam power; and in the case 
of Northwestern Electric Power Cooperative, we contracted to buy 
a limited amount of power on a dump basis while the steam plants 
were being tried out. We also agreed to buy a limited amount of 
steam power from Western Farmers at 5.5 mills. Those contracts 
ran until February 28 and then, by permission from the committees, 
they were extended to the end of this month. 


LIBERAL POLICY TOWARD COOPERATIVES 


Mr. Jensen. Before you leave that, you said that the Interior 
Department had been liberal with the cooperatives in that area. I 
think you should explain why you were liberal. The committee 
understands it, but I think you should have it clear for the record. 

Mr. AanpDAuHL. We were liberal because we felt a moral obligation 
to assist the cooperatives because of the rather difficult position they 
were placed in insofar as they had gone ahead and built the steam 
ey ws and transmission systems on the basis of the contract that they 

ad with Interior, which contract had become inoperative. 

Mr. JenseN. Because of the fact that the REA’s had obligated 
themselves to such a financial burden in the building of these steam 
plants and transmission lines it was necessary for you to be liberal to 
help them in their financial difficulty, so to speak? 

Mr. AANDAHL. That is correct. 

The result of these interim contracts resulted in the sale of the hydro 
power that we delivered to the cooperatives under this interim arrange- 
ment at a price of about 2.5 mills. 

During the period of these interim contracts the cooperatives moved 
forward in the construction of their transmission systems and the con- 
struction of their steam plants and the extent of operation under the 
— contracts got larger and larger as we went further into the 
period. 

If these same interim contracts were to be continued during the 
next fiscal year, the end result would be a sale of about 50,000 kilowatts 
of Southwestern Power Administration hydroelectric power at a price 
of one-tenth of a mill. 


MODIFIED INTERIM CONTRACT 


In preparing our supplemental budget request we approached that 
request on the basis of a modified interim contract that would consti- 
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tute a reasonably satisfactory business relationship for Southwestern 
Power Administration. ‘The supplemental request is predicated on a 
mill and a quarter wheeling payment insitont of 2 mills, and on a 
5-mill payment for the steam power instead of 6.4 and 6.25 mills as 
our final contract with Western Farmers now is. 


ADDITIONAL AMOUNT REQUIRED 


To put that type of interim contract into operation over the period 
of the next fiscal year would wy oie an appropriation of $665,000, 
and that is the amount that we have requested in our supplemental 

uest. 
r. JENSEN. We will insert into the record at this point the tables 
on the last 5 pages of the justification. 

(The matter referred to follows:) 


Appropriations requested for purchase of power and wheeling charges for fiscal year 
1955 and additional amount required 


Appropria- 
uired 


Additional 
Name of cooperative or company amount 
t required 


Central Electric Power Cooperative 

M & A Electric Power Cooperative 

N. W. Electric Power Coo 

Western Farmers Electric Cooperative. 


Norte.—Based on Southwestern Power Administration hasing only minimum requirements from 
generating and transmission cooperatives at a rate of 5 per kilowatt-hour and a wheeling charge of 
1,25 mills per kilowatt-hour. : 


Monthly amount required to pay generating and transmission cooperatives for 
purchased power and wheeling charge if interim contracts are extended through 
fiscal year 1956 


M.&A. 
Electric 
Power 
Coopera- 
tive 


# 


| 


| 3222333332 


exten 
$495, 000 $108, 000 $387, 000 4 
104, 000 15, 000 89, 000 
Central N.W. Western 7 
Electric Electric Farmers 
Fiscal year 1955 Power Power Electric Total 
Coopera- Coopera- | Coopera- if 
tive tive tive } 
41, 250 114, 515 
din 41, 250 52, 015. 
41, 250 62, 015 
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Details of amounts required to pay generating and transmission cooperatives for 
purchased power and wheeling charges if interim contracts are extended through 
fiscal year 1955 


Central Electric Power Cooperative: 
(1) "oman of power, entire fiscal year (5,000,000 kilowatt-hours per 
month): 
5,000,000 times $0.005 equals $25,000 per month or $300,000 per 


year. 

(2) Wheeling charge, entire fiscal year: 
Centrai Electric Power Cooperative 
City of Hermann 
City of Springfield 


13,000,000 kilowatt-hours times $0.00125 equals 
$16,250 per month, or $195,000 per year. 
Total to Central Electric Power Cooperative, $41,250 
_ month, or $495,000 per year. 
M. & A. Electric Power Cooperative: 
(1) Purchase of power: 
City of 
City of Poplar Bluff 


900,000 kilowatt-hours times $0.005 equals $4,500 
per month. 
(2) Wheeling charge: 
City of Sikeston 
City of Poplar Bluff 
M. & A. Electric Power Cooperative 


1,900,000 kilowatt-hours times $0.00125 equals $2,375 
per month. 


(3) Total charge, $6,875 per month 
(4) Sales to M. & A. Electric Power Cooperative, $4,150 per month 
(5) Net amount due cooperative, $2,725 per month, or $32,700 per year. 
N. W. Electric Power Cooperative: 
(1) Purchase of Fries (8,000,000 kilowatt-hours per month during July, 
August and September): 
8,000,000 kilowatt-hours times $0.005 equals $40,000 per month, or 
$120, 000 per year. 
(2) Wheeling charge (KAMO Electric Cooperative, 4,000,000 kilowatt-hours 
per month): 
4,000,000 kilowatt-hours times $0.00125 equals $5,000 per month, 
or $60,000 per year. 
(3) Total, $180,000 per year. 
Western Farmers Electric Cooperative: 
(1) Purchase of power (5,000,000 per month during July, August and Sep- 
tember—500,000 per month for 9 months): 
5,000,000 kilowatt-hours times $0.005 equals $25,000 per month, or 
$75,000 total. 
500,000 kilowatt-hours times $0.005 equals $2,500 per month, or 
$22,500 total. 
Total, $97,500. Kilowatt-hours 
(2) Wheeling charge: per month 
City of Anadarko 216, 000 
Altus Air Force Base 


432, 
432,000 times $0.00125 equals $540 per month, or $6,480 per year. 
(3) Total, $103,980 per year. 


|| 
Kilowatt hours 

_ 600, 000 

000 

_ 600, 000 

000 

1, 000, 000 
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Summary and detail of estimated amount required to pay the Oklahoma companies 
and other utility companies for purchased power and service charges as presented in 
the budget request for fiscal year 1955 


SUMMARY 
1, Oklahoma companies 
2. Other utility companies 


DETAIL 
1. Oklahoma companies: 

Sale to preferred customers, 33,000 kilowatts and 142,000,000 kilowatt-hours. 

Energy purchased from companies: 142,000,000 kilowatt-hours minus 
131,000,000 kilowatt-hours equals 11,000,000 kilowatt-hours—11,000,- 
000 kilowatt-hours times $0.004 equals $44,000. 

Service charge: 142,000,000 kilowatt-hours times $0.00125 equals 
$177,500—total, $221,500. 

Sale to companies: 33,000 times 0.15 equals 4,950 kilowatts—4,950 kilo- 
watts times $1.15 times 12 months equals $68,310—total, $153,190. 

2. Other utility companies: 

~ to preferred customers: 18,500 kilowatts and 83,250,000 kilowait- 

ours. 

Purchase of power: 83,250,000 kilowatt-hours minus 66,600,000 kilo- 
watt-hours equals 16,650,000 kilowatt-hours—16,650,000 kilowatt-hours 
times $0.004 equals $66,600. 

Service charge: 66,600,000 kilowatt-hours times $0.00125 equals $83,250— 
total, $149,850. 

Mr. Jensen. Is your request for $665,000 in lieu of the $1,700,000- 
plus that the Senate committee put in their bill for the same purpose? 

Mr. Aanpaut, I would not say it is in lieu of that. The supple- 
mental request was prepared a good deal in advance of the decision 
that was made by the Senate committee. 

Mr. Jensen. The Senate committee did not know about this 
amount you decided upon when they marked up their bill? 

Mr. AANDAHL. I am not sure of the exact information of the Senate 
committee. I appeared before the Senate committee and we spent 
most of our time discussing the request of the cooperatives for 
$1,712,000. I am not sure how definite an expression was given as 
to the exact amount that we were expecting to request in the supple- 
mental, because our supplemental at that time was before the Bureau 
of the Budget. 

Mr. Jensen. And you were in no position at that time to justify 
the amount you had requested which was then before the Bureau of 
the Budget but had not been sent to the Congress. You were not 
in position to attempt to justify the amount you are now asking for? 

Mr. Aanpanu. We did not make an open presentation of this 
supplemental request. 

r. Jensen. I understand that, because it was not before the 
Congress. 

Mr. Aanpaut. I do want to say that at the time we were preparing 
the supplemental request we knew that the cooperatives themselves 
were going to ask for about $1,700,000, and we also recognize that 
that was approximately the amount of money that would be needed 
if the present interim contracts were to be continued during the next 
fiscal year, and we recognize the cooperatives are in financial difficul- 
ties and that permanent arrangements and physical connections will 
not be made for quite a considerable time. 
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Mr. Jensen. How long would you say it would take to complete 
the connections? 

Mr. Aanpaut. I would say we could hardly hope for a completion 
of the contracts in less than 60 days. 

Mr. Jensen. Completion of the contracts? 

Mr. AaNDAHL. Yes. And it would take from 6 months to a year 
to complete the physical connections after the contracts had been 
completed, so there is a long process involved. 

Mr. JenseN. The main point is, Governor, that at this time in 
this supplemental request you are asking for $665,000 in addition 
to what this committee has already allowed for that purpose for 
fiscal year 1955. 

Mr. AANDAHL. At the time we made our original budget request 
for fiscal 1955, we expected that the permanent contracts would be 
worked out, and we did not realize how long it would take to make 
the physical connections. We thought by July 1 we would just about 
be ready to proceed under the permanent arrangement. 

Mr. JeNsEN. Off the record. 

(Discussion off the record.) 

Mr. JENSEN. Does Ancher Nelsen, the Administrator of the Rural 
Electrification Administration, agree with the statements which you 
have made, so far as you know? 

Mr. Aanpauu. He agrees with the factual statements I have made. 
It is his opinion that the present interim contracts with 2-mill wheeling 
and 6.4 and 6.25 mills payment for steam power should be continued 
after July 1, and to do that would require an appropriation of ap- 
proximately $1,712,000, as was requested by the cooperatives. 

Mr. JeNsEN. Let us get this straight. You are only asking for 
$665,000 in addition to what this committee has already recom- 
mended? 

Mr. AANnDAHL. Yes, and that is the amount we would need if we 
were going to negotiate new interim contracts on a basis that would 
be good business for Southwestern Power. On that basis we would 
get a revenue of a little better than 4 mills for the hydroelectric 
power we sell. 

Mr. Jensen. What this committee wants to know is the amount 
you are recommending now, the amount Mr. Wright is recommending 
for Southwestern Power for this purpose in lieu of the amount this 
committee recommended in the general appropriation bill for the 
Department of the Interior. 

Mr. AanpDAHL. My recommendation must be a conditional recom- 
mendation. If I were thinking just of a reasonably satisfactory 
arrangement as far as Southwestern is concerned, I should say we 
should have $665,000. If I were to think in terms of being liberal 
with the cooperatives because of the burdensome condition in which 
they find themselves by the effect of these inoperative contracts 
which Interior entered into with them, then it would require a larger 
amount of money. 

Mr. JensEN. Of course, that is not a very clear basis on which this 
committee can act. 

Mr. Aanpauu. We have a real problem there that is pretty hard to 
measure, and I am presenting the problem to the committee. 

Mr. Jensen. Off the record. 

(Discussion off the record.) 
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Mr. Jensen. Mr. Wright, you are the Administrator of the South- 
western Power Administration, an you have been on that job a long 
time. You have heard the statement of Mr. Aahndahl. Do you 
agree with the statements just made by him? 


BACKGROUND ON CONTRACTUAL ARRANGEMENTS 


Mr. Wriacut. I agree with the statements as far as the factual mat- 

ters are concerned, Sut I think there is some more background that 

the committee needs to know and I think it is very difficult to give you 

anything but the support of the supplemental appropriation that is 
ore you. 

The background that it is important to know on this is timing 
because timing is the essence of the entire situation creating this nee 
for additional money. The committee will recall this is the first time 
the Southwestern Power Administration has ever appeared for a 
supplemental appropriation. It came about in this way: As the 
Secretary told you, we abided by the committee’s instructions to enter 
into interim contracts and tried to encourage the cooperatives and 
private companies to work out long-term contracts, and helped in 
every way we could to try to work out long-term contracts, even to the 
extent of participating in some of the negotiations. 

When the original Ladaat on which this committee first acted was 


presented to you, it was reasonable to believe those long-term con- 
tracts could be completed by February 28 of the present fiscal year. 
When it became apparent that they could not, we advised the commit- 
tee and you allowed us to use the money and continue under the interim 


contracts until June 30. 

After we had appeared before this committee it became evident to 
Secretary Aandahl and the Southwestern Power Administration at 
; meeting in Kansas City that we would need interim contracts past 

une 30. 

Southwestern Power Administration felt that the contracts should 
begin to be brought in line with good business operations from the 
Southwestern Power Administration’s viewpoint, and on that basis 
we prepared this supplemental appropriation request of $665,000 for 
a type of ahredeoel arrangement that we would say is reasonable 
business from the Government’s viewpoint in marketing its power. 

Now the question arises, as I see it, does this solve the cooperatives’ 
financial dilemma that will exist until they get a long-term contract? 
The answer is ““No.”” The next question is, will it be solved next year 
or the next year. No one can say when they will get the long-term 
contract or if they will ever get one. I do not know. Perhaps the 
Secretary is more optimistic than I am about their entering into a 
long-term agreement. 

Mr. Jensen. Gentlemen, the Southwestern Power Administration 
is producing a lot of power in that area. The REA’s are producing 
a lot of power in that area. The private utilities are producing a lot 
of power in that area. In fact, you have, as near as I can ascertain, a 
plentiful supply of power either already on the line or that will be on 
the line within the next 6 months or a year. Now, all this money 
that we have appropriated in the past and the money that you are 
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poy 4 us to appropriate now amounts to many millions of dollars, 
and those millions of dollars will never be returned to the taxpayers 
of America. By that I mean, in repayments. That is money that 
comes out of the general fund of the Treasury. 

It is rather difficult for this committee to continue to appropriate 
this money when the condition exists that I have already described. 


REPAYMENT 


Mr. Wricur. Mr. Chairman, may I say this. I think you hit 
upon the meat of the situation that I have been trying clumsily to 
tell the committee. This $665,000 supplemental request is a business 
arrangement, and the $665,000 would be reflected as a cost which 
would be returned in revenue. 

Mr. Jensen. It would be returned in revenue? 

Mr. Wriacut. Yes, sir. But if you go to a larger appropriation you 
approach the problem you are speaking of, namely, that the sale of 
hydropower would not be sufficient to pay this and other costs. 

Mr. Jensen. Tell us how we will get this $665,000 back in the 
Treasury if we appropriate it. 

Mr. Woneen: We reflect this as an operating cost of Southwestern 
Power Administration. 

Mr. JensEN. I see. 

Mr. Wricur. But if we have $1,700,000, it would mean we have a 
revenue from the sale of hydroelectric power of one-tenth of a mill. 
This will not repay the cost of the dam. If we had the $665,000 we 
would have a return of 4.08 mills on the hydropower for repayment of 
the dam. We are torn between helping the REA’s through their 
financial crisis and perhaps putting a financial crisis on our back. I 
do not know how long we can continue with the interim contracts that 
have been characterized as liberal. Sometimes we will have to place 
rates on the power to compensate us for our liberality. 

Mr. Jensen. This committee has leaned over backward trying to 
help resolve this problem, but it appears to me, as one member of this 
committee, that somebody is dragging his feet and does not care much 
whether a long-term contract is ever negotiated. I am not putting 
the blame on any one party involved. If we appropriate this addi- 
tional money—the amount between the $665,000 and the $1,700,000 
plus—not only the REA’s but the private utilities are going to profit, 
they are bound to, and the taxpayers of America will be the ones who 
will pay the bill, and the benefits derived are all going to the people 
in that area. If it were absolutely necessary to do that in order to 
get this problem resolved, I could go along with it, but, as I said before, 
on the surface it appears that there are plenty of people in that area 
that are dragging their feet in the hope that the Congress will keep on 
appropriating money out of the United States Treasury to subsidize 
this whole Southwestern Power program, including the private 
utilities. There has to be an end to it sometime. 

Mr. Wriaut. Mr. Chairman, that is exactly what I meant when 
I said I did not think anybody could tell you when they could get 
this contract. 

Mr. Jensen. Off the record. 

(Discussion off the record.) 
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ESTIMATED COST 


Mr. Jensen. Under the conditions that you and Mr. Wright have 
explained, you estimate the $665,000 will be sufficient to carry on this 
nape for all the fiscal year 1956? 

r. AANDARL. If the interim contracts are renegotiated on what 
is a reasonably sound business basis for Southwestern Power, that is 
correct. 

Mr. Jensen. I think the committee must act on the assumption 
that those contracts will be negotiated. I am glad to have that 
statement. 

Mr. Wrieut. Mr. Chairman, may I say that I want it understood 
my remarks to the committee are in support of the $665,000 appropria- 
tion which is before you, and nothing T have said is to be construed as 
supporting the larger amount. 

r. JENSEN. the record. 

(Discussion off the record.) 

Mr. Jensen. I might say for the information of the committee that 
the House recommended $450,000 in the House bill and this amount 
is $665,000, so you have $1,115,000 total. That is your total request 
for fiscal 1956 for this purpose. 

Mr. AANnDAHL. That is correct. 


INTERCONNECTIONS NECESSARY BETWEEN COOPERATIVES AND PRIVATE 
COMPANIES 


Mr. Fenton. Mr. Chairman, I have listened to your remarks re- 
garding the present conditions of the Southwest as to all these various 
agencies producing plenty of electricity at the present time. I wonder 
whether the Administrator or the Assistant Secretary can bring us up 
to date on the progress of the Southwest as far as construction is con- 
cerned, and what the necessity is for continuing ‘‘to serve the coopera- 
tives under some form of an interim contract which will provide for 
the purchase, sale, and wheeling of electric power.”’ 

Just how much power and what facilities are under construction by 
Southwestern, by the Government, and by these other agencies down 
there, and is there a need for additional electricity in that area? 

Mr. Wriaut. There is no need for additional electricity and there 
is no new construction by Southwestern. We are merely finishing the 
construction we have already started. But there are certain inter- 
connections necessary to be installed between these cooperatives and 
private companies to let the power flow into other systems that are 
short. The Southwestern Power Administration can utilize the power 
we have estimated could be purchased with the $665,000 primarily 
because of water conditions in the Southwest. When we appeared 
before the committee the first time our water reservoirs would have 
been depleted by July 1 if the drought had continued. Now we be- 
lieve, with reasonable integration, we will be able to go through the 
year without difficulty because of the rains we have had, but we can 
utilize the power we propose to purchase from the cooperatives on a 
reasonable business basis. Anything above the $665,000, you are 
getting in the field of being liberal to help somebody in an emergency, 

ut you get out of the field of business. 


Further answering ree question, studies are now —- by the 


Government of the physical connections necessary. atever those 
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facilities are, they will be constructed by the companies who make the 
interconnections if they make a permanent type arrangement. I 
have been negotiating on contracts for 15 years. We scored twice, 
in Texas and in Oklahoma. We almost went over the goal in the 
12-company contract, but not quite. 

Mr. Jensen. Are you building any of these interconnections? 

Mr. Wrieat. We are not building any. We might have to meter 
some of them. 

Mr. Fenton. That is all. 


FINANCIAL POSITION OF SOUTHWESTERN POWER ADMINISTRATION 


Mr. Bungee. As I understand it, if the present interim contracts 
were to be continued, that would continue to place the Southwestern 
Power Administration in a position where it cannot meet its financial 
commitments to the United States Government. Is that correct? 

Mr. Wriaur. That is correct. 

Mr. Bupeer. If this committee or the other body appropriates any- 
thing above the $665,000 figure, then we are jeopardizing the financial 
position of the Southwestern Power? 

Mr. Wricur. That is true, and the Southwestern Power rates would 
have to be adjusted in excess of what they might otherwise have to be 
adjusted to. If we pay 6.25 mills or 6.1 mills for power and a 2-mill 
wheeling charge, an average of 6 mills brings us a loss. We take our 
gross revenue and take off our maintenance and operating cost and 
wheeling, and the balance is how much we are getting at the dam for 
hydropower. Under the $665,000 appropriation requested, the in- 
dicated return at the dam is 4.08 mills, which, with some rate adjust- 
ment, will be sufficient to pay out. 

Mr. Bupar. Then the committee could assume that if the amount 
of $665,000 is appropriated, that the contract which has been outlined 
here this afternoon as a business-like contract would be the one which 
would be entered into? 

Mr. Wricur. It would be the one we would offer cooperatives as 
the maximum amount the Government could participate in activities 
with them. 

Mr. Bupae. In other words, the amount appropriated would not 
be used to finance any other type of contract than that which has been 
described here today? 

Mr. Wricur. That is correct. 


COST OF INTERIM CONTRACTS TO MARCH 1, 1955 


Mr. Bupee. How much of that amount would be required to carry 
Southwestern Power until the Ist of March 1955? 

Mr. Wricur. I think on that you could almost take the direct 
ratio of two-thirds of the $665,000. Is that right, Mr. Neighbors? 

Mr. Neicurors. No; that is not correct, because the load is in- 
creasing. 

Mr. Bovas. While he is computing that, Mr. Wright, one further 
question. You have had a lot of experience in this area over a great 
number of years. Do you think if Congress continues to. make 
appropriations available for these interim contracts the situation will 
ever be resolved down there? 
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Mr. Wricur. You are asking me to judge human nature, that God 
Himself could not judge. I cannot answer that. 

Mr. Bunge. I would appreciate your speculation on it. 

Mr. Wriaeut. I have found out some men work a little harder for 
a living when they are hungry than when they are not. 

Mr. Buper. I think that is a pretty good answer. 

Mr. Wrieur. $417,000 would carry us to March 1, 1955. 

Mr. Bupee. That is all. 

Mr. AanpAuL. Mr. Chairman, may I offer an opinion here? 

Mr. JENSEN. Yes. 

Mr. Aanpaut. Where we are thinking in terms of an appropriation 
that will allow us to have a businesslike interim contract, I think the 
appropriation on that basis should be large enough to carry us through 

e whole fiscal year. 

Mr. Jensen. Off the record 

(Discussion off the record.) 


FINANCIAL POSITION OF REA COOPERATIVES 


Mr. Kirwan. What I want to understand, Mr. Administrator, 
who wants this money, the Rural Electrification people? 

Mr. AANDAHL. Yes. 

Mr. Krrwan. They are the ones who are in trouble? 

Mr. AANnDAHL. Yes. 

Mr. Kirwan. Not the Southwestern Power? 

Mr. AANnpDAuHL. Southwestern Power is in trouble from its own 
financial point of view if it cannot sell its hydropower at a reasonable 
figure. The cooperatives are in trouble because they have a system 
there that is pretty heavy for them to handle until such time as the 
load is built up, and the load cannot be built up until there is reasonably 
complete integration. 

Mr. Kirwan. I understand that, but who is the one strictly in 
trouble? 

Mr. Aanpant. I would say both the Southwestern Power Admin- 
istration and the cooperatives. 

Mr. Kirwan. But who is the one who needs aid the most? 

Mr. Aanpaut. I do not know if I would want to make a distinction. 
I would say they are both in financial difficulty. We have two people 
from the Rural Electrification Administration here, Mr. Congressman. 

Mr. JensEN. State your name for the record. 

Mr. EpmMunps. Wade Edmunds, Acting Administrator for Mr. Nel- 
sen. Mr. Nelsen did not know about this meeting and is out of town. 
For that reason Mr. Nelsen asked that I come up and Mr. Louis 
Gorrin also. 

Answering your question, we feel that the cooperatives involved 
are in worse condition than Southwestern Power, in our opinion. 

Mr. Kirwan. That is enlightening. The way it got to me there 
was some question as to who got here first, the egg or the chicken. 
We know now that the REA is the one who is in most trouble. 

Mr. Wriaat. I am in full agreement with that. 

Mr. Kirwan. Why did not the cooperatives go to REA for this 
$665,000? 

Mr. Epmunps. The purpose of the ag Mmm discussion is for 
operating money and not to repay the loan. e do not furnish money 
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to cooperatives for operating purposes. That is where their difficul- 
tien Jory in, not having money to meet their payrolls and buy fuel and 
so forth. 

Mr. Kirwan. Down ihrough the years I have been on this com- 
mittee with Mr. Jensen, some 12 years. Do you think the committee 
has done a good job in appropriating money for Southwestern Power 
Administration? 

Mr. Wriaut. This is the day for questions. Yes; I think generally 
speaking the committee has understood our problems and given us 
reasonable consideration. What creates this situation is the change 
in overall arrangements in the Southwest, namely, the cooperatives 
have proceeded, either rightly or wrongly but so far as I am concerned 
with very good intentions, with lease-operating contracts with the 
government for an ms eng arrangement. You have a_ period 
of complete change in which no operations can be carried on of that 
type. In other words, had the Southwest continued with a lease- 

urchase operating contract, we would have had these systems as 
oaded as we could get them. Without any blame being attached to 
this committee or any other group, you have this interim period. The 
question is, how long can an interim be? If you take off the heat to 
have somebody do something, will the interim go on forever? 

In my opinion there are some people who would like to see restora- 
tion of the lease-purchase contract. Others might like to see some 
other type of contract. All are sincere in their belief. This interim 

eriod is a period during which no resolutions are occurring. I do 
now that while this may be REA’s financial difficulty, if we pick up 
the tab, we are only getting 0.1 mill for our hydro power this year, 
and we cannot keep on doing that. 

Mr. JENSEN. When you say “we’’ you mean Southwestern Power? 

Mr. Wricut. Yes. So you have to that extent a mutual financial 
Lae depending on how much of the tab we pick up. It is a bad 

roblem. 
" Mr. Kirwan. In other words, the $665,000 will solve the interim 
problem until next year? 

Mr. Wriaurt. It will not solve it to the extent that the cooperatives 
do not still have a bad financial problem. 

My opinion is that it will be a physical contract that will enable us 
to do so, to connect up the cooperatives in a good business and 
allow us to do nothing more; something that is to be helpful, and 
here again, I think this committee ought to know the effect of what 
we are doing. 

Mr. Jensen. When you pick up the bill. 

Mr. Wricut. When the Power Administration is helping this out. 

Mr. Jensen. Mr. Norrell. 


ECONOMIC FEASIBILITY OF DAMS 


Mr. Norrewu. There is something about this matter that I am 
unable to understand; at least, sometimes I am unable to understand 
it. I was a Member of the Congress when these dams were investi- 
on and found economically feasible by the Corps of Engineers. 

remember the testimony before the committees of the Congress in 


the House, in which it was stated that if these dams were constructed 
in accordance with the plans and operated in accordance with the 
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lans, that they would be economically feasible, after flood control 
ad been charged off. 

Now, on that basis, Mr. Wright, you were authorized to construct 
these dams, on the basis that the Corps of Engineers had found that 
they were economically feasible; that is to say, that they would pay 
out. Now, what has happened to change that situation? Were they 
in error in their presentation to us; did they misrepresent to us, or 
has something been done that was not in accordance with the recom- 
mendations of the Army engineers? 

I would like to have that cleared up. 

Mr. Wricut. The answer to that, Mr, Norrell, is that they were in 
error, in most instances; in the figures that they gave you, on which 
were based the conclusions that the dam would 4b economically feasi- 
ble, I think they were in error; I think that is primarily the thing that 
has happened. The dams still, however, even though less feasible 
sh the possibility, if the power can be marketed, of repaying them- 
selves. 

Mr. Norrewu. As they recommended them? 

Mr. Wricur. Not as they recommended them, no. 

Let me cite one dam. e Congress authorized the building of the 
Fort Gibson Dam, authorized the dam to be constructed at a cost of 
approximately $13.7 million; that had been the estimated cost— 
$13.7 million, I mean. It had been estimated that $5 million would 
be allocated to flood control and $8 million allocated to power. That 
dam actually cost some $47.5 million, and the allocation of power, 
meer of $8 million, is something in the order of $27 million to $28 
million. 

Mr. Norrevyi. Which one is that? 

Mr. Wricur. That is the Fort Gibson Dam in Oklahoma. Fur- 
thermore, the dam is dependent upon operation of a weekly regulation 
and by weekly regulation, it has about a week of actual storage. 
The Grand River Dam, is on the Grand River above Fort Gibson 
Dam as it flows through the State of Oklahoma. Because of low 
water, the Southwestern Power Administration has been without 
generation from the Fort Gibson Dam some 3, 4, or 5 months. 

That means that during the last year, the Fort Gibson did not have, 
would not have had, a single kilowatt of firm power if the Congress 
had not been smart enough to authorize the tying of the dams in the 
Southwest together so that we were able to tie the B ort Gibson together 
with the other dams; we would not have had water to furnish power 
for REA’s from the Fort Gibson Dam last summer and their power 
supply would have failed. The Fort Gibson Dam can only pay out 
because of its integration with other dams of the system. 

The Whitney Dam is another one of the light dams in the South- 
west. It was authorized at an estimated cost of approximately 
$10.1 million, while it actually cost $44 million. That, of course, is 
the main part of what has happened. 

Mr. Norrewu. Right at that point: Those are dams about which 
I know less than I do about the dams in Arkansas—those were Army 
engineer dams? 

r. Wricut. That is correct. 

Mr. Norre.u. If you have covered your discussion about those 
dams as much as you desire, I wish you would now cover the dams 
in Arkansas, and tell us as to whether or not they are similar and 
what the situation is, 


319 


Mr. Wriext. The Norfork Dam, I believe, was constructed fairly 
close to the original estimate. The original estimate was $27.5 
million and it actually cost $28.9 million. 

Mr. Norrett. I had not heard that it was not. 

Mr. Wriaut. That is correct; I believe it was constructed close to 
the estimate. 

Mr. Norretu. How about the Bull Shoals? 

Mr. Wriaeur. It had an original authorized estimated cost of $42 
million while it actually cost $80.5 million. 

Mr. Norrewu. Now, is there anything else that contributed to the 
change in what the Engineers recommended, and on which we based 
the decision here in Congress, as to the actual operation of these dams? 

Mr. Wriaur. No, except similar situations in the estimates on 
other dams. I think that that is the only difference. What we have 
here, and what we are talking about is the transmission lines. 

Mr. Norretu. What is that total up to date? 

Mr. Wricutr. We have constructed something in the order of $20 
million to $21 million under the system Southwestern Power has. 

Now, there is one other point that I want to bring out; and that is, 
we believe this estimate will aid the cooperatives who have an invest- 
ment of $66 million made on the basis of integrated operation until 
such time as they get some integrated operation into their systems. 
With this exceptionally heavy burden on the cooperatives, to the ex- 
tent that we can help them, we are trying to help remove the current 
difficulty. 

Mr. Norrewu. Right at that point: This committee is concerned 
about Southwestern Power, because you are an arm of the Interior De- 
partment, and this is the Interior Subcommittee on Appropriations. 
If an error has been made by somebody and I am not saying it has 
been, we should try to do something about it. I do not necessarily 
criticize anybody, but we should try to be helpful. But the matter 
mans be something for some other committee to consider; 1 do not 

ow. 

You are having no trouble, so far as Arkansas is concerned. 


POWER RATES 


I do want to say this, in conclusion, that I never thought that any 
of the Government power projects would operate indefinitely without 
some Federal subsidy, considering Bonneville and all of the Govern- 
ment projects. But I do not want to see the people of the Southwest 
have to pay a great increase in power rates, when their trouble is the 
same as the other sections throughout the country. We are ready to 
go along and to take our medicine and increased power rates, if they do. 

Mr. Chairman, regardless of what the cost is, 1 think that the 
matter of public power is just as economically feasible in the South- 
west as it is in any other section of this country. 

There might be need for certain REA’s in the Southwest. I do 
not think Southwestern Power is in bad shape today; I think the REA 
is, and I do not see how we can carry the REA’s for an indefinite period 
of time. We might carry them over a 6-month period, or a year, but 
so far as I am concerned, I do not want to assume the burden of more 
subsidies than this estimate here, and I hope that will not be very long. 


46868—54—pt. 2——21 


320 


TIME INTERVAL FOR INTERIM CONTRACTS 


One other thing, what is the trouble when you cannot enter into 
contracts as indicated here? I recall when I was practicing law 
down in Arkansas, we had an old boy as our chancellor, and when 
we wanted to have a case continued indefinitely, he would ask the 
question: Make a distinction between time and eternity. 

Now, if we start this program, how are we to know that the time 
will come where, somewhere along the line, there will be an end, 
when these contracts could be executed. 

Mr. Aanpanwe. Probably I should attempt to answer that question, 
Congressman Norrell. The parties to the major contracts, integra- 
tion contracts, which are involved, are the REA cooperatives, and 
the private utilities. 

Mr. Norre.u. So you really have to wait 

Mr. Aanpant. Yes. The contracts entered into through the 
Southwest Power will be a very simple contract with the REA 
cooperatives, to sell the hydroelectric power, but they are not in 
position to take that hydroelectric power on a permanent basis until 
they have worked out the integrated contracts between the coopera- 
tives and the private utility companies. 

Mr. Norrewu. So we find ourselves in the position that really the 
only existing trouble down there is that Oklahoma and the REA 

Mr. Aanpant. Oklahoma and Missouri. 

Mr. Norrewu. That is in regard to the REA. 

Mr. AAnbDaunu. Yes, it is the delay problem in the integrating con- 
tracts between the REA’s and the private utility companies, in the 
States of Oklahoma and Missouri. 

Mr. Norreuu. That is all, Mr. Chairman. 


EFFECT OF INTEGRATION ON FINANCIAL CONDITION 


Mr. Jensen. I might make a comment at this time, and it will be 
short. The Southwestern Power finds itself in this position with the 
REA’s in that area because of the estimates that were given on the 
costs of the hydroelectric dams, where after the rates were set. One 
case was based on about one-half of the actual cost of that dam. 
; Mr. Wriaeur. For the Fort Gibson, that is true. There are other 

ams 

Mr. Jensen. Then they set the rates, the power rates, that Mr. 
Wright could charge at a point that made it almost impossible for 
the Southwest Power to pay off their obligation. But this committee 
and Mr. Wright agreed that these dams should be tied together. It 
was possible, even though they had an excess of water at one dam, 
the other dam could have water for power purposes. From such 
integration they could have constant revenue, but that revenue has 
not been commensurate with the additional costs over and above the 
original estimate. Southwestern Power itself, although I think they 
have been getting along very good, is in a difficult situation. The 
Southwestern Power itself is in about the same position as the REA’s. 
The REA’s have a terrific capital investment, and as Mr. Wright 
explained, until they get these lines integrated, they cannot get the 
benefit of all the power they are now producing because they cannot 
market their power. When all of these lines are integrated and the 
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contracts are finally negotiated between the private utilities and the 
REA, then there will be sufficient revenue coming into the REA’s, 
we hope, to permit the REA’s to pay off their obligations in accordance 
with their contract with the Government of the United States. So 
I will agree that until that time comes, the Southwestern Power is 
also in a bad way, because they are not getting the full benefit — 
of the power they are producing at the dams, or the profit with which 
they can meet their obligations. 

Mr. Administrator, do you think that is a fair statement? 

Mr. Wriaur. The only exception to that statement, Mr. Chairman, 
is that we have been promoting the sale of the interim power on long- 
term rates, which has given us revenue, but that situation, as you have 
pointed out, probably will not continue, and we are going to have this 
difficulty until we do get a long-term arrangement; that is true, and 
it will be necessary to make some marketing arrangements. 

Mr. Frnron. Let me see if I understand this correctly. I believe 
the Administrator stated that you have a grid, an interconnection of 
the operation down there; is that correct? 

Mr. Wriagat. Just interconnection with the five main dams that 
are interconnected. Three of the dams are isolated but interconnected 
under a company system and the interconnection for the 5 main 
dams there enables us to move power from 4 of the dams to 1 of the 
dams that is not producing. Those grids belonging to the Govern- 
ment also interconnect with the company system and the cooperative 
system. 

Mr. Fenton. Yes. ThatiswhatI mean. There is an interconnec- 
tion grid system. 

Mr. Wricur. That is correct. 

Mr. Fenton. With the systems of the cooperatives. 

Mr. Wrieur. That is correct, but now the co-ops have built a new 
system in that area, not yet interconnected with the companies, to 
exchange large blocks of power, when they get the integration, where 
the physical work still remains to be done. 

Mr. Frenron. Do the co-ops have a surplus amount of power? 

Mr. Wriaur. There are certain times of the day when they have 
power that can be delivered to the companies, and there are certain 
times of the day when they will take hydroelectric power from us. 

Mr. Fenron. They have not overexpanded themselves? 

Mr. Wricurr. No, not for the loads that they have. 

Mr. Fenton. Then, as I gather it, the problem resolves itself into 
an increase in rates. They should be increased but not beyond the 
point where they can get rid of all the power they produce, of course? 

Mr. Wrieut. You may have a line, Dr. Fenton—and perhaps this 
will help—that will have to be constructed at 66,000 volts construction 
to a distance involving the service of, say point A to point B. A part 
of that line may carry only 10,000 volts, while it has a capacity on the 
line of 20,000 volts or, by hooking our company right here to this 
point [indicating] it might serve all of the 10,000 kilowatts it can carry. 

Sometimes, by interconnecting the small lines across a loop of 
companies, it would double or triple the capacity of the REA loop, so 
that through an integration that will come in this area, that will 
enable all of the people to use the same facilities at a much greater 
advantage, and when they do, the actual cost usually goes down, as 
we know it has already done in Texas and Oklahoma. e know that 
it will—know what it will do. 
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Mr. Jensen. That enables them to firm up the power and also to 
use all the peaking power that they have. 

Mr. Wricut. And also to take the offpeak power which the other 
fellow has to offer. 

Mr. JensEN. Yes. 


INTEGRATION CONTRACTS 


Mr. Fenton. Am I to understand that this delay in getting the 
proper contracts is not the consensus of all the interested parties? 

Mr. Aanpanu. Mr. Chairman, perhaps | might make an observa- 
tion that would be helpful in answer to that question. 

During the interim period, until a complete integration is worked 
out, there is an expense check which somebody has to pick up. There 
are three groups and when I say three groups, I am referring to the 
Southwestern Power Administration and I um referring to the REA 
co-ops, and I am referring to the private utilities. 

Mr. Jensen. And you could add another, the taxpayers of the 
United States, whose money this committee appropriates. 

Mr. Aanpanu. When public money is used for that purpose, of 
course it is the taxpayers of America, represented through one of the 
agencies which I have just mentioned. 

Several months ago, at the request of the REA cooperatives, Mr. 
Nelsen, Administrator of REA, and his staff, took an active part, 
and a very active part, encouraging a stepup in the negotiations, and 
I think that they have met with reasonably good success, and I feel 
that these integration contracts are going to be worked out. I do not 


know just how soon they are going to be worked out, but I think that 
progress is being made in getting all of the factors analyzed. There 
are problems, and they are much more difficult than we ordinarily 
would estimate in getting the factors worked out, so that the inte- 
grated contracts can be completed. 

Mr. Jensen. Did you want to make a statement to the committee, 
Mr. Edmunds? 


REA ADMINISTRATOR’S RECOMMENDATION 


Mr. Epmunps. Mr. Chairman, I am Acting Administrator during 
Mr. Nelsen’s absence. 

Mr. Norrevyi. Would you like to say something to the committee 
concerning this problem? 

Mr. Epmunps. I believe the facts have been pretty well brought 
out. I believe Mr. Aandahl stated essentially Mr. Nelsen’s position on 
the amount of money involved as to whether it should be $1,712,000. 
I feel strongly that it should be that amount; that the cooperatives 
would not be in the position they are in, if the original contracts had 
been in effect, and that the Southwestern had been able to continue 
with them, so that they are in position right now of suffering finan- 
cially because the contracts could not be continued as was originally 
intended. 

I think I did state that the money involved here, under discussion, 
is needed, and hope no more than perhaps should be provided to pay 
the expenses of their operations. I think that is all. 

Mr. Norrewu. After that explanation, if the next fiscal year the 
contract has still not been renewed or executed or re-executed, or 
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whatever it is, then will you be back here recommending an additional 
amount of money to carry you for the fiscal year 1956? 

Mr. Epmunps. That might be a natural supposition. I really do 
not know what our position will be. I could not say. 

Mr. Norre.u. In other words, you will cross that bridge when you 
come to it? 

Mr. Epmunps. I think we will have to. 


LIMIT ON APPROPRIATIONS TO COVER INTERIM CONTRACTS 


Mr. Jensen. I might say in conclusion, that if I am a member of 
this committee when the 1956 budget is considered, that I am going to 
be one member that is not going to feel dutybound to recommend 
another dime for this purpose. I am giving that warning at this time, 
and I mean every word of it. I do not believe there is a single reason 
in the world why these agreements cannot be completed and this 
integration made, and everybody profit and get along with these 
funds. I cannot see any reason at all why they ‘should not have been 
completed before this time. 

Of course I know that connections could not have been made up 
to this time, but certainly they can be made within the next 6 months 
or year. Then the integrated system, whether it be the Southwestern 
Power and the private utilities, or the REA, will certainly be in 
position to carry on their business in a businesslike and profitable 
manner. 

Gentlemen, if there is nothing else, that will conclude the hearings, 
and we thank you. 

I want to thank you for giving this committee the full and complete 
information as you always do, Mr. Aandahl and Mr. W right. 

Mr. Aanpant. Thank you, Mr. Chairman. We appreciate the 
very courteous treatment that we always receive from this committee. 


WEDNESDAY, JUNE]16, 1954. 
Bureau or Mines 


CONSTRUCTION 


WITNESSES 


J. J. FORBES, DIRECTOR, BUREAU OF MINES 

ROSCOE A. CATTELL, CHIEF, PETROLEUM AND NATURAL GAS 
BRANCH 

KENFIELD BAILEY, CHIEF, BUDGET AND FINANCE BRANCH 


Amounts available for obligation 


Difference 


Appropriation or estimate , 000, $6, 000, 000 
Prior year balance available 94, 558 


Obligations incurred +6, 000, 000 
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Obligations by activities 


In budget 


Revised 
estimate 


Difference 


1. Synthetic liquid fuels 
2. Drainage tunnel, Leadville, Colo 
3. New laboratory facilities 


Obligations incurred 


$75, 318 
19, 240 


75, 318 
19, 240 
6, 000, 000 


94, 558 


6, 094, 558 


+-$6, 000, 000 


+6, 000, 000 


Obligations by objects 


Object classification 


In budget 


| 
Revised esti- | 
nate 


Difference 


Summary of Personal Services 


Total number of permanent positions 
Average number of all positions 


01 Personal services: 
Permanent positions 
Regular pay in excess of 52-week base 
Payment above basic rates 


Other contractual services. __ 
Equipment 
Lands and structures 


Obligations incurred 


38 
37 


+38 
+37 


$171, 680 
595 
2, 900 


+$171, 680 
+595 
+2, 900 


175, 175 
3, 500 


+175, 175 


+2, 015, 000 


+6, 000, 000 


Actual, 1953 


Revised 
estimate 


Average salaries and grades: 
General schedule grades: 
Average s®lary 
Average grade. 
Crafts, protective, and custodial grades: 
Average solory 


$4, 955 
GS-7.3 
$3, 


73 
7. 


0 151 
Ungraded positions: Average salary , 943 : $4, 082 


Mr. Fenton. The committee will come to order please. 

We have with us the Director of the Bureau of Mines and others to 
support a supplemental request contained in House Document 428 
for construction in the amount of $6 million for the fiscal year 1955. 

Mr. Forses. That is right, Mr. Chairman. 

Mr. Fenton. The additional amount is for the construction of new 
facilities or to expand present facilities for the production of helium. 
Will you tell us about it, Dr. Forbes? 


GENERAL STATEMENT 


Mr. Forses. Mr. Chairman, and gentlemen of the committee, I 
have a short statement that I would like to read that will highlight the 
material contained in the request for this supplemental appropriation. 

I also want to say that I have here with me today, R. A. Cattell, 
who is associated with the helium problem, Dr. Fenton, and has been 
practically since its inception, and I think he will be able to answer 
most of the questions that come up in connection with this request, 
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Also with me is Mr. Harry Perry, Assistant Chief of the Fuels and 
Explosives Division who is also in very close touch with this situation. 

Helium is highly important to national defense. The first use was 
for inflation of lighter-than-air craft. That is still important, but 
newer uses as a fuel propellant in rockets and guided missiles, for 
meteorological observations, in welding and metallurgical processing, 
in diving and caisson operations, in range finders and other instru- 
ments, and in various types of research and medical applications are 
fully as important. 

The Navy is the largest user and the Atomic Energy Commission 
is second. The Air Force, Army, and several other Federal agencies 
use helium for a variety of purposes. About two-thirds of the pro- 
duction goes directly to Federal agencies and about one-third goes to 
non-Federal users, but the greater proportion of the non-Federal use 
is in work on Federal contracts. I wanted to emphasize that fact. 
Directly or indirectly, Federal agencies use and pay for at least 85 
percent of all the helium produced. 

The demand for helium depends in large measure on defense ac- 
tivities. It was necessary to increase production about 22-fold to 
meet the demands of World War II. After the war the demand fell 
sharply, but was several times the prewar demand. When war 
started in Korea, the demand rose sharply and has been rising ever 
since. Now it is about 35 percent above the peak demand of World 
War II and has about reached the full capacity of the Bureau’s four 
helium plants. The production at one of these plants is declining 
rapidly and is undependable, because the gas fields that supply it are 
nearing exhaustion. 

Helium is a distinctly limited resource. Gas fields from which 
helium production at reasonable cost can be assured are few in number. 
The Nation’s helium resources are being depleted rapidly primarily 
through use of helium-bearing natural gas as fuel without extraction 
of its helium content, rather than through use of helium. Conser- 
vation of helium to meet future demands is essential to the Nation’s 
defense and welfare. 

The greatest step toward conservation was taken when, during the 
period from 1927 to 1934, the Bureau of Mines acquired all gas — 
in 50,000 acres covering the Cliffside field of Potter County, Tex., 
supply the Amarillo helium plant. When that field was Pita 
its reserve of recoverable helium was about 200 times the annual pro- 
duction. Now, largely because of increased demand but partly be- 
cause of depletion of the field by 25 years of production, the remainin 
reserve in the Cliffside field is only about 10 times the total annua 
production. 

After World War II, the Bureau obtained a long-term lease from 
the Navaho Indians on the Rattlesnake field of San Juan County, 
N. Mex., which supplies the Navaho helium plant. That provided 
an additional reserve, but it is only about one-half the size of the 
remaining reserve in the Cliffside field. 

The fields that supply the Exell, Tex., and Otis, Kans., plants cannot 
be classed as reserves, because the Bureau merely has a contractual 
right to extract helium from the gas as it flows to market. The 
Bureau has no control over the rate of flow, and if the helium is not 
extracted—and I think this is very important—as the gas flows to 
market, it is lost forever. 
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A third step in conservation was to extract helium in excess of 
current demand from gas available at the Exell plant, transport it 
through a small pipeline about 15 miles long, and inject it into the 
producing formation of the Cliffside field. However, during the past 
3 years current demand has taken virtually all of the production of 
the Exell plant. 

Now, to supply the high demand, the Bureau not only must produce 
and process gas from the original reserves in the Cliffside and Rattle- 
snake fields, which were intended primarily for emergency and future 
needs, but is drawing on the helium that has been injected into the 
Cliffside field for conservation. 

In a period of full mobilization the demand for helium will be much 
larger than the present demand. The Bureau does not propose to 
provide capacity now for full mobilization, but there should be some 
reserve producing capacity, not only to meet peaks in the current 
demand but also to meet needs in the early part of a period of full 
mobilization, while additional facilities are being provided. 

Fortunately such reserve capacity can be used currently for con- 
servation, by meeting current needs from gas that must flow to fuel-gas 
markets, injecting any surplus helium that can be produced into the 
Cliffside field, and stopping or curtailing the withdrawals from the 
Cliffside and Rattlesnake fields. 

The helium problem has been studied intensively by the Bureau of 
Mines, the Department of the Interior, the Office of Defense Mobiliza- 
tion, a commercial engineering firm employed by the Department of 
the Interior, and the Bureau of the Budget. Careful consideration 
has been given to the possibilities of substituting other gases to meet 
some of the demands for helium, and possibilities of commercial 
operations. 

And I wish commercial operation would take this over ard let the 
Bureau of Mines carry on its research and conservation activities in 
this regard. In other words, here is an industry, Dr. Fenton, not yet 
ready to be taken over. Each organization that has studied the prob- 
lem has reached the conclusion that the only solution is for the Bureau 
of Mines to expand its facilities for production. 

This estimate of $6 million is to te hap for that expansion. That 
amount, together with funds available in the Bureau’s revolving fund, 
will barely meet the needs. In developing the means of expansion 
the Bureau of Mines is giving full consideration to the policy expressed 
by the House Committee on Appropriations in Report No. 314, 83d 

ongress, 1st session, that— 
wherever possible, private enterprise shall be taken into partnership to build, 
own, and operate that part of each rye that can be handled by private owner- 
ship under conditions that protect the interests of all the people. 

There is another thing that I would like to add, and that is, that 
there in the Southwest, so far as I understand it, are the only known 
fields in all of the United States, and, as far as I know, in the world, 
that are producing helium, and it is really more or less indispensable 
to our national interest, and God has been good to us, in providing 
this great national resource upon which we can call. 

With those few remarks, I would like to invite any questions, and I 
am very anxious that you hear Mr. Cattell, who, as I have said before, 
spent practically his lifetime in the Bureau of Mines and a large part 
of that, Dr. Fenton, has been devoted to helium. 
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The other thing I want to say, Dr. Fenton, is that helium has been 
a Bureau of Mines development; we did the research and production 
of helium right on through to its fruition. We are very happy to be 
able to tell you that in the early days, the first cubic feet of helium, 
was sold for $2,500 per cubic foot. Right now it is being sold at 1.9 
cents. 

Mr. Fenton. How much? 

Mr. Forses. 1.9 eents per cubic foot. You can see from that 
what development has taken place. 

Mr. Carre. In about 37 years. 


INCREASED DEMAND FOR HELIUM 


Mr. Fenton. What is the greatest factor, or factors, requiring an 
increase in the production of helium at this time? 

Mr. Carre... The demands of all the Federal agencies are increas- 
ing; the Atomic Energy Commission, for example, gave us a new 
estimate recently for 1955 which is about double their demand in 
1954. The Navy Department’s demand is increasing; the Air Force 
is using helium as a fuel propellant in their activities, and its demand 
is increasing. 

The ey ee demand has been growing rather rapidly, and, as 
Mr. Forbes has pointed out, the greater part of that is for defense 
contracts. 

Mr. Fenton. There are no non-Federal producers? 

Mr. Carrey. There is no non-Federal producer. 

Mr. Fenton. None at all? 

Mr. Carrety. No. The increases in the deliveries of helium to 
and including the fiscal year 1953 are shown on this chart you have 
before you. 

Mr. Forses. I think it would be well to refer to that chart, Dr. 
Fenton, which gives a slant on how the demands have increased for the 
use of helium. 

Mr. Carrett. The Air Force, although a relatively small consumer, 
as compared with the Navy for example, shows a demand in 1953 that 
was about twice its demand in 1952. 

The Atomic Energy Commission demands have grown steadily, and 
from the word we have had from the Atomic Energy Commission, 
they are still increasing. The total demand for the fiscal year 1954, 
I estimate to be about 185 million cubic feet. We have not met 
the demand. We had to curtail production earlier in the year because 
of the shortage of tank cars. By the cooperation of everybody con- 
cerned, we are getting better use of tank cars now, but we did not have 
7 capacity to catch up with the demands this year, although we 

ave been doing everything we could. We are only producing about 
170 million cubic feet in 1954, or about 15 million cubic feet short of 
the estimated actual demand. The demands have been increasing 
at the rate of about 30 million cubic feet a year. 

Mr. Fenton. According to the chart, your non-Federal customers 
seem to be greatly increasing. 

Mr. Carrety. Yes. But that is largely a Federal demand. We 
made one analysis of the use of helium that was going to non-Federal 
purchasers and we found that 88 percent of the helium they purchased 
was going into Federal contracts. We made another analysis later 
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that was not as complete. From the data then obtained, at least 61 
oe of that helium was going to Federal contracts, and we did not 

ave the data to be sure about the rest. About two-thirds was going 
directly to Federal consumers and over 60 percent of the remainder 
was gomg into Federal works, so we found that the Government is 
using and paying for 85 percent or more. The rest of the helium goes 
into non-Federal activities that support the national welfare, and a 
considerable part of that goes for medical application. A relatively 
small part of that non-Federal sale goes to strictly private operations. 


HELIUM RESERVE 


Mr. Fenton. The Cliffside and the Rattlesnake fields are the fields 
that are used for storage; is that correct? 

Mr. Carrey. The Cliffside field is used for storage of excess helium 
when we can produce it at the Exell plant. We have a helium pipe- 
line running from the Exell plant through the Cliffside field to the 
Amarillo plant. For the past 3 years, we have been using the helium 
stored underground in meeting demands. During the past year we 
have oo more injected helium than we have injected into the 

ound. 
or. Fenton. What is the reason? 

Mr. Carreti. The demands have grown. We have not been able 
to keep up with the demands. We have not been able to develop 
production in excess of the demands, so as to inject helium into Cliff- 
side. We are now drawing on the original reserves. Cliffside, which 
was purchased to supply the Amarillo plant, at a time when it looked 
like the reserve would be sufficient for 200 years, has been drawn upon 
to the point where we are now removing helium from the Exell plant 
that was injected into the Cliffside field. 

Mr. Fenton. Where do you get the gas for the Amarillo plant? 

Mr. Carretyi. The gas for the Amarillo plant comes from the 
Cliffside field. The Cliffside field was acquired from 1927 to 1934, 
by purchase of gas rights to supply the Amarillo plant, and that field 
stands as a Government reserve. 

The Exell and Otis plants are not supplied from what we can call 
helium reserves. They are supplied from natural-gas reserves, and 
take helium out of the gas as it goes to market. If we do not take 
the helium out of that gas, it is lost and goes up someone’s flue. So 
we try to fill the helium demand from Exell and Otis, where we have 
to produce helium to save it, and to curtail or stop production at the 
Amarillo and Navaho plants, where we have reserves of gas that can 
be left in the ground. But now we have to operate everything we 
can in order to meet the demand. 

Mr. Fenton. At the Otis plant and the Navaho plant, what do 
you do with the helium that is manufactured there? 

Mr. Carrett. It all goes to the consumers. 

Mr. Fenton. Directly? 

Mr. Carrety. Yes. 

Mr. Fenton. None of it is reserved? 

Mr. Carretu. No. We can put helium in the reserve only where 
we have a pipeline. To transport helium by rail to put it in a reserve 
would be an expensive proposition. 
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i ~ Fenton. And the only pipeline you have for reserve is from 
xell? 

Mr. Carrey. Exell to the Cliffside field. We have a similar 
pipeline from the Navaho plant to the railroad near Gallup, N. Mex.; 
but that is not used to inject helium underground. 

Mr. Fenron. I note in your justifications that you had a plant at 
Fort Worth, Tex., back in 1941, was it? 

Mr. Carrety. No; that plant at Fort Worth was built during the 
period from 1918 to 1921, was operated beginning in 1921, under the 
ee of the Navy, and was transferred to the Bureau of the 
Mines on July 1, 1925. It was being supplied with gas from Petrolia 
field, which was in the last stage of depletion. When we had the 
Amarillo plant ready to operate in 1929 we closed the Fort Worth 
plant. So it has been closed down for many years, Doctor. 

I wonder if you had in mind the Cunningham plant. We had 
five plants in World War II. One of them was the Cunningham 
plant. 

Mr. Fenton. Yes. 

Mr. Carrexi. That plant was built to process gas from the Cun- 
ningham gas field of Kansas, which had a rather short life. It was 
used to meet the needs during the war, but we dismantled that plant 
after the war, so now we have four, the Amarillo, Exell, Otis, and 
Navaho plants. 

Mr. Fenton. Do you know of any great gas fields that contain 
helium to any extent? 

Mr. Carre... That brings us to this question of reserves versus 
deposits. There are only four helium reserves: One is the Cliffside 
field. The Government owns all the gas rights there, so we take the 
gas out only as we need it. Then we have the Navaho reserve, in New 
Mexico. There we have the deep formations in the Rattlesnake field, 
under a long-term lease from the Navaho Indians, and that gas can be 
left in the ground until it is needed. 

There are two reserves on the public lands that have never been 
used. They are good things to have to meet emergencies, but they 
are not large and both of them would be rather expensive to use. 
We have never developed those two reserves. 

Mr. Fenton. Do you have any objection to saying where they are? 

Mr. Carre it. No. One of them is in Emery County, Utah, known 
as Helium Reserve No. 1, at Woodside. The other is in Grand County, 
Utah, at Harley Dome. Those are the only fields that can be classi- 
fied as reserves of helium-bearing gas on public lands. 

As a helium-bearing gas deposit—not a helium reserve—there is 
the Channing area that supplies Exell, from which we have already 
produced about 700 million cubic feet of helium, and from which we 
will produce a great deal more. That is a natural gas reserve, and, 
the helium is being taken out of the natural gas as it flows to market. 

Otis, and smaller fields in the same vicinity, are in the same class 
as the Channing area, except that the fields are nearing the end of life. 

The production at Otis is declining and none of it can be stored 
because we have to get all the helium we can out of Otis to meet the 
demands. 

Now, perhaps I should say something more about the Cliffside 
field. By purchase of the gas rights, we got the helium in the Cliffside 
gas before it went to market, so that we have that reserve. Otis was 
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comparable to Cliffside, from a physical standpoint, but the ownership 
there was far more diversified, and the Otis field was never acquired 
by the Government. We built a plant there during World War II. 
That plant was shut down for a considerable period after the war, 
and I do not think we are going to get more than about 8 percent of 
the helium that was in the field originally, although at one time we 
were getting a large output of helium. 

Then we come to Keyes, another large field which was found about 
1943, and was fairly well developed by 1946. 

Mr. Fenton. That field is in Oklahoma? 

Mr. Carrexit. In Cimarron County, Okla. The helium in that 
field is about five times the quantity in the Cliffside field. The helium 
content of the gas is about 2 percent, compared with 1.8 percent at 
Cliffside, about 1.5 percent at Otis, and a little less than 1 percent at 
the Channing area, where we are drawing the gas for the Exell plant. 

That might make you feel that the Exell plant is in an unfavorable 
position, but in spite of the relativity low helium content, because it 
was a large operation, it has been an economical plant from the stand- 
point of cost per unit of output. 

(Off the record discussion.) 


ALTERNATE PROJECT—-KEYES 


Mr. Fenton. Do you think you could get sufficient gas from which 

to extract helium at the Exell plant if the plant were expanded? 
B Mr. Carreiit. We can get additional helium by expanding the 
Exell plant, but the estimated ultimate recovery of helium is much 
more at Keyes; Keyes will last longer than Exell. We have 2 percent 
of helium in the Keyes gas instead of the 1 percent at Exell. 

Mr. Fenton. Then I take it from what you say, that you would 
rather develop that project? 

Mr. Carretu. We want to select the best project, and that will 
require further study. 

(Off the record discussion.) 

e a Fenton. This estimate, Doctor, is based on the expansion of 
xell? 

Mr. Thatis right. Our studies have indicated that about 
the same amount of money would be required for Keyes. Let me 
make that clear. It will take about the same expenditure by the 
Bureau at Keyes that it will at Exell. 

Mr. Frenron. Off the record. 

(Discussion off the record.) 

Mr. Fenron. You have explained your reasons for the change, but 
according to this document you think the plant at Exell would be the 
most convenient at this time and accordingly you have submitted a 
figure of $6 million for Exell. 

Mr. Carre.u. I wonder if the last part of the justification does not 
clarify that. It says: 


* * * it 1s recommended that the $6 million be made available with appropriation 
language broad enough to permit changes in the program if a project better than 
the one on which the estimate is based can be developed. 

The Bureau will make every effort to develop a project that is more favorable 
than the Exell expansion, but will fall back upon that expansion to meet the 
demands if the Keyes project is found to be impracticable or inferior to the Exell 
expansion, and if no project better than either of them can be found. 
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This estimate is intended to cover either one of the projects, 
depending on which of the projects turns out to be the most favorable 
as we proceed with our studies. 

Mr. Fenton. We should have a pretty firm estimate of what the 
Keyes project will cost. It may require less. 

Mr. Battey. We say in the justifications: 

Any unneeded part of the $6 million will be returned to the Treasury, just as 
the Bureau returned more than $4 million of unneeded helium funds after the 
close of World War IT. 

Mr. Carre tu. The plant will cost about the same amount of money 
regardless of where we put it. 


HELIUM EXPORTATION 


Mr. Jensen. Is any helium exported? 

Mr. Carrey. Very little. That is under the control of the Depart- 
ment of State. An export license is required. The State Department 
reports every year upon the quantities exported. 

Mr. Jensen. And only export to friendly nations? 

Mr. Carrey. Yes. 

(Discussion off the record.) 


SUPPLY AND DEMAND 


Mr. JENSEN. You are asking for $6 million for the purpose of 
expanding your helium production and storage facilities, is that right? 

Mr. Carrey. Primarily production facilities. 

Mr. JENSEN. We have a good supply of helium now in storage, do 
we not? 

Mr. Carretyt. We do not have any considerable amount of helium 
in storage above ground. 

Mr. Jensen. Above ground? 

Mr. Carreti. Yes. We do have helium-bearing natural gas 
underground in the Cliffside and Rattlesnake fields. We have put in 
the Cliffside field some helium produced at Exell, but that is less than 
6 months’ supply. To recover it, we must process the enriched 
helium-bearing natural gas in which it is contained. 

Mr. Jensen. Is the demand for helium increasing? 

Mr. Carreti. Yes. It has been increasing since Korea, as is 
shown by the charts in the justifications. 

Mr. Jensen. Did you not know about this condition before we had 
the hearings on the regular appropriations bill? 

Mr. Catrrety. Yes. The estimates had been submitted, the Bureau 
of the Budget was giving very careful consideration to our estimates, 
and only released them in this report that you have received recently. 
But this matter of expansion has been under consideration since 
October 1952. In fact, we prepared estimates of funds needed for 
expansion as early as August 1952. 

Mr. Jensen. If Congress allows you the $6 million requested in 
your supplemental bill, to what percent will production be increased? 

Mr. Carre.u, It will raise the capacity to produce about 50 percent 
above the present level. 
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CAPITAL CHARGE RECOVERY 


Mr. Jensen. According to your justifications you say: 


The Bureau of Mines is the sole producer of helium, a lighter-than-air gas used 
extensively in airships and in new industrial applications, particularly welding. 
The growing use of this product in industrial applications makes it advisable that 
production facilities be expanded to meet both immediately foreseeable needs and 
to provide a more adequate mobilization base. The prices charged for helium 


this is the sentence I want to particularly bring to your attention—— 
are calculated to recover capital charges, including interest. 


Just what do you mean by that? Do you mean the Federal Gov- 
ernment is going to get some of this $6 million back? 

Mr. Carrey. Yes. 

Mr. Jensen. How? 

Mr. Carrett. Through charges for depreciation and depletion. 
This charge for interest applies only to the non-Federal sales. We 
have not been charging interest on the sales to Federal agencies, but 
the price charged for helium supplied to all users covers all the oper- 
ating costs plus the capital charges. — 

Mr. Jensen. “The prices charged for helium are calculated to re- 
cover capital charges, including interest.’’ According to that state- 
ment all of this $6 million in this request will be returned in the Treas- 
7 at some time, including interest. 

fr. Carrey. That is right. 

Mr. Jensen. That is right, is it? 

Mr. Carretu. Including interest on the part that is sold to non- 
Federal purchasers, and including depreciation and depletion on the 
part sold to non-Federal and Federal purchasers. 

Mr. Jensen. Are you making any profit on helium today? 

Mr. Carrety. Yes. It is running around 6 percent per year on 
the investment at the price at which it is sold to non-Federal users. 
We have not charged the Federal agencies with interest. That would 
simply be taking money out of one pocket and putting it in another. 

Mr. Jensen. I understand that, but in due time all of the money 
that the taxpayers of America will invest—that is, in the foreseeable 
future—in the production and storage of helium and so on, will be 
returned to the Treasury of the United States? 

Mr. Carrey. That is right. 

Mr. JENSEN. You want to make that statement? 

Mr. Carre.u, It will be returned to the United States either in 
money that flows into the Treasury or in additional facilities. There 
is a provision in the act governing helium activities which permits the 
use of that money for acquisition and development of helium proper- 
ties, and to the extent money is used for acquisition and development 
of helium properties, it is isto | your capital assets rather than 
putting money in the Treasury. e have returned already to the 

reasury $463,000. 

Mr. Jensen. There is some gas that does not contain helium, or 
does not contain enough to extract it; is that right? 

Mr. Carrety. Very few gases contain enough helium to warrant 
extraction. Virtually all natural gases that we have ever examined 
contain some helium, but it ranges from a very small fraction of 1 
poo up to 8 percent. However, most of the gases that contain 

ium up to 7 or 8 percent contain so much nitrogen that the gas is 
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of no value as fuel. A fuel gas containing 2 percent of helium is 
better for helium production than one of the noncombustible gases 
containing around 7 percent of helium, because, if the gas contains 
only helium and nitrogen without enough fuel value to make it 
marketable the helium operation has to stand 100 percent of the cost 
of developing and producing the gas. 


PERSONAL SERVICES 


Mr. Jensen. I notice you are asking a total of $175,175 for addi- 
tional personal services. How many employees does the Bureau of 
Mines have at the present time? 

Mr. Carrey. Do you mean in total? 

Mr. Jensen. Yes, in total. 

Mr. Bartey. Approximately 5,000 in total in the Bureau of Mines 
at the present time. 

Mr. Jensen. How many are now employed in this activity and in 
all activities related to helium? 

Mr. Carre. It is somewhere around 350 at the 4 plants. Most 
of those are operating personnel. 

Mr. JeNsEN. Operating personnel? 

Mr. Carrey. Yes. 

Mr. JenseN. Are you asking for any additional administrative 
personnel? 

Mr. Carreti. This would be personnel to handle the technical 
and the business activities involved. 

Mr. JENSEN. It would be administrative personnel, then, would it 
not, so to speak? It would not be laboring men? 

Mr. Carrey. No. 

Mr. Jensen. They would be white-collar workers? 

Mr. Carrey. Primarily white-collar workers, clerical and tech- 
nical employees. When we get into operation the personnel required 
for the operation will show up on our operating account. But when 
you carry on a construction program you have to have some engineers 
and clerks and other people to look after the job, and the cost of 
that personnel to look after the job of construction and development 
should show up against the appropriation to be used for the construc- 
tion and development; otherwise your cost figures are fallacious. 

Mr. Jensen. The money used for administrative personnel will 
not be recovered in the Treasury of the United States? 

Mr. Yes. 

Mr. JensEN. It will? Is this all chargeable to the program? 

Mr. Catre.t. All costs against this appropriation will be capitalized 
against the cost of the project. 

Mr. Jensen. That is all. 

Mr. Kirwan. How long can you keep the helium underground after 
extraction? What is the percentage of waste? 

Mr. Carrey. It can remain there virtually indefinitely. We put 
the helium right back where the natural gas was, and the helium will 
stay there just as the natural gas stayed there, unless there is a leak, 
but we watch that carefully. 

Mr. Kirwan. You would have to watch it carefully. 

Mr. Carrety. Yes; and we do. We keep very careful records of 
the pressure. 


\ 
\ 
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DELAYED BUDGET REQUEST 


Mr. Krrwan. Let me ask you a question here. I think Mr. Forbes 
said back as far as 1952 that the need for helium was known. Why 
did you not come up in the regular budget for this? 

r. Carrey. I think the reason is we had to go through the Bureau 
of the Budget. 

Mr. Kirwan. We have on the floor of the House an agricultural 
bill involving $1 billion, and we had to come down here to consider 
this supplemental request for $6 million. 

Mr. Carrey. This has been given very careful study. The Office 
of Defense Mobilization was asked to make a study and a private 
industrial concern made a study and the thing has been under study 
by the Bureau of the Budget with the assistance of others. They 
were looking for a way to do this without this money, but they could 
not find it. The Bureau of the Budget has only recently released 
this estimate. 

Mr. Kirwan. I do not believe the Bureau of the Budget should 
take the blame. I think that is the only way to do it. I want to 
know why you did not do it. When they come to testify most of the 
testimony is kept off the record, but nevertheless, if it is so highly 
valuable I cannot see why they had to go all the way to the Depart- 
ment of Defense and everybody along that line. I am in favor of this. 
You spend 2 years and then come up here at a time when we have 
to leave the floor and come and listen to something that should 
have been in the bill before. 

Mr. Carretu. That is a matter that is beyond our control. 


Mr. Krrwan. You are the one who is presenting it. I am not 
singling out anybody. I have been hollering that for the 4 years I 
was chairman of this committee. I am for every dollar that will be 
spent on this or 10 times that amount. I will not quibble about the 
money, but I do object to sitting on this side of the table and having 
statements off the record. 

Mr. Carrey. I think a little might be helpful. We 


have used figures which came to us from the military services and the 
Atomic Energy Commission under a security classification. Regard- 
less of what the merits may be, we cannot release those figures. 

Mr. Kirwan. I am not asking you to release the figures. I heard so 
much of that during the 4 years of war and the billions and billions 
that were wasted by defense outfits. All you had to do was tell me 
— cubic foot cost 20 years ago and what it costs today. Off the 
record. 

(Discussion off the record.) 


KEYES FIELD PROJECT 


Mr. Fenton. Doctor, in your justifications you indicate that as 
early as May 1953 the 


Colorado Interstate Gas Co. made a tentative proposal to the Bureau, without 
detailed consideration of the problems involved, which may offer a chance to 
develop a project that will meet the needs at lower cost to the Government. 


Then further on you say that representatives of the Bureau and of 
the same company 
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have been collaborating in studies of ways of developing a project to process 
Keyes gas 


and that 


The Bureau has arranged for a geologist of the Geological Survey to prepare a 
report on the Keyes field. 

If, as you indicate, you are favorable to the Keyes proposition with 
the Colorado people, if we were to permit the use of this $6 million for 
the Keyes operation with the Oklahoma people, would not that take 
away your bargaining powers with the Colorado people? 

Mr. Carre.tu. It happens that the same gas company controls the 
gas at both places. 

(Discussion off the record.) 

Mr. Fenton. Do you think it is proper to come in with a supple- 
mental before those things are worked out? 

Mr. Carretu. We have to get going. 

Mr. Fenton. The proposition today is that you want the Keyes 
development instead of expanding Exell? 

Mr. Catretyt. We want the one which we find to be the most 
favorable after we have worked out the details. At present, from a 
physical standpoint, Keyes looks better than Exell. 

r. Fenton. Then what you want this subcommittee to do is to 
give you permission to use the $6 million as you see fit? 

Mr. Carretu. Not exactly that. Let us not use those words. I 
would say the use of the $6 million for the project that will give the 
Government the most for the money. But this thing cannot wait long. 

Mr. Fenton. That would be virtually a blank check, Doctor. 

Mr. Carre... It is simply a helium plant with a choice of sites. 

Mr. Fenton. Off the record. 

(Discussion off the record.) 

Mr. Fenton. Will this be on open bids? 

Mr. Carretu. Yes. Some of the things which require specialized 
mechanics of the type we have, we may do ourselves, but by and 
large the work will be under contract. 

Mr. Fenton. Any further questions? 

If not, thank you, gentlemen. 


WEDNESDAY, JUNE 16, 1954. 


ADMINISTRATION OF TERRITORIES, OFFICE OF TERRITORIES 
VIRGIN ISLANDS 
WITNESSES 


ANTHONY T. LAUSI, DEPUTY DIRECTOR 
HON. ARCHIE ALEXANDER, GOVERNOR, VIRGIN ISLANDS 


COST OF LIVING ALLOWANCE 


Amounts available for obligation 


In budget Difference 


Appropriation or estimate $3, 775, 000 » +$47, 000 
Reimbursement from other accounts 500 {er 


Total availible for nteee 3, 775, 500 +47, 000 
Total obligations 3, 775, 500 q +47, 000 


46868—54—pt. 


i 
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Obligations by activities 


In budget 


Direct Obligations 


1, Territory of Alaska: 
(>) Legislative expenses__- 
(c) Care and custody of Alaskan insane 
2. Territory of Hawaii: 
(b) Legislative expenses 
3. Virgin Islands: 
(a) Governor’s office 
(6) Grants to municipalities 
4. Guam: 
(a) Governor’s office 
(b) Legislative expenses 
5. American Samoa: 
(a) Governor’s office 
Grants... - 
¢) Legislitive expenses. 
(d) Chief Justice and High Court. 
6. Canton Island Administration 
7. General administration 


Total direct obligations. 
Obligations payahle out of reimbursements from other accounts 
7. General administration 
Total obligations 


Obligations by objects 


Object classification 


In budget 


Revised 
estimate 


Difference 


Summary of Personal Services 


Total number of permanent positions 
Full time equivalent of all other positions......____- 
Average num ber of all employees 


Personal service obligations: 
Permanent positions 
Other positions. __ 
Regular pav in excess of 52-week base _- 
Payment above basic rates 


Total personal service obligations 


Direct 
Personal 
Travel. 
Transportation of things. 
Communication services. 
Rents and utility services 
Printing and reproduction _. 
Other contractual services. 
Supplies and materials 
Equipment 
Grants, subsidies, and contributions 
Taxes and assessments 


Total direct obligations 
Obligations payable out of reimbursements from other accounts 
04 Communication services.-................-.----.----...-- 
Total obligations 


3, 775, 500 


Difference 

| $97, 400 $97,400 
| 48, 000 
41, 600 41, 600 
318, 000 +-$47, 000 
53, 400 53, 400 
56, 400 56,400 |.......-...... 
| 1,434, 000 1,494,000 
32, 600 33, 600 | 
9,000 
302,000 302,000 
| 3,775,000 | 3,822, 000 +47,000 

| 

| | 

36, 392 83, 392 000 
883, 662 | 980, 662 | +47, 000 
883, 662 930, 662 +47, 000 
} 3, 775,000 3, 822, 000 +47, 000 

| 
500 
| | 3, 822, 500 +47, 000 
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Average salaries and grades 


1953 actual | 1954 estimate | 1955 estimate 


General schedule grades: 
GS8-8.3 


Average salary $2,715 
Average grade = CPC-28 
Ungraded positions: Average salary $949 


Mr. JENSEN. We are pleased to have before us at this time Mr. 
Alexander, the Governor of the Virgin Islands. I am just a little 
more than pleased in having you before us, Governor, since your 
home was originally in lowa. was very happy when I learned you 
had been appointed Governor of the Virgin Islands, knowing of your 
very fine business ability, and if any place ever needed a businessman 
as Governor, it is the Virgin Islands. We know you will do a good 
job, Governor. 

Governor ALEXANDER. I shall try, sir. 

Mr. JensEN. You have a problem down there in a category all by 
itself, it seems. 

COST-OF-LIVING ALLOWANCE 


Governor, you are asking for a supplemental appropriation here of 
$47,000. That is to cover the payment of an additional allowance to 
your personnel? 

Governor ALEXANDER. To cover the cost-of-living allowance. 

Mr. Jensen. All right, Governor. I shall be pha to have your 
statement. 

Governor ALEXANDER. Do you want to make your statement first, 
Mr. Lausi? 

Mr. Laust. Just to say that we should like this $47,000 to cover the 
payment of the 25-percent cost-of-living allowance to classified em- 
ployees in the Virgin Islands. Payment of this allowance was dis- 
continued on August 1, 1953, and was subsequently restored by the 
Civil Service Commission, effective April 3, 1954. At the time we 
came up for our 1955 appropriation we did not know this allowance 
would be restored, and for that reason we have to come in for this 
supplemental. 

Mr. Jensen. This is mandatory? 

Mr. Laust. Yes, sir. 

Mr. Jensen. And the Civil Service Commission established it? 

Mr. Laust. That is right. They discontinued it last August and 
restored it effective April 3, 1954. 

Mr. JeNnsEN. I cannot see that there would be much point in talking 
about it except just to explain for the record what it is for. 

Governor ALEXANDER. I want to say we took some new employees 
from the United States down there. The situation demanded that 
we get some outsiders there due to certain conditions that existed there 
for many years, and one man has $21 a month left after he pays his 

bill and his rent. We have a very serious housing shortage. 


cery 

Fie is in a basement apartment and pays $175 a month for 2 bedrooms. 
We have a difficult situation down there. In fact, he does not figure 
he can stay there without the 25-percent allowance. 


GS-8.5 GS-8.1 

Crai tect 
$2, 776 $2, 870 
CPC-2.8 CPC-2.8 
$1, 100 
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Mr. Jensen. What will this 25-percent allowance bring his salary 
up to for a year? 

Governor ALeExanpeR. About $6,200 in the classification he is in. 
By the time vou take out your 6-percent retirement and 25-percent 
tax there is not much left. Another thing is that the cost-of-living 
allowance does not affect the Governor at all, and a salary of $15,000 
a year nets about $10,000. 

Mr. Jensen. We know something about that. 

Governor ALEXANDER. I am not making a complaint because I 
have outside income and I am pleased to serve there; it is an American 
institution. The thing I wondered about was why the 25-percent 
allowance. If the cost of living has advanced, it has advanced more 
than 25 percent for the man in an executive position. And I do know 
it affects my help and some will not stay unless they are reclassified. 
We have a good bunch of people there. 

Mr. Jensen. Would it be possible to get along with less people 
and give them more pay? 

Governor ALEXANDER. We have done some of that. Of course we 
meet with a lot of opposition. 

Mr. Jensen. Always. 

(Discussion off the record.) 


ORGANIC ACT 


Mr. Laust. The organic act, if it goes through, will give the 
Governor a chance to reorganize. 
Mr. Jensen. Governor, while you are here before the committee, 


is there anything you would like to bring to the attention of the 
committee at this time? 

Governor ALEXANDER. I do not know of anything else. I can say 
this, that we are head-on with a good many situations we will not be 
able to cope with unless we get this organic act. Since the day of 
my inauguration we have brought the deficit down from $300,000 to 
$90,000. 

Mr. Jensen. I want to compliment you. 

Governor ALEXANDER. We have collected money they had not been 
able to collect for a year and a half. The police did not help. We 
closed some stores because they had not been paying their taxes. We 
found out we had the right to do that. 

So we froze the labor situation just as is; we canceled $70,000 worth 
of raises in this count on the morning of my inauguration, before I 
was sworn in. That was the last act of the former Governor. 

Mr. Jensen. Yes; we were down there a few years ago and we 
learned something about that problem. 

Governor ALEXANDER. They had some books stolen after we started 
in making an audit of an autonomous authority that had not had an 
audit since 1948. We had 2 days of work before 3 of the records and 
books disappeared. We called in the FBI and they have not been 
found yet; so we are going after the rascals. 

Mr. Jensen. Good for you. 

Governor ALEXANDER. Our aim is to make that island self-support- 
ing. I think we can doit. We are going to have to cut out all waste, 
we are going to have to cut out all frills, and interest the people in 
good government. You can never have geod citizens unless you have 
good government, and I think we can have both. 
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Mr. Jensen. I am glad you are there and I know you are going to 
do a very wonderful job for the people of the Virgin Islands who are, 
as you say, citizens of the United States and certainly they deserve 
good government. 

Governor ALEXANDER. Ninety-five percent of them wanted it, but 
5 percent did not because of graft. They got on the inside and got in 
the body politic, and they will have to be removed. And this act is 
going to help us do it. 

Mr. Jensen. We wish you Godspeed in the good job you are doing. 

Mr. Fenron. I am very glad to welcome you with us. 

Governor ALEXANDER. Thank you. It means rather a lot when 
you know you have the support of people here in Congress. I appre- 
ciate what you have done for the islands, although some do not seem 
to. I think probably we have had too much too soon down there in 
my opinion, so we are going to develop trade schools and do a good 
many things and maybe we can bring back the desire to work and 
realize there is honor in labor. That is a long-range program, but I 
ane with your help and the support of the Senate we are going to 

it. 
WATER DEFICIENCY 


Mr. Jensen. We will certainly cooperate with you in everything 
that is right and proper. 

Years ago those islands used to be quite productive. 

Governor ALEXANDER. That is right. 

Mr. Jensen. Now this committee has leaned over backwards in 
appropriating money, and they have not asked for enough money to 


build ponds to store the water. 

Governor ALEXANDER. That would help them develop their own 
economy. 

Mr. JeNsEN. You have to catch the rains down there in order to 
make those islands productive and for many, many years the rains 
from the heavens washed into the sea. 

Governor ALEXANDER. That is right. 

Mr. Jensen. And you certainly never can make any area prosper- 
ous without good productive soil. So this committee has, I think on 
several occasions, appropriated more than the budget asked to build 
ponds and you have quite a few ponds there now, but not near enough. 

Governor ALEXANDER. And we will raise the water table if we get 
enough. 

Mr. Jensen. Absolutely. And if you get enough water impounded 
in those islands and the water level reaches the roots of the crops, you 
are going to have a lot better agricultural production. 

off the record.) 


EDUCATION 


Mr. Fenton. Governor, what is the condition of the schools and 
the hospitals? Have they completed the accommodations there? 

Governor ALExaNpER. We are spending $100 per annum per 
student for education. Our budget is less than $500,000. I think 
the lowest State in the Union per capita for education in America, 
not counting our Territories, is Mississippi, which is about $200 per 
student per annum, which means that we should have better educa- 
tional facilities in Mississippi by twice as much as we have in the 
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Virgin Islands—to show how far they are apart. Now the people 
of the United States, the Congress, the Government, has built new 
schools. We are building some now. We are finishing a high school 
on St. Thomas and finishing one on St. Croix. We fuvs two more 
to build on St. Croix in that program there. In addition to that, 
we got some assistance from the Vocational Education Depart- 
ment of the Department of Education, and we are stressing and this 
administration is stressing vocational education, because we believe 
you can take education, and if the people can work and they have 
taught those people how to live and not how to want to make a 
living. We want to increase that vocational education. I had a 
talk with Mr. Lawrence Rockefeller, who has a heavy investment 
down there, and he is going to help us out on this education program 
of ours that we are going to institute in our vocational education 
schools to teach the kids to work with their hands. They have 
gotten away from that; in fact, in some sections they were told 
“You do not want to do that; you want to aspire for a Government 
job.” Consequently, there are 1,400 people on the Government 
payroll down there. 
IMPORTED WATER 


Mr. What about the water supply? 

Governor ALEXANDER. The Navy brought in half a million gallons 
of water last week. We are hauling in water. 

Mr. Jensen. Drinking water? 

Governor ALEXANDER. Yes. We have the storage there and the 
Navy brings it over from Puerto Rico. We cannot catch enough, we 


have not been able to catch enough. It has not rained since my 
inauguration, which was the 9th of April, of any consequence. 
Mr. Jensen. What do you have to pay for your water? 
Governor ALEXANDER. | am ashamed to say we do not pay any- 
for it. 
r. 


JENSEN. I do not know why you say that. I am glad to hear 


that. 

Governor ALEXANDER. It is because it is costing the taxpayers 
something some place down the line. 

Mr. Jensen. Well, the people have to have water. 

Governor ALEXANDER. They have to have water. 

Mr. Jensen. Governor, I am going to ask you to request about 
four times more money. And when old Tightwad Jensen makes a 
request like that, he has to step out of cast, but I am going to ask 
you to make a request for four times more money for this water 
= to provide catch basins and ponds in the Virgin Islands than 

as been appropriated before. Because I know that until you catch 
enough rainwater down there and have a sufficient supply of water 
not only for domestic use but for agriculture, we are going to have 
problems no end in the Virgin Islands. 

Governor ALEXANDER. We think with this. organic bill that it 
won’t be necessary to come to Congress and ask for these appropria- 
tions. 

Mr. Jensen. Not even for a water supply? 

Governor ALEXANDER. No. 

Mr. Fenton. What is the rainfall down there? 

Governor ALEXANDER. At some places 16 or 17 inches in a year 
would be a lot. It depends on what side of the islands you are on and 
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it depends on the years, of course. I have been through the Geo- 
logical Survey’s study of all of the wells sunk around there, and there 
are no streams, no underground water supply. That is about all there 
is to it. On St. Croix they have 2 or 3. 

Mr. JENSEN. And the only way to get water is to catch the rains. 

Governor ALEXANDER. That is right. 

Mr. Laust. They had a good storm in September which dropped 
about 13 inches at the time. If they had bad the facilities, they could 
have caught it. 

Governor ALEXANDER. The challenge is there and we are going to 
try to meet it every bit. 

Mr. JeNnsEN. Fine; and we will be with you. 

Governor ALEXANDER. Thank you. 


Wepnespay, JUNE 16, 1954. 
NaTIONAL PARK SERVICE 


WITNESSES 


CONRAD WIRTH, DIRECTOR 
HILLORY A. TOLSON, ASSISTANT DIRECTOR 
KEITH P. NEILSON, FINANCE OFFICER 


Construction (Liquipation or Contract AUTHORIZATION) 


Amounts available for liquidation of contract authorization 


In budget, | Revised esti-| 5); 
1955 mate, 1955 | Difference 


Appropriation or estimate : $5, 275,000 | +$5, 275, 000 
Transferred from ‘Construction, National Park Service”. __ ana 4, 225, 000 +4, 225, 000 


Adjusted appropriation or estimate bee cad : 9, 500, 000 +9, 500, 000 
Applied to contract —9, 500, 000 


Obligations incurred 


Amounts available for obligation 


In budget Revised esti- . 
1955 | mate, 1955 | Difference 


Appropriation or estimate oe $9, 100, 000 
Transferred to ‘‘Construction (liquidation of contract author 
ization), National Park Service” —4, 225, 000 


Adjusted appropriation or estimate 
Prior year balance available: 
Appropriation 
Contract authorization 
Reimbursements from non-Federal sources 
eimbursements from other 


Total available for obligation 75, 933,000 | -+-65, 077, 047 

Balance available in subsequent year: 

Appropriation —388, 783 |....- 
Contract authorization 7 —47, 000, 000 | 


Obligations incurred...........-..-.--.----.------------| 10, 467,170 28, 544, 217 | +48, 077, 047 


Notge.—Reimbursements from non-Federal sources above are from the proceeds of sale of personal prop- 
erty (40 U.S. 481 (e)). 
ontract authority shown above was made available by the Federal-Aid Highway Act of 1954, Public Law 
350, approved May 6, 1954. 


4 

| +$500, 000 
—4, 225, 000 
8, 600, 000 | —3, 725, 000 
4,000,000 | +1, 802, 047 
en 67, 000, 000 | +67, 000, 000 
54, 500 54, 500 | 
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Obligations by activities 


Description 


In budget, 
1955 


Revised esti- 
mate, 1955 


Direct obligations 
Appropriated funds: 
1, Parkways 
2. Roads and trails. - 
3. Buildings, utilities and other facilities 
4. lands and water rights: 


$1, 004, 250 
4, 285, 607 
4, 100, 000 


979, 713 
39, 600 


$11, 500, 000 
10, 650, 000 
4, 640, 000 


1, 651, 217 
45, 000 


+$10, 495, 750 


540, 000 


+671, 504 
+5, 400 


Total obligations from appropriated funds. 
aoe from non-Federal sources: 
5. Replacement of personal property sold 


10, 409, 170 
3, 500 


28, 486, 217 
3, 500 


+18, 077, 047 


Total direct obligations 


10, 412, 670 


28, 489, 717 


+18, 077, 047 


Obligations payable out of reimbursements from other accownts 
2. Roads and trai! 


36, 370 
18, 130 


36, 370 
18, 130 |. 


Total obligations payable out of reimbursements from 
other accounts. 


54, 500 


54, 500 


Obligations incurred 


10, 467, 170 


28, 544, 217 


+18, 077, 047 


Obligations by objects 


Object classification 


In budget, 
1955 


Revised esti- 
mate, 1955 


Difference 


NATIONAL PARK SERVICE 
Summary of Personal Services 
‘Total number of permanent positions 


Full-time equivalent of all other positions 
Average number of all employees 


342 
384 
696 


Personal service obligations: 
Permanent positions 
Other positions 
Regular pay in excess of 52-week base 
Payment above basic rates 


Total personal service obligations 


Direct Obligations 
funds: 
Personal services 
Travel__ 
Transportation of ‘things__ 
Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services 
Supplies and materials 
Equipment 
Lands and structures 
Taxes and assessments. 


Total obligations from appropriated funds.......... 
Reimbursements from sources: 
09 Equipment 


Total direct obligations 
Obligations Payable Out of Reimbursements From Other Accounts 


Personal services 
Travel_. 

Rents and utility services._ 
Supplies and materials 
Equipment 


Total tntoes payable out of reimbursements from 
other accounts 


Obligations incurred 


3 


$1, 656, 342 
1, 307, 333 
6, 548 


38 


2, 990, 623 


3 


+16, 251, 056 


— 

3. Buildings, utilities and other | 

— 

188 +154 

385 +311 

+$748, 092 

+609, 057 

2,965,623 | +41, 360, 170 

13, 000 +4) 500 

922, 407 4233, 907 

iiabdedaihubileiatties 952, 891 +583, 319 

70, 000 +10, 000 

20, 401,830 | +13, 840, 285 

25, 820,226 | +16, 251,056 

3, 500 

_ 
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Obligations by objects—Continued 


Object classification | | Difference 


ALLOCATION TO BUREAU OF PUBLIC ROADS, DEPARTMENT 
OF COMMERCE 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 


01 Personal services: 
Permanent positions 3 $443, 200 +$776, 800 
Other positions IF Se 100, 000 | 500, +500, 000 
Regular pay in excess of 52-week base 1, 800 : +3, 200 
Payment above basic rates 5,000 | 15, 000 +10, 000 


Total personal services.................--..-......-. 550, 000 1,840,000 | +1, 290, 000 
Travel. 25, 000 90, 000 | +65, 000 
Transp yrtation of things 2, 500 7,000 | +4, 500 
Communication services.....................-.......-.<.. 2, 000 7,000 +5, 000 
Rents and utility services_......___________- 5,900 18, 000 | +13, 000 
Printing and reproduction 4, 000 15, 000 | +11, 000 
Other contractual services a 120, 000 425, 000 +395, 000 
Supplies and materials é 129, 000 250, 000 +121, 000 
Equipment 5, 000 +5, 000 
Taxes and 8, 991 +6, 491 


Obligations incurred 2, 665, 991 +1, 825, 991 
SUMMARY 
Summary of Personal Services 


642 +272 
576 +319 
1,176 +649 


Personal service obligations: 
Permanent positions. $1, 351, 450 $2,876,342 | +$1, 524, 892 
Other positions a 798, 276 1, 907, 333 +1, 109, 057 
Regular pay in excess of 52-week RE Sd a 5, 327 11, 548 +6, 221 
Payment above basic rates " 25, 400 35, 400 +10, 000 


Tota! personal service obligations 2, 189, 453 4, 830, 623 _ +2, 650, 170 
Direct Obligations 


Appropriated funds: 
01 Personal services 2, 4, +2, 650, 170 
Travel 

Transportation of things 
Communication services 

Rents and utility services 

Printing and reproduction 

Other contractual services 

Supplies and 
Equipment 

Lands and structures - 

Taxes and assessments 


Total obligations from appropriated funds 28, 486, 217 
Reimbursements from non-Federal sources: 
09 Equipment 3, 500 
Total direct obligations * 28, 489, 717 
Obligations Payable Out of Reimbursements From Other Accounts 
01 


02 
05 
08 
09 


Supplies and materials 
Equipment 


Total obligations payable out of reimbursements from 
other accounts 


Obligations incurred +18, 077, 047 


42 192 +150 
02 
03 
04 
05 
06 
07 
08 
09 
15 
Total number of permanent positions. 370 
Full-time equivalent of all other positions..._...............-- 257 
Average number of all 527 | 
+18, 077, 047 
| +18, 077, 047 
54,500). 
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Average salaries and grades 


Estimate, Estimate, 
1954 1955 


General schedule grades: 
Average salary _- rat $4, 722 
Average grade 8-6. GS8-7.0 

Crafts, protective, and custodial grades: 

Average salary. $3, 397 
Average grate... - ‘ ~ 5. CPC-5.0 
Ungraded positions: Average $3, 671 


Mr. Jensen. We have before us Mr. Wirth, the Director of the 
Park Service, who is requesting—how many dollars? 

Mr. Wirtru. We are requesting under three different items $9,500,000 
for roads and trails and parkways and $500,000 for land acquisition. 
These items are included in House Document No. 428. 


ROADS, TRAILS, AND PARKWAYS 


Mr. Jensen. Tell us about this $5,275,000 request for roads and 
trails and parkways in the national parks. 

Mr. Wirtru. That request, as you know I am sure, is due to the fact 
that the Federal Highway Aid Act has been enacted since we were 
here before on our regular appropriation, and that act gives us con- 
tractual authorization for $10 million for park roads and trails and 
$10 million for parkways for the year 1955. And what we have here 
is the amount of cash necessary to carry out that $20 million pro- 
gram. We have put in this request the balance between what is in 
the appropriation bill as it passed this committee and the cash needed 
in the first year to liquidate the contractual authorization. 


CONSTRUCTION PROGRAM 


Mr. Jensen. I notice you have not earmarked any of those funds 
for any particular park in this justification. 

Mr. Wirrn. We have a program of construction starting on page 
NP-12. We have indicated by asterisks the projects included in our 
1955 budget as it passed this committee, and those without asterisks 
are the items that would be undertaken under the $10 million program, 
so that you can pick them out. 

Mr. Jensen. I am looking for the Natchez Trace. 

Mr. Wrirrn. That is under ‘“Parkways,” starting on page NP-3. 

re Jensen. The proposed program for 1955 is $2,939,200; is that 
right? 

Mr. Wirrtu. Yes, sir. 

Mr. Jensen. Do you expect to spend that in 1955? 

Mr. Wrrru. Yes, sir. 

Mr. Jensen. I think it is about time we spent a little down there, 

call it a dog wash. 
Wirtn. This contractual authorization is going to allow us in 
the parkways to get them pretty well cleaned up; also allow us to 
replace quite a few old roads in the parks that are in bad shape. It 
will be very helpful to us if we can get this money and get it allotted. 
It does not provide new projects, but provides for finishing up projects 
that have been started and make them usable. 


Mr. 
or in 
r. 
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Mr. Jensen. The Baltimore-Washington Parkway is compiete. 

Mr. Wirrn. That is complete. 

Mr. Jensen. For Blue Ridge, you have $3,971,600. 

Mr. Wirtu. That is right. 

Mr. JENSEN. For the Chesapeake and Ohio, there is nothing. For 
Colonial, there is $2,854,200. Where is Colonial Parkway? 

Mr. Wirru. That is the parkway between Yorktown, Williamsburg, 
and Jamestown. That is one where we have the right-of-way and we 
are trying to clean that up for the 1957 celebration. That $2,854,200 
will take care of all of the fill and bridges; then all we will have is the 
planting and paving. 

Mr. Jensen. For Natchez Trace you want $2,939,200. 

Mr. Wirru. Yes, sir. 

Mr. Jensen. And for Suitland, $35,000. Where is Suitland? 

Mr. Wirru. Suitland is the parkway leading our of Washington to 
Andrews Field, Md. ‘This entire amount is for the drainage on the 
Suitland Parkway which leads out to Andrews Field. 

Mr. JENSEN. For advance plans and surveys, you want $200,000. 

Mr. Wirtn. Yes, sir. 

P Mr. JeNsEN. That is ascertaining where money can be spent in the 
uture? 

Mr. Wirru. It is to get our working drawings and plans in shape 
for future work. We try to keep a little bit ahead. 


CONTRACTUAL AUTHORIZATION 


Mr. Fenron. You are asking for a $5,275,000 supplemental. 


Mr. Wirru. Yes, sir. 

Mr. Fenton. On the first green sheet you have an item “Transferred 
from construction”’ $4,225,000. 

Mr. Wirtn. That is the amount that is in our appropriation bill 
now, and we are asking for $5,275,000 additional in the appropriation 
bill as it stood when it passed the House. There is $4,225,000 in that 
bill and we are asking for $5,275,000, giving us $9,500,000. 

Mr. Fenton. You are already authorized to use $4,725,000 under 
the bill that passed the House. 

Mr. Wirt. Yes. 

Mr. Fenton. Why are you transferring it from the heading 
“Construction” to “Liquidation of Contract Authorization’? 

Mr. Wirrn. Because we have now the contractual authorization 
for roads and trails and parkways and we are transferring what cash 
we have in the roads and trails now under construction to contractual 
authorization and using it all for contractual authorization; because 
we have $20 million worth of roads and trails and parkway contractual 
authorization and we need about half of the amount in cash in order 
to carry it forward. 

Mr. Neiison. On parkways this estimate would give us $4.5 
million in cash to meet $10 million in contract authorization, and on 
roads and trails it would give us $5 million to meet $10 million of 
contract authorization. Next year we would be back for the difference 
in cash to meet the remaining portion of the unliquidated contract 
authorization. 

Mr. Fenton. If this amount is allowed, could you interpret the 
authorization law to permit you to go ahead with any other work? 


2 
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Mr. Wirtrn. We would interpret the law passed by Congress to 
give us contractual authorization for $10 million worth of roads and 
trails and $10 million worth of parkways. We are asking this money 
in cash so that we can go ahead and let our contracts and meet our 
obligations on the contractual authorization. 

1 think the correct answer to your question is ‘‘yes,’”’ if I understand 
it correctly. 

Mr. Fenton. With this you think you can go ahead and contract 
under the basic law for any additional work? 

Mr. Wirrn. To make it clear, we have submitted here our program 
for the projects we propose to undertake if we get this full amount of 
money. In other words, we have itemized them just like we itemized 
the other items to this committee on projects we proposed to under- 
take for the full $20 million for roads and trails and parkways. So 
we have itemized each project here. 

I would say this, that we can only go to the extent we have the funds 
to meet our contracts. If the full amount is not allowed, we would 
have to revise this program, of course. But just what we would take 
out, at this time I could not tell you. 

Mr. Fenton. So you are proposing to go ahead and try to complete 
the program up to the amount of the transfer? 

Mr. Weare. That is right. And we have submitted a list here for 


your consideration and in it are all of the items you have already 
approved in the regular appropriation, and have added to it the ones 
that are to round out the entire program. 

Mr. Fenton. Up to this time you have spoken about roads and 
trails; is that right? 


Mr. Wirt. The first item is parkways, and the second one is roads 
and trails. 

Mr. Fenton. Why do you have to include this $4,225,000 total 
authorization? You have been allowed $4,225,000. 

Mr. Wirrn. Yes, we have now. 

Mr. Fenton. Why does that have to be included in this authoriza- 
tion? 

Mr. Wrrra. We have thrown in the cash that we have in our bill 
together with the additional cash we are suggesting, $5,275,000, in 
order to get our full amount of $9,500,000, to show you the complete 
program. 

Maybe this is the point you are getting at. We did not feel the 
$10 million contractual authorization was over and above what the 
committee had already appropriated; we figured the $10 million to 
include that. 

Mr. Fenton. That is the point I am trying to establish. 

Mr. Wirtx. What you have already approved, according to our 
interpretation, is within the $10 million contractual authorization; 
because in the 1955 budget, under the Federal Aid Highway Act, we 
had $10 million authorization, and when the new Federal Aid Act 
passed the House and the Senate, they said “All right, that $10 million 
for 1955 is now part of the contractual authorization.” 

What we need is the $10 million, about $10 million in order to ca 
on the $20 million program. In other words, we take the cash whic 
was in the 1955 appropriation, or anticipated cash, and add to it 
enough money to allow us to ahead with the contract, but our 
experience in letting contract obligations is that we need about 50 


4 
3 


347 


percent of the cash in order to go ahead and meet the obligations 
until we can come back for more funds next year, and then convert 
the authorization from a direct authorization to a contractual authori- 
zation. 

Mr. Fenton. Yes; but I was trying to establish whether or not you 
will have rnore money later for rounding out the $10 million in your 
authorization. 

Mr. Wirrn. I follow you now. Yes; we will come back next year 
for the balance of the amount of money. We were allowed in here 
about $5 million for the program and we will come back for the 
balance of the $10 million; we will have to come back next year for the 
other $5 million to pay the bills. 

Mr. Fenvton. In other words, you are not attempting 

Mr. Wirts. To get all the cash now? No. 

Mr. Fenron. You are not? 

Mr. Wirru. No. 

Mr. Totson. This is being submitted, Congressman Fenton, under 
section 6 of the Federal Highw ay Act, which states that: 

Any funds authorized for the fiscal year ending June 30, 1955, or herein au- 
thorized for the Forest highways, Forest development roads and trails, park 
roads and trails, parkways, Indian roads and public land highways, shall be 
immediately av ailable for contract. 

The interpretation of the Bureau of the Budget and ourselves and 
the Department is that the money which is included in the 1955 
budget, plus this supplemental appropriation item, should be con- 
solidated to support the two $10 million authorized for 1955. 

Mr. Fenton. This authorizes you to come back. 

Mr. Wirtn. Yes. 

Mr. Toutson. It authorizes us to come back to get the cash needed 
and other provisions authorize $12.5 million for roads and trails and 
$11.0 million for parkways for 1956 and 1957. 

Mr. Wirru. There would be 3 altogether, 3 years, 1955, 1956, 
and 1957. 

Mr. Fenton. Three years. 

Mr. Wirrtu. Yes; and this is for 1955 which we are working on. 

Mr. Frenron. And the money we have appropriated could not be 
expected to provide any other program? 

Mr. Wirrn. No. 

Mr. Fenton. Then we have provided for in this $4.2 million, 

lus 
. Mr. Wirrn. No; we will face that in every program. In fact, we 
have the roads and trails, in 1955, already approved, indicated by 
asterisks. I might sug est that in both programs, with perhaps a 
very small exception, a all of the projects are already started and in 
various stages of completion. 

Mr. Fenron. I do not know that it is necessary to go into all of 
these items in particular. 

Mr. Wirra. They all follow the same pattern, and it would be 
going over the same things that we have in the past. 


CONSTRUCTION DELAY 


Mr. Kirwan. I would like to ask you this question, Mr. Wirth. 
Mr. Wirrs. Yes. 
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Mr. Krrwan. Congress authorized to the extent of $281,837,000 
to build monuments and highways, or whatever it may be, and 
park trails. 

Mr. Wirru. Yes. 

Mr. Kirwan. And that program for 1955 is $10 million? 

Mr. Wirru. Yes. 

Mr. Kirwan. With $203,495,000 as the estimated cost of com- 
pletion? 

Mr. Wirtru. That is correct. 

Mr. Kirwan. Now the question I want to ask you is this: Do you 
think that is good business? And I am not blaming you; do not get 
me wrong. 

Mr. No. 

Mr. Kirwan. I mean, you start on every one of these projects, and 
vou just finish a part of them so that instead of having $10 million, 
let’s say, do you not think it should have been $50 million, which 
would have resulted in saving money for the Government; and 
putting the project in use. 

Mr. Wirt. Yes, I certainly do see what you mean. 

Mr. Kirwan. And then let the people, who want to, get into those 
places, rather than coming in here with $10 million for a thing on 
which we have already invested heavily, and we do have an investment 
in this thing which is costing money. 

Mr. Wirrn. Yes. 

Mr. Krrwan. I personally think it is a waste of money, just to 
complete so much of a project and leave it out subject to the elements 
of the weather until you can come in and ask the next Congress for 
more funds, instead of getting, say, $50 million and finishing up the 
work. 

Mr. Wirtx. We could use more money very handily if we were 
given more than $10 million. 

Mr. Kirwan. [ understand; that is why I am asking you if you do 
not think that would be the better way to go about it? 

Mr. Wirrs. Well, I will say this, that we find that when we go in 
on a good-sized construction program we get far more for the money 
than we do on a smaller construction program. 

Mr. Krrwan. Of course you do. 

Mr. Wirtrn. That is why we emphasize in here that what we have 
done is to leave out certain areas and concentrate the $10-million on 
bigger construction contracts, because we get better results on a 
big-scale operation than we do on the small. We have left out, for 
instance, the Chesapeake & Ohio Canal, and Foothills Parkways. 
We have not asked for the George Washington Memorial Parkway, 
the extension of the work to Great Falls. We plan, for the Blue 
Ridge, to complete units in pretty good chunks. And we plan on 
Colonial to get a chunk completed and we are going to ask in 1956 for 
completion of Colonial to get that off our docket. 

Then we drop back to Natchez and to Suitland. This will clean up 
the job at Suitland for the time being, and then the big one is Blue 
Ridge. We will finish up Colonial and the ones we have been asking 
for for a long time, and, as I said, we would certainly like to move 
along with Natchez Trace. 
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Mr. Kirwan. Personally, I would like to see you move along, and 
I would like to see you given more money to complete these 
projects—— 

Mr. Wirrx. This $10 million, however, is the limit of the authori- 
zation request for funds under the Federal Highway Act. 

Mr. Krrwan. I understand that the $10 million is the limit, but 
my question was, do you not think you could operate much better 
and more economically, as long as we have so much money invested 
in these trails, highways, and monuments, by completing them as fast 
as you could use the funds? 

Mr. Wirtu. Yes, I do. 


ROADWAY SURFACE 


Mr. Jensen. Most of these roads and trails, that is, the roadways 
are going to be macadam roads? 

Mr. Wrirru. Yes. 

Mr. Jensen. | hope you do not make the mistake that the Park 
Service made years and years ago by putting a 2-inch top on these 
park roads. 

Mr. Wirra. No. 

Mr. J=nse£N. Because soon it is going to be simply a washboard. 

Mr. Wirrn. Yes. 

Mr. Jensen. And that is just a waste of money because the first 
year or two after they are built, you must start repairs. We have 
seen them all over the country when we visit parks and I have raised 
the dickens about their putting a top cap of about 2 inches thick on 
them. 

Mr. Yes. 

Mr. Jensen. When you can go into another park, where they put 
a 3-inch cap on the roadways with a good foundation, you have got 
something that is rigid, so 1 hope that you do not start using a 2-inch 
capping. 

Mr. Wiskrn. You are absolutely correct. 

Mr. Jensen. Especially in climates where the temperature rises 
and falls. 

Mr. Wirru. You are absolutely right, Mr. Jensen, and the 2-inch, 
as the chairman indicates, is poor economy in the long run, and a 
loss of money. 

Mr. JENSEN. It is a waste of money. 


CONSTRUCTION PROJECTS 


At this point we will insert into the record the list of projects 
roposed under this new construction program and the justifications 
or them. 

(The matter referred to follows:) 
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JUSTIFICATION 


Estimated costs of completing the eight authorized national parkways are 
shown as follows: 


| Estimated 
or include stimat 
Estimated in 1955 fiscal cost to 
year Interior | complete 


Name of parkway 


Baltimore-Washington 

Blue Ridge 

Chesapeake and Ohio 

Colonial 

George Washington Memorial > 

Natchez Trace 7, , 20 , 2, 939, 200 
5 35, 000 

200, 000 


78, 341,324 | 203, 495, 900 10, 000, 000 


The $10 million program is justified in more detail as follows: 
BLUE RIDGE PARKWAY, $3,971,600 


This parkway was started in 1933 under authority of the National Industrial 
Recovery Act of June 16, 1933. When completed, it will extend along the crest 
of the Blue Ridge Mountains for a distance of 477 miles in Virginia and North 
Carolina. About 326 miles of the parkway have been paved and about 24 miles 
have been graded or placed under contract for grading. 


Project 1G2, grading, draining, stone base and tunnel, station 153 
to bridge No. 2 (5.5 miles), R-145 
Project 1G3a, grading, draining, and stone base, bridge No. 2 to Vir- 
ginia Route No. 130 (2.8 miles), R-146 403, 800 
Project 1G5-10, 6 bridges, station 153 to Virginia Route No. 130, 
R-147 332, 500 


1, 828, 800 


The $1,828,800 program shown above would in effect close an 18-mile gap in 
108 miles of parkway, through construction of 8 additional miles with several 
structures including a tunnel to a connection with Virginia Route 130, and would 
reduce a detour from 25 to 5 miles over good, hard-surfaced roads. In conjunction 
with the 106 miles in Shenandoah National Park this would provide a continuous 
park and parkway road of 214 miles from Front Royal to Roanoke, with the 
exception of the short 5-mile detour mentioned above. 


Project 187, Grade separation, Virginia Route No. 8 at Tuggles Gap, R-116 (com- 
pletion), $100,000 
This amount is proposed for completing State highway relocation work at the 
dangerous parkway intersection with Virginia Route No. 8 at Tuggles Gap, Va. 
Funds for this project are included in the Interior Department appropriation 
bill, 1955, as approved by the House. 


Project 1F 4, Grade Separation, U. S. Route No. 60 R-211, $175,000 

An amount of $175,000 is included in the program for constructing a grade 
separation structure at a point where the parkway crosses United States Route 
No. 60, a heavily traveled east-west highway. This dangerous crossing, a poten- 
tial source of serious accidents, should be eliminated as soon as possible. 


Project 2G1, grading, draining, and stone base, U. 8. Route No. 321 to 


Sandy Flat Gap, R—291 (2.7 miles) (completion) 
Project 2F13, U. 8. Route No. 321, grade separation, R-292 (com- 
pletion) 


program, 
1955 
dill 
281,887,226 |” 
$143, 800 i 
78, 800 
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This amount is to complete two projects started in the 1954 fiscal year, in the 
vicinity of Blowing Rock, N. C. This 3-mile section will provide good public 
access to the Moses Cone Memorial Park now served by an indirect access from 
United States Route 221 west of Blowing Rock. Both the grading and the over- 
pass structures must be completed in order for this bypass to function properly 
and insure the safety of parkway motorists. 


Project 2UV, grading, draining and stone base,, Wagon Road Gap to Beech Gap, 
R-137 (completion), $205,000 

A tunnel was constructed on this section in 1941 and since that time excessive 
spalling has developed generally beyond the portion of the tunnel which was 
lined with concrete during construction. At both ends of the tunnel, rocks and 
loose material falling from above create a very hazardous condition. In order to 
make this portion of the parkway safe for public use the balance of the tunnel 
should be lined with concrete and the portals should be extended. Additional 
funds are also needed to provide a heavy bituminous surface treatment over the 
entire 11 miles in order to match the type of surfacing which the State of North 
Carolina will provide connecting with the parkway at Wagon Road Gap. 
Project 2J10, grade separation, North Carolina Route No. 181, R-274, $156,000 

North Carolina has recently improved State Highway No. 181, with resulting 
heavier traffic use. Construction of a grade separation structure at this inter- 


section would eliminate a long dangerous staggered crossing and provide for the 
greater safety of motorists. 


Project 2A, grade separation, North Carolina Route No. 18, R-270, $125,000 
North Carolina has recently improved State Highway No. 18 from the parkway 

to Sparta, with a resulting increase in traffic. A grade separation is needed at 

this intersection for safety purposes, for which $125,000 is included in the program. 


Project, Linville Falls spur, section 2J, station 610 to Linville Falls (2.4 miles), 
R-432, $300,000 
The Linville Falls and Gorge area is one of the most scenic locations on the 
rkway. Most of the land for this recreational area was donated by Mr. John 
. Rockefeller, Jr., in 1952 and it is very heavily visited, even though only par- 
tially developed. Access is over State highways and parking is very limited and 
a long distrance from the falls. This program would provide a suitable access to 
the falls over a parkway road with controlled frontage, and would put a large 
and adequate parking area much closer to the falls, and provide access for pic- 
nicking and camping facilities. 
Projects 2P, tunnel lining, R-386; 2LM, tunnel lining and portals, R-319 
(portion), totaling $144,000 
These are necessary safety provisions to eliminate dangerous spalling conditions 


in tunnels, and to correct a grade intersection where several accidents have 
occurred on completed sections. 


Project guardrail and guardwall, $253,500 

This amount is included to provide guardwall and guardrail at some of the more 
dangerous locations along completed sections of the parkway on the fills and 
curves on the high altitude sections of the parkway in Virginia and North Carolina. 
Various minor projects, $461,700 

The amount of $461,700 is included in the program fot numerous minor projects, 
and would provide badly needed facilities for public sanitation, welfare and safety 
at developed areas on completed sections of the parkway in Virginia and North 
Carolina. These include the Humpback Rocks historical pioneer exhibit, the 
heavily visited Mabry Mill, Linville Falls, Crabtree Meadows, Peaks of Otter, 
and Craggy Gardens recreational areas. It will be necessary to close many of the 
most popular trails at parking areas for sanitary reasons if proper facilities are not 
provided in 1955. 

COLONIAL PARKWAY, $2,854,200 


When completed, this parkway will connect the historic areas of Yorktown, 
Williamsburg, and Jamestown Island, all in Virginia, by a 22-mile scenic roadway, 
portions of which parallel the York and James Rivers. The proposed program is 
comprised of t he following projects: 


46868—54—pt. 


| | 
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1D5, 1E1, hydraulic fills, College and Mill Creeks Glass House Point 


to Jamestown Island (1.9 miles), R-18_.___..._._---.-.-------- $842, 600 
1D, 1E, 4 bridges, College, Mill, and Powhatan Creeks and Glass 

House Point, Jamestown Island, R-19__...........---.-.-.---- 596, 900 
Route 2, ferry wharf and slip, Glass House Point, R-75__.__..____- 450, 000 
1—D, grading, drainage and shore protection, Williamsburg to James- 

1D, E, grading, drainage and paving, maintenance area and Glass 

House Point, R-61, 72, 500 


1—A, B, grading, drainage, and surfacing, picnic area, Yorktown ter- 
minal, Collection Rd. and Williamsburg Reception Center, R-68, 


A joint program is being planned by the Federal Government, the State of 
Virginia, and Colonial Williamsburg for observing in 1957 the 350th anniversary 
of the founding of the first permanent English settlement in the United States 
at Jamestown, Va., and for the anniversary of the Battle of Yorktown. Success 
of this national celebration depends largely upon completing the Williamsburg- 
Jamestown unit of the Colonial Parkway, as the existing highway connections 
and structures are inadequate for the traffic expected. 

The intermediate stage construction urgently needed on the remaining work 
for this unit is the provision of the hydraulic fills at College and Mill Creeks and 
between Glass House Point and Jamestown Island, the three navigation bridges 
for these fills and the bridge over Powhatan Creek and land ae Williams- 
burg to Jamestown. Plans for the hydraulic fills and bridge over Powhatan Creek 
are complete and ready for advertisement. The hydraulic fills should be con- 
structed as soon as possible. Completion of these projects will greatly facilitate 
the access and moving of men and equipment in the grading, draining, and paving 
work to follow. This will also permit the proper sequence of construction in time 
for the celebration. 

Also proposed is the relocation of the State Highway No. 31 from the parkway 
right-of-way to the ferry wharf on Glass House Point, and a connection to the 
parkway loop. This work is necessary as plans for the development of James- 
town, based on the restoration of historic environment, require the removal of 
the existing highway that cuts across the island. This relocation would replace 
Virginia Route 31 now on Jamestown with a new location on Glass House Point. 
A relocation of this route by the Virginia Department of Highways will connect 
with this project at the parkway right-of-way. The spur connection from this 
State highway to the parkway loop will provide access from the highway to the 
parkway and Jamestown. 

The program proposes construction of a new ferry wharf and slip at Glass 
House Point to serve the new location of Virginia Route No. 31 for the State ferry 
crossing the James River. This work is necessary since the existing highway and 
ferry wharf are to be removed from their present location across the center of 
Jamestown Island so as to allow for the development of Jamestown, based on 
the restoration of historic environment. 


Various minor projects, $166,100 


The amount of $166,100 is included for minor parkway projects such as com- 
pleting site improvement work, the Glass House Point exhibit area, the Ringfield 
tract picnic area, the maintenance area, and needed signs and markers, All of 
these items are urgently needed for the full utilization by the public and for the 
provision of public service and use features as well as the proper maintenance and 
appearance of the parkway. It is important that a start be made on the construc- 
tion of these facilities so that they will be available in time for the expected heavy 
public use during the celebration year. 


NATCHEZ TRACE PARKWAY, $2,939,200 


A survey to determine the route of this parkway was authorized by the act of 
May 21, 1934, and construction was started with funds allocated from the Emer- 
gency Relief Appropriation Act of 1935. When completed, the parkway will ex- 
tend for a distance of about 450 miles from Nashville, Tenn., to Natchez, Miss. 
About 64 miles have been paved and an additional 34 miles, now graded, are 
scheduled to be placed under contract for paving early in 1954. This will leave 


owe 
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another 65 miles which have been graded, including the 6.5 miles under construc- 
tion. Projects proposed for the 1955 fiscal vear are: 


Project 3H, part A, grading, draining, and base course, station 365+ 08 

to United States Highway No. 82, R-28_.__._._-_.__--- ee $794, 900 
Project 3H, part B, grading, draining, and base course, Chester-Tom- 

nolen Road to station 365+ 08, route 28 (12.4 miles) 658, 300 


1, 453, 200 


A unit of 102 miles has been under construction in Mississippi for many years. 
It has been completed and paved for a distance of 64 miles from United States 
Highway No. 51 north of Jackson to Mississippi No. 12 in the vieinity of Kos- 
ciusko. The balance of this unit has been graded north for a distance of 25 miles 
leaving about 13 miles ungraded at the north end connecting with the United 
States Highway No. 82, a principal east-west highway. The 1955 program would 
permit completing grading of the entire 102-mile unit. 


Project 3D3, grading, draining, and stone base, United States Highway No. 78 to 
United States Highway No. 45, R-17 (completion), $475,200 

Construction has been underway since November 1951 on the 6.5 mile portion 
of the parkway between Mississippi Highway No. 6 and United States Highway 
No. 45, which will serve as a bypass of the city of Tupelo. This unit will also be 
the first usable section of the parkway in this part of the State. The grading, 
draining, stone base and structures, except the Frisco Railroad overpass, are 
nearing completion on the 2.5 mile portion of this bypass between Mississippi 
Highway No. 6 and United States Highway No. 78. Grading, draining, and 
stone base have been started on the 4-mile section 3D3 of this bypass between 
United States Highway No. 78 and United States Highway No. 45. An amount 
of $475,200 is included in the program for completing the grading, draining, 
and stone base on this 3D3 portion of the Tupelo bypass, thereby advancing 
completion for public use and protecting the Federal investment already made. 


Project 83K, L (Por.) bituminous paving, Mississippi Highway No. 12 to French 
Camp, R-89 (15 miles), $500,000 

The 15-mile section of the parkway between Mississippi Highway No. 12 and 
French Camp have been graded since 1941. However, little public use can be 
made of this graded unit as there is no base surfacing, and construction work is 
greatly deteriorating due to erosion and lack of use. An amount of $500,000 is 
included in the program to provide an adequate base course and a protective 
bituminous surfacing for this portion of the parkway. Funds for the project are 
included in the 1955 Interior bill as approved by the House. This 15 miles of 
paved section together with the 64-mile portion now completed between United 
States Highway No. 51 at Ridgeland and Mississippi Highway No. 12 near 
Kosciusko, would make a total of 79 miles of paved parkway available for public 
use. 


Project 3W, bituminous paving, old United States Highway No. 61 to new United 
States Highway No. 61, R-242 (12 miles), $250,000. 

The grading, draining, base stabilization, and structures have been com- 
pleted since July 1941, on the 12-mile portion of the parkway between old United 
States Highway No. 61 and new United States Highway 61 in the vicinity of 
Natchez, Miss. While the public is using this 12-mile stretch the roadway is 
gradually deteriorating and eroding, resulting in increased maintenance costs 
due to the lack of a protective bituminous surfecing. An amount of $250,000 
has been included in the program to complete the bituminous paving on this 
12-mile section 3W. 


Various minor projects, $260,800 

The remaining $260,800 is for various minor projects, and would provide 
sanitation, welfare, and safety projects on sections of the parkway now used 
by the public. These include stabilizing outstanding historical end archeological 
exhibits on the parkway located on section 3W near Natchez, Miss., and on 
section 1F in Tennessee, thereby preventing further deterioration and more 
expensive maintenance, and meking them available for proper use. Also in- 
cluded are projects for marking the boundaries of various sections of the park- 
wey. The 1955 Interior bill, as passed by the House, includes $100,000 of the 
$260,800 program, for stabilization work. 
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SUITLAND PARKWAY, $35,000. 


This parkway was started in 1943 as a military access road and was trans- 
ferred to the National Park Service pursuant to the act of August 17, 1949. 
This dual lane highway, not yet completed extends from the District of Columbia 
bs ae Field (Camp Springs Air Base), Maryland, a distance of about 

miles. 

The $35,000 proposed for this parkway is to protect the roadway cut and 
fill slopes. The right-of-way is very narrow in many places, with the result that 
steep slopes were unavoidable. Slides are frequent and erosion control and 
slope stabilization is essential if costly maintenance is to be avoided. Funds 
for this work are included in the 1955 Interior bill as passed by the House. 


ADVANCE PLANS AND SURVEYS, $200,000 


This amount is for continuing plans and surveys to furnish information needed 
for the acquisition of rights-of-way by the States; for preparing advance con- 
struction plans for future projects so that they may be let to contract as soon as 
construction funds are available; and for personal services and other general 
expenses incident to the overall program. $120,000 of this amount is included in 
the 1955 Interior bill as approved by the House. 


Roads and trails 


Amount of this supplemental estimate_____-___._-_-------------- 1, 200, 000 


The Federal Aid Highway Act of 1952 (sec. 4 (a)), authorized an appropriation 
of $10 million for constructing roads and trails for the 1955 fiscal year. Section 
6 of the Federal Aid Highway Act of 1954, approved May 6, 1954, authorizes the 
Secretary of the Interior to incur contractual obligations in the amount authorized 
for appropriation during the estimate year. Accordingly, it is proposed to under- 
take a $10 million program of road construction during the 1955 fiscal year, of 
which $5 million is proposed for appropriation, and $5 million would be accom- 
plished under the contractual authorization. It is estimated that one-half of 
the program will be required in cash appropriation, as approximately 50 percent 
cash is needed to meet partial payments on programs without delaying progress 
on projects making up the total program. As $3,800,000 in cash is proposed for 
appropriation by the 1955 budget estimate, the appropriation of an additional 
$1,200,000 in cash would be required to carry out the $10 milliom construction 
program proposed. 

As of June 30, 1953, it was estimated that about $198 million would be required 
to complete the roads and trails systems in the areas administered by the service, 
including construction, reconstruction, relocation, etc. During the 8 postwar 
fiscal years, 1947 through 1954, an average of only about $3,250,000 per year has 
been appropriated for roads and trails construction. During that time, public 
use of these areas has increased from about 25,500,000 visitors in 1947 to about 
46,225,000 during 1953, and an estimated 50 million or more in 1954. Many of 
our road systems were built to standards which rever envisioned the traffic 
volumes now being received. Many of them are narrow and winding, and present 
hazards to the lives and safety of users. Lack of maintenance during the war 
years resulted in undue deterioration of many roads to the point where recon- 
struction is necessary to insure the public safety. 

The proposed $10 million program woyld provide primarily for further progress 
on stage construction; completion of partially constructed roads; reconstruction; 
improvements to alinement, widening, etc., in the interests of public safety, ete. 
Other projects of most urgent priority are included to meet minimum public 
needs, such as access roads to developments, etc, 

The amount of $225,000 is included for roads and trails construction at Colonial 
National Historical Park. This latter work should be completed prior to the 
celebration which will take place there in 1957. The projects proposed here are 
not a part of Colonial Parkway. ; 4 

A list of the projects comprising the $10 million program, together with ex- 
planatory notes, follows: 
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ProposED Roaps AND TRAILS ProGRAM, NATIONAL Park SErRvIcE, FiscaL YEAR 
1955 


Projects to be undertaken with Bureau of Public Roads participation 


Name of area affected, location, and title of project 
Acadia National Park (Maine): Amount 
Various roads, top surfacing R-66—1 1 $250, 000 
Route 10 Paradise Hill Road, 3.3 miles, graded 1941. 
Route 4 Kebo Mountain Road, 3.7 miles, graded 1940. 
Route 3 Long Field Road, 0.5 mile, graded 1938. 
Route 26 Sieur de Mont Springs 0.1- f mile, graded 1940. 
State road entrance. 
Route 27 Sieur de Mont Springs 0.35 mile, graded 1940. 
Loop and parking area. 
Route 4 Ocean Drive extension 0.59 mile, graded 1940. 
East Side Loop, Route 4, from intersection with Route 20 to 
intersection with Route 22 (remaining gap across Potter- 
Palmer land) 2.13 miles, grading and base surfacing R-3—5__ 357, 500 


This is the only segment of the park loop (route 4) on 
which no work has been initiated to date. 
Cost of work to date__- 
Cost of work in this program 
Cost of work remaining to be done (reconstruction of 
Bubble Pond section and paving of sections graded 
and base surfaced in 1938—40) 


Total cost of east side loop 19.2 miles________~- ae 


Colonial National Historical Park (Virginia): 
Island Loop Road, Jamestown, reception building to Black 
Point and return: Grading and marl surfacing 4.8 miles road- 
way; 5 parking areas (20 cars each); 1,800 5. Y. walks; 710 
8. Y. trail; 3 bridges, 1,000 feet total length, R-66-—1 

This proposal will provide an all-weather road to the now 
inaccessible part of the island including four colonial agri- 
cultural exhibits, the colonial Travis Cemetery and an 
overlook at Black Point where the colonists approached 
the island in 1607. 

Everglades National Park (Florida): 

Park Highway, route 1, east boundary to point 2.94 miles west; 
Paradise Key Road, route 4 from route 1 to Paradise Key, 
2 miles; Royal Palm bypass road, route 5 from route 4, 
south 0.76 mile; total, grading and bituminous base surfacing 
5.7 miles, R-7-3 

Park Highw ay, route 1 from Flamingo northerly including 
bridge over Coot Bay-Flamingo Canal. Grading and bitu- 
minous base surfacing, R-14-2 (portion) 

The existing highway serving Paradise Key, Coot Bay, 
and Flamingo country is poorly alined for park purposes 
and does not provide access to diversified park scenery and 
proposed developments. It consists of a 16-foot to 18-foot 
pavement with narrow shoulders and its not adequate to 
handle the present traffic. 

Shenandoah National Park (Virginia) : 
Skyline Drive, 1AB (completion) top surfacing, Thornton Gap- 
Crescent Rock, R-75-1 (portion) 12 miles. This section was 
graded in 1932 


1 Projects and amounts included in the 1955 fiscal year budget estimates. 


$1, 599, 000 
607, 500 
722, 800 
2,929, 300 
225, 000 
398, 500 
"580, 400 
1309, 000 
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Projects to be undertaken with Bureau of Public Roads participation—Continued 


Name of area affected, location, and title of project 
Shenandoah National Park (Virginia)—Continued} 
Skyline Drive, 3B (completion) C, D, Big Flat Mountain to 
arman Gap, final top surfacing, 16.5 miles, R-75-1___-_-__- 
These-two projects will complete the paving of the Sky- 
— — The grading and base surfacing were completed 
in 


Cost of work to date including contract now in progress _ 

Cost of work in this program 

Cost of work remaining to be done (guardrail, 2 grade 
separation structures, and short piece of relocation) - 


= cost of Skyline Drive which is 96.75 miles 


Total for region 1 


Glacier National Park (Montana): Going-to-the-Sun, Route 10 
(portion) station 0+00 to 524+75, 9.93 miles. Paving from 
Logan Pass west, R—165—1 

Grand Teton National Park (Wyoming): Jackson Lake Road, 2C, 
from north boundary 11.6 miles southerly 

Paving to complete 11.6 miles that was graded and base 
surfaced in 1952 along east side Jackson Lake. 

Wind Cave National Park (South Dakota): North entrance road, 
route 2 from junction with west entrance road to north boundary, 
reconstruction 5.9 miles, R—13 

The South Dakota State Highway Department has im- 
proved the section on State Highway 87 contiguous to this 
road and the impact of increased traffic makes it necessary to 
reconstruct the park road to a higher standard. 

Yellowstone National Park (Wyoming): South approach road, 
Route 9, bituminous surfacing 7.0 miles from north boundary, 
Grand Teton, to south boundary, Yellowstone B-124-4 


Total for region 2 


Carlsbad Caverns National Park (New Mexico): Additional park- 
ing area at end of entrance road and reconstruction of portion of 
entrance road Route 1A, 0.5 mile, R-17-1. This is a Bureau of 
Public Roads project because it is a part of entrance road 

Grand Canyon National Park (Arizona): South approach road, 
Route 20, grading and base surfacing, 3.4 miles from south 

Thi€ will complete the grading and base surfacing on the 
13.1 miles of the approach road located within the national 
forest. Paving of 13.1 miles would complete the project. One 
piece of private land to be acquired by State or county. 

Mesa Verde National Park (Colorado): Park entrance road, Route 
1, section F, Prater-Morefield Canyon bypass of Knife Edge 
section 1.173 miles grading, bituminqus surfacing, including a 
tunnel 0.278 mile in length, R-7—5 

This improvement is based on the elimination of traffic 
hazards along the Knife Edge section of the entrance by relo- 
cation which includes tunnel construction. Slides have oc- 
curred on the Knife Edge for 20 years despite every remedial 
measure taken. Maintenance has been extremely. excessive 
The proposal provides for tunnel construction and grading the 
adjoining approach roads with material excavated from the 
tunnel (1.17 miles). Grading the remaining 1.95 miles of the 
relocation and paving the entire 3.12 miles of relocation will 
cost $534,300 and complete this project. 


Total for region 3 


1 Projects and amounts included in the 1955 fiscal year budget estimates. 


Amount 


$391, 200 


5, 617, 600 


700, 200 
890, 400 


1172, 500 


1 125, 000 


1 262, 500 


1, 009, 700 


1375, 000 
200, 000 
1125, 000 
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Projects to be undertaken with Bureau of Public Roads participation—Continued 


REGION 4 


Name of area affected, location, and title of project 
Crater Lake National Park (Oregon): 
Annie Springs Bridge and approach, R—18—7 
Goodby Creek Bridge and approaches, R—26-6 
There are detours at these sites which are dangerous and 
difficult to maintain. 
Mount Rainier National Park (Washington): 
Stevens et Highway, 4C, (portion) D, K, slope stabiliza- 
tion, R-70- 1 316, 300 
Stevens Cany ie Rd. Route 4, base and bituminous surfacing 
18.5 miles, R-116—2 562, 500 
Stevens Canyon Highway, Route 4, temporary bypass bridges 
(2), R-124 and R-125 


This work will permit the road to be opened to the public. 
Slope stabilization will be completed, the entire route will 
be base surfaced and two bypass bridges will be improved. 
The work remaining to be done ineludes tunnel lining and 
portals ($168,800), paving the entire route ($393,800) and 
replacement of two bridges ($231,300). 
Cost of work completed to date 3, 037, 000 
Cost of work under construction 591, 300 
Cost of work in this program 902, 600 
Cost of work remaining to be done 793, 900 


Total cost of road (18.5 miles) 


Olympic National Park (Washington): 
Heart of the Hills Rd., Route 1, see. C (portion) tunnels (2), 
viaduct and approach grading, station 467+ 69 to station 
479+49, R-56-5 
This proposal will complete the tunnel construction. 
Grading and base surfacing, 1D (portion), E, C (portion) 6.05 
This proposal will complete the grading and base sur- 
facing. 
Cost of work to date including contracts now in 
Cost of work in this program 1, 376, 000 
Cost of work remaining to be done, paving the entire 
500, 000 


Total cost of Heart of the Hills Road, 13.6 miles. 3, 123, 300 
Total for region 4 


Total program to be undertaken through cooperation with the 
Bureau of Public Roads (major projects) 7, 236, 100 


Program to be undertaken through the facilities of the Alaska Road Commission 


Name of area affected, location, and title of project Amount 
Glacier Bay National Monument (Alaska): Camatation of Gustavus- 
Bartlett Cove Road 1 37, 400 
Mount McKinley National Park (Alaska): 
Park road, bridges, and other improvements , 
Park road, bridges, and other improvements 112, 600 


Total Alaska Road Commission roads 


1 Projects and amounts included in the 1955 fiseal year budget estimates. 
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Projects to be undertaken entirely through the facilities of the National Park Service 


REGION 1 


Name of area affected, location, and title of project 

Appomattox Courthouse National Monument (Virginia): 

Wh ee road and service court area, grade and surfacing, 
New work: This area needs a centrally located service 

court for maintenance equipment and storage. 

Everglades National Park (Florida): 
arking area extension, walks, and incidental development 

Great Smoky Mountains National Park (North Carolina and 

Tennessee): 
Grading and surfacing Loop Rd., south side and new location 
Cades Cove, R-63-4 (Tennessee) 
Maintenance trail, Clingmans Dome Rd. to pump on Forney 
Creek, grade, surface, R—-144—2 (North Carolina) __________ 
Reconstruction: The existing trail is a very steep man- 
way over which it is very difficult to transport supplies. 
The pumping station supplies water to Forney Ridge 
parking area. 

Roads and parking spurs (portion) campground sec. B, Cades 
Cove C. 6, grade and surface, R-19-6 (Tennessee) ________- 
Stage construction: Camping facilities required to avoid 
dual use of picnic area constructed in 1953. Visitation 

has increased in past 2 years. 

Hopewell Village National Historic Site (Pennsylvania): 

Entrance road and parking area, grade, es and surfacing, 
Completion: To eliminate the hazardous parking situa- 

tion now existing. 

Mammoth Cave National Park (Kentucky): 

New cave entrance road (complete) ; reconstruct and 50 percent 

Morristown National Historical Park (New Jersey): 

Parking area, rear of historical museum; grade, base and 
Reconstruction: Existing parking facilities are inade- 
quate, necessitating parking on roads thereby creating a 
traffic hazard. Additional parking facilities will relieve this 
situation. 


REGION 2 


Glacier National Park (Montana): 
Replacement of Polebridge Bridge______._............------ 
Grand Teton (Wyoming): 
Roads and parking areas, Jackson Lake Lodge and in camp- 
grounds, trailer camp, and cabin camp at Colter Bay -_- ~~~ 
Cabin area walks, Jackson Lake Lodge, grade and surfacing, 
Stage construction: There are no walks in the area. 
Access to cabins is therefore confined to the roads plus in- 
discriminate circulation throughout the area. 
Jackson Lake Lodge parking area, fine grading, topsoiling, and 
Stage construction: Excavation from the hotel site was 
used to grade the cabin area. This grading plus road con- 
struction destroyed vegetation and trees. The area should 
be returned to park-like standards. 


1 Projects and amounts included in the 1955 fiscal year budget estimates. 


Amount 
$15, 000 


194, 400 


1132, 100 


9, 400 


81, 600 


12, 900 


348, 300 


1 28, 900 


1 325, 000 
65, 200 


12, 500 


|| 
11, 100 
1, 800 
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Projects to be undertaken entirely through the facilities of the National Park 


Service—Continued 
REGION 2—continued 


Name of area affected, location, and title of project 
Grand Teton (Wyoming)—Continued 
Road and trail construction, Colter Bay area, parking area, 
Jackson Lake Lodge, grade, surfacing and log curbing, R-36- 
Stage construction: To complete circulation to camp- 
ground and lake front to permit the flow of traffic over the 
camp loop. Surfacing and log curbing are included to 
realize full use and protection of the area. 
Yellowstone National Park (Wyoming): 
Walks in thermal areas 


Total for region 2 


REGION 3 


Arches National Monument (Utah): 
Delicate Arch Trail, Route 3, R-23-3_- 
Bandelier National Monument (New Mexico): 
Foot bridges, campground and trail to ceremonial cave R—17—1_ 
Big Bend National Park (Texas): 
Improvement, Santa Elena Canyon Rd., Route 3, R—41_- Jf 
Campground roads, K—Bar, Route 2 to K—Bar R-—49 (portion) - 
Realinement Todd Hill to Burro Mesa, Route 3, grade and 
surface, R-53-1 (completion) 

Reconstruction: C omplete asphalt surface in remaining 
unimproved section between west boundary and Persim- 
mon Gap entrance. 

Coronado National Memorial (Arizona): 
Entrance road and parking area, grading and surfacing 1.25 
miles of roadway and 2.0 miles of trail 

There are no existing facilities to serve the public such as 
parking for visitors and trail access to comfort station. 

Grand Canyon National Park (Arizona): 
North Rim campground roads, Route 14, North Rim, R-43-3__ 
Wupatki National Monument (Arizona): 
Wupatki-Sunset Crater Rd., betterment, Route 1, R-14 
Wupatki-Sunset Crater Rd., betterment, grade and surface 
R-14-1 (completion) 

Reconstruction: Loose cindaes, dust and wind make 

the existing road virtually impassable in dry weather. 


Total for region 3 


REGION 4 


Hawaii National Park (Territory of Hawaii): 
Kilauea, utility area roads, grade and surface, R—26—2 
Stage construction: The ranger workshop and 
repair shop-equipment-storage building were recently 
completed. Additional roadways and parking space are 
needed in connection with these facilities. 
Haleakala campground road, grading and surfacing, R-41_ - -- 
New work: This road is an essential part of the camp- 
ground development proposed for accomplishment this 
fiscal year. 
Lassen Volcanic National Park (California) : 
Reconstruction of parking area No. 1, Manzanita Lake, R—60__ 
Reconstruction: The steady growth in travel to the park 
has resulted in the original parking area being outgrown. 
This reconstruction project will result in a better arrange- 
ment and greater capacity. 


! Projects and amounts included in the 1955 fiscal year budget estimates. 


Amount 


$145, 300 


12, 400 


|| 
112, 500 
1 5, 800 
11, 800 
| 1 62, 500 
1 16, 200 
62, 500 
56, 000 
1 21, 800 
172, 000 
120, 000 
---- - - - - 418, 600 
4, 000 
5, 600 
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Projects to be undertaken entirely through the facilities of the National Park 
Service—Continued 


REGION 4—continued 


Name of area affected, location, and title of project 
Mount Rainier Nationa] Park (Washington): Amount 
Replacement of Kautz Creek Bridge, Route 1A, R-29________ $29, 400 
Reconstruction: Present log structure was built in 1947 
and has become unsafe and very costly to maintain. It is 
located on the principal road in the park and carries a large 
amount of traffic. 
Sequoia-King National Park (California) : 
Reconstruction of Wolverton Rd., R-93__._-------.--------- 1 106, 300 
Wolverton Rd. improvement, grade and surface, R-93-1-_--_- 92, 509 
Reconstruction: The present road from Sherman Tree to 
Wolverton area is steep and narrow in combination with 
extremely sharp curvature. It is especially unsuitable for 
winter travel. 
Entrance road, store and cabin area, Cedar Grove, grading and 
It has been decided that the best location for water and 
sewer lines in this area, is within the prism of the proposed 
entrance road. Grading of the road and installation of the 
utility lines in 1 operation will be more efficient and eco- 
nomical than doing the 2 projects separately. 
Yosemite National Park (California) : 


New village roads and — (completion), R—162-1-__- 1 56, 300 
Construction roads, etc., New Yosemite Lodge (portion) R-154- 1 58, 200 


NATIONAL CAPITAL PARKS 


East Potomac Park (District of Columbia): 
Submaintenance unit, access road and parking grade and sur- 
This is a new group of maintenance buildings that was 
completed February 1954. Needs access road from 
Buckey Dr. to make it orerational. Paving within the 


Reconstruct Beach Dr., Broad Branch Rd. to Military Rd_--- 1 181, 200 


This present culvert was built many years ago and does 
not handle the increase runoff resulting from paved streets 
and real-estate development installed since the culvert 
was built. The intersection which floods, involves Military 
Rd. and Beach Dr., both heavily traveled park roads. 
West Potomac Park (District of Columbia): 
Resurface inlet bridge, R-106___.---_---.----------------- 5, 000 
Seepage of water through the deck is excessive, causing 
serious corrosion of the structural steel. 
Prince William Forest Park (Virginia) : 


Surface main entrance 1 25, 000 
Total, National Capital Parks_..._...........-.--------- 327, 500 

Total, projects to be accomplished through facilities of National 


! Projects and amounts included in the 1955 fiscal year budget estimates. 
2 $150,000 of this amount included in the 1955 fiscal year budget estimates. 


|| 
area is needed to accommodate heavy equipment. 
Rock Creek Park (District of Columbia): 
Rock Park (District of Columbia): 
Beach Dr., Culvert at Military R and surfacing, 
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Lanp AcQUISITION 


Mr. Jensen. What about this item of $500,000? 

Mr. Wirrn. For land? 

Mr. Jensen. For land acquisition. You say if we do not appro- 
priate it, you will not get the $500,000 contribution. Are there 
any strings on that $500,000 contribution? 

Mr. Wirrn. No. 

Mr. Jensen. No strings whatsoever? 

Mr. Wirt. No; only the matching principle. 

Mr. Jensen. I know that. 

Mr. Wirtu. There are no strings on it whatsoever. 


LAND CONDEMNATION 


Mr. JenseEN. Are you going to ask to be permitted to go in and 
condemn private property without the consent of the private owner? 

Mr. Wirrn. That has not been raised. There are two or three 
instances 

Mr. Jensen. I may say that so far as I am concerned if we allow 
the $500,000, I am going to insist that we put language in this item, 
as we do in the regular appropriation, that the National Park Service 
shall not condemn private property without the consent of the owner. 

Mr. Wrrrn. Mr. Chairman, may | address a few remarks to that 
particular point? 

Mr. JENSEN. Yes. 

Mr. Wrrru. I wish there was some way to liberalize that because 
we have several places where we are going to have to condemn. One 
example is in Yosemite National Park where they have developed 
a subdivision of several thousand lots, and where speculation has been 
conducted from time to time. This one subdivision containing some 
15 houses, is divided into 25-by 100-foot-deep lots, where every once 
in awhile a speculator comes into Yosemite and puts on a drive to 
sell lots. 

Now, we cannot buy that property without condemnation. There 
is about $100,000 worth of property in this block that should not 
be privately owned, and yet we cannot secure it without condemnation 
proceedings. 

Mr. JenseN. I understand all that, but it just does not square 
with our American way of doing things, and if we permit the Park 
Service to carry on condemnation proceedings, we are simply setting 
a precedent for every other agency of the Government, and other 
agencies of the Government will want to do the same thing, and they 
will simply say to us that we let the Park Service do it. I know we 
do condemn property, land, for rights-of-way. 

Mr. Yes. 

Mr. Jensen. And things of that kind. But after all, the fellow 
that buys the land has a perfect right to go in there and there is no 
reason to keep him from keeping it. 

Mr. Wrrru. I wish there were some way to get it without con- 
demning it. 

Mr. JENSEN. I realize it is a headache. 

Mr. Wirru. There is no other way to get it. 


\ 
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Mr. Jensen. You know what Alexander Hamilton said to Benjamin 
Franklin, after they had written the Constitution and signed it up; 
Alexander Hamilton said, ‘What kind of a Government do you think 
we have established here?” to which Franklin replied, “A republic, if 
we can keep it.” 

Now, when you start hacking away at the foundations of the rights 
of private individuals in this country, in this manner, it is not going 
to be very long, I am afraid, until there will be hacking at the whole 
foundation, and it might be hacked out from under us. I cannot go 
along with it. I know the headache you have, but there are a lot of 
headaches. 

Mr. Wrrrn. As far as the headaches are concerned, I would take 
the headaches with it, if there were any way to go about getting the 
propery. If the headache were the solution to the program, I would 

e glad to have the headache, but what we are doing is to try to secure 
the property in the parks that have been set up by the Congress. The 
Park Service has not done very much condemnation work. We are 
working on a condemnation case now at Cape Hatteras; the money 
was donated by the State and by private capital, and for the same 
reason that I am talking about here, that there was no way of getting 
title. We cannot get good title for this property, for some of this 
property; in some instances, it was occupied by squatters or the 
records were bad and the only way we could get the land is to get 
the court to give us title. 

If there were some means, whereby we could do it, we would be glad 
to submit to the committee every piece of property that we propose 
to condemn. And, as I say, we do not condemn any property except 
where the property is within the park boundaries as established by 
the Congress, res 4 where the Congress has determined that these . 
places are of national importance and the parks should be established. 

Mr. Jensen. We are going to write restrictive language in this 
bill, if we approve the $500,000, and I think that something like this 
will be necessary, that you take up with this committee each one of 
the specific conditions and problems that you have, so far as private 
land or areas are concerned, and tell us the whole story about it. 

Mr. Wirru. I will be very glad to do that. 

Mr. Jensen. And then let the Congress decide, this committee or 
the legislative committee, decide what to do. 

Mr. Wirt. I will be only too glad to submit all of them. 

Mr. Fenton. You have condemned land in Philadelphia. 

Mr. Wirtrn. We have condemned in Philadelphia, and we could 
not have gotten property otherwise. We would never have bought it. 

Mr. Jensen. We are going to put restrictions in to the effect that 
unless it is cleared by the House Interior Subcommittee, the appropri- 
ation provided cannot be used to purchase any property through con- 
demnation proceedings, when there is objection by the owner. 

Mr. Wirt. We will be only too glad to submit the names of each 
one of them to you, Mr. Chairman. 

As Dr. Fenton said, we have secured propery in Philadelphia, and 
all the people are satisfied because it has gone through the courts; the 
price is established, and everybody is satisfied. 

Mr. Jensen. Very well, thank you gentlemen. 
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WITNESSES 


HON. WESLEY A. D’EWART, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF MONTANA 

HON. LEE METCALF, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF MONTANA 

W. A. ROSSITER, REPRESENTING THE HELENA VALLEY WATER 
USERS 

E. W. RISING, REPRESENTING THE STATE WATER CONSERVATION 
BOARD OF MONTANA 

FRED MARTIN, REPRESENTING THE GOVERNOR OF MONTANA 


Mr. JenseN. We have with us this morning Members of Congress 
and friends who are here to testify in the interest of the Helena 
Valley project. Who is first on the list? 

Mr. D’Ewarr. I will lead off, if you wish. 

Mr. JENSEN. All right, Mr. D’Ewart. 

Mr. D’Ewarr. I appear here, Mr. Chairman, on behalf of the 
Helena Valley unit, and to have an item included in the supplemental 
appropriation bill. I want to express the appreciation of this group 
for your taking up the supplementals and especially for your giving 
us an opportunity to appear here this morning. 

Some time ago some thought was given by members of the policy 
committee to the starting of half a dozen or such a matter of small 
projects in the West, irrigation projects. We went to the Bureau of 
the Budget and told them our story and as a result they sent up a 
communication proposing a supplemental appropriation for the De- 

artment of the Interior which includes an item of $250,000 for the 
elena Valley unit. 

This is one of the old irrigation projects in Montana out of Helena 
below Canyon Ferry. This project will irrigate some 7,775 acres of 
new land, 5,233 acres of old project land now served by an old pumping 
system, a total of 13,008 acres, and also furnish a supplemental water 
supply to 4,623 acres, so that the total acreage affected will run above 
17,000 acres. 

As I say, this is an old project. It was begun in the gold-mining 
days. Following that a pumping system was installed that irrigated 
a large tract in the Helena Valley. The consequence is that we have 
an economy all developed in this valley—homes, schools, roads, and 
a distribution system all laid out in the old area. 

The pumping system has worn out. The project is in distress, and 
not much has been done about it because it was felt that when we came 
to reorganize this project it should be done by taking water out of 
Canyon Ferry Reservoir, and this is really a part of the Canyon Ferry 
project. Now the Canyon Ferry Reservoir is completed and the 
reservoir, I understand, will be filled this year. These people ask 
that we go forward with the plans for taking water out of this reser- 
voir, lifting it to a short tunnel in a hill above and delivering it by 
gravity. It will take a pumping lift to get the water into the tunnel 
so it. will cover the entire valley. 
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In the budget message sent up by the President there is a proviso 
recommended by the Bureau of the Budget. Part of that proviso the 
water users can live up to and part of it is not possible for them to 
live up to. I talked to Mr. Dodge about that and he felt there should 
be some kind of proviso in regard to the use and repayments toward 
construction of this system. hen I was in Helena a short while ago 
I met with the State water conservation board and some of the irri- 
gators and we asked them to do two things: First, to examine that 

roviso and give us their thinking; and second, to assure us that the 
ocal people wanted the project. 

Mr. Rossiter is here following a large meeting in the Helena area to 
assure you they want that project, and we are asking that this proviso 
be revised in part so that it will read: 

That no part of this appropriation shall be used to initiate construction of the 


Helena Valley unit, Montana, until execution of a contract requiring repay- 
ments— 


delete the rest and add: 
by the water users as recommended by the Bureau of Reclamation. 


We feel very strongly that this project is necessary to the economy 
of that area. The people will show you later in this hearing that they 
are very desirous of having the project and we think it is one of the 
small projects that might be well included as a start in this supple- 
mental appropriation. 

Mr. Jensen. Thank you. I might say, Mr. D’Ewart, that Mr. 
Dexheimer and the regional director of your region, Mr. Clinton, 
appeared before the committee yesterday and went quite into detail 
with the committee about this supplemental request for this project. 
We are glad to have the information you have given us. They 
testified that there was no opposition to this project. 

Mr. D’Ewart. I think that is true. Mr. Rossiter is here to bring 
the word from the people who need the water. 

Mr. Rossiter, We feel that is right. You cannot always get 100 
percent approval. 

Mr. JensEN. But generally speaking? 

Mr. Rossiter. Generally speaking we are assured there is no 
opposition. 

r. JEvsEN. Who is the next witness? 

Mr. D’Ewarr. Mr. Fred Martin, speaking for the Governor. 

Mr. Jensen. Mr. Martin, the committee will be glad to hear you. 

Mr. Martin. First I would like to convey Governor Aronson’s re- 
gret that he could not be here. He is in Washington at the command 
of the President and is in session at the Governors’ Conference with 
the President. He asked me to say to the committee that he re- 
gretted very much he could not be present. He is convinced this 

roject is sound because the State water conservation board, of which 
he is chairman, went into the thing primarily at a time it seemed there 
was no agreement anywhere, and as a result of their work and their 
efforts they feel there is a unanimity of opinion with regard to the 
water users, and recently there has been a great deal of interest on the 
part of the city of Helena, which has had trouble getting a water sup- 
ply, and this may be the answer. 

For those reasons the Governor and the State water conservation 
board should like to have this extensive survey completed and plans 
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made with a view of bolstering the economy of the Helena Valley 
and as an addition to the Canyon Ferry unit. 

I think others present are far more competent than I to speak 
further on this subject. 

Mr. JensEN. Thank you, Mr. Martin. Who is next? 

Mr. D’Ewarrt. My colleague, Mr. Metcalf, is here. 

Mr. JenseN. We will be glad to hear from you, Mr. Metcalf. 

Mr. Merca.r. Mr. Rossiter comes from my home town, Helena, 
Mont., and is thoroughly conversant with the needs for this project. 
I have recently spent the Easter recess in and around Helena and have 
talked with many of the people of the Helena Valley with respect to 
this project, and I am convinced that both the farmers and business- 
men of the area are wholeheartedly in favor of this project. 

The Missouri River Basin project authorized by Congress in 1944 
included construction of Canyon Ferry Dam and Reservoir in Montana 
and irrigation from that reservoir of the valley lands in the vicinity 
of Helena. 

Canyon Ferry Reservoir is storing floodwaters and producing 
power. We are now ready to build the facilities which will bring a 
full water supply to 13,000 acres and furnish supplemental water to 
4,600 acres more. 

In addition, the city of Helena has shown an interest in tapping 
the unit’s regulating reservoir to supplement the city water supply. 

The State water conservation board endorses the development 
plan proposed by the Bureau of Reclamation last month. So do 
Senator Murray, Senator Mansfield, and I. We hope this committee 
approves appropriation of $250,000 for completion of design data for 
the pumping plant and advancement of preconstruction work on the 
a regulating dam, and reservoir, and a part of the canals and 
aterals. 

Mr. JensEN. Thank you very much, Mr. Metcalf. 

Mr. D’Ewarrt. We would like to have Mr. Rossiter recognized 
next. 

Mr. JENSEN. Very well, Mr. Rossiter. 

Mr. Rossirer. Mr. Chairman and members of the committee, 
I appreciate the opportunity of being able to appear before you and 
give you the benefit of any knowledge that I may have in connection 
with the proposed Helena Valley irrigation unit of the Missouri River 
Basin project and to assist you, we hope, in coming to a favorable 
decision in regard to the request for funds to initiate the final plans 
and prepare the unit for construction. 

I might say at the outset that irrigation has been practiced in Helena 
Valley ever since the gold-rush days of the early 1860's. Of course, 
even though the main thing practiced at that time was to find gold, the 
people still had to eat and a number of persons who were disappointed 
in their quest for gold settled in the valley and began producing food 
for the nearby mining camps. There were several streams of water 
coming into the valley and, of course, settlement was made along these 
streams. As more people took to farming a legal dispute arose among 
the settlers over water rights. In fact, | think there has been more 
litigation in the West over water rights on natural streams than any 
other type of litigation, and it still continues, it being necessary for the 
courts to adjudicate stream rights ever so often even where they 
think they have been fully taken care of by prior decisions. This 
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comes about, of course, because of the fact that rainfall during the 
summer months, particularly July and August, in our part of the coun- 
try is very light and as a result the streams get low and in a lot of 
instances dry up. 

In about 1912, the Montana Power Co. began developing sites for 
storage of water for power purposes and in order to establish rights to 
waters of the Missouri River and to give them more of a title to the 
waters, they formed a subsidiary known as the Montana Reservoir « 
Irrigation Co. and laid out canals and laterals for the irrigation of 
approximately 10,000 acres of land in Helena Valley. At the time 
this company was formed, they entered into a contract with various 
landowners to furnish water to the lands within the area served by 
their canals for a period of 30 years and at a price of $1.75 per acre-foot 
of water. They operated this plant for a period of 30 years, and as 
they approached the end of this period they had concluded that they 
ee ¢ no desire to further engage in the irrigation business as it was a 
field in which they were not interested and as it was the only operation 
of its kind they had, and, of course, as they reached this period, 
gradually they let the maintenance of their plants, canals, and laterals 
deteriorate. 

This agreement with the power company expired in 1942. About 
1940 they had advised the farmers that they were going to discontinue 

umping. This, of course, was a disastrous blow to the farmers and 

amilies in the valley, but inasmuch as war came on in 1942 the power 
company, without too much persuasion, agreed to continue operation of 
the plants during the period of war inasmuch as it was impossible for 
the farmers under the stress of those times to work out any other plan, 
but they advised the farmers at that time that as soon as the war 
emergency was over they were going to discontinue the operation of the 
plants, and under this temporary arrangement the Montana Power 
Co. did continue to operate these pumping plants until 1945, but made 
no attempt to rehabilitate the plants and keep them maintained in a 
condition which it normally would have maintained them if they were 
going to continue operation, so that in 1945 the pipelines and canals 
were in a very rundown condition. 

Of course, during the period between 1942 and 1945 the farmers of 
the valley were frantically endeavoring to find some method to con- 
tinue the operation of these pumping plants so that their livelihood 
and investments would not be wiped out, when, like a gift from 
Heaven, the Missouri River Basin project came to life, having been 
authorized in the Flood Control Act of 1944. After the passage of 
this act, the Bureau of Reclamation and the Army engineers began to 
make their surveys of the Missouri River, and one of the first projects 
that received their attention was the Canyon Ferry Dam unit. Meet- 
ings were held throughout the territory adjacent to Canyon Ferry, 
and I well remember attending a meeting held by Mr. Sloan in Helena 
Valley where it was outlined that they had in mind irrigating some 
35,000 acres in Helena Valley. This, of course, appeared to be a very 
ambitious program but it did hearten and give a new lease on life to 
the farmers in Helena Valley. They were led to believe, and did be- 
lieve, that there was no question but what irrigation would be provided 
as a part of the Canyon Ferry unit to Helena Valley and that, while 
it would be some time in coming, the ultimate delivery of water from 
Canyon Ferry Reservoir to Helena Valley was one of the major under- 
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takings and benefits to be derived from construction of the Canyon 
Ferry Dam. 

ith this information at hand, the farmers were led to believe that- 
if they could keep the present system in operation, in the not too dis- 
tant future Canyon Ferry Dam would be constructed and their irriga- 
tion problems solved. The farmers then prevailed upon the Montana 
Power Co. to turn the irrigation system over to the Montana State 
Water Conservation Board and, in turn, the farmers entered into a 
contract to pay the actual cost of operating the system to the said 
board, and, commencing in the spring of 1945 and continuing up to 
the present time, these pumping plants have been operated by the 
State water conservation board. Considerable trouble has been 
encountered in the operation of these plants due to their physical con- 
dition and it has been necessary to replace part of the pipeline and to be 
continually repairing the pipeline coupled with interruption in the 
flow of water during summer by reason of blowouts shutting the plants 
down. The State water conservation board has endeavored to and 
have cooperated with the farmers very well, but, of course, because of 
the limited funds and the overall situation as to Helena Valley, they 
have not had the funds to entirely rehabilitate the plants so that their 
efficiency is not what it should have been to deliver water to the 
various lands and keep the system up. 

Because of the high lift that we have under the present system of 
pumping water out of Lake Helena into canals up on the high benches, 
the power cost is extremely heavy and is, of course, one of the biggest 
burdens that the farmers have had to bear. Because of this power 
cost, the cost of water to the farmers has run between $5.25 to $6 per 
acre per year, and this covers only the actual power and operation, 
maintenance and repairs that are absolutely necessary. It provides 
nothing for expansion, provides no amortization for pumps and motors 
that wear out or rehabilitation of canals. In fact, the project has been 
on nothing but a hand-to-mouth existence over the years. 

In 1948, Canyon Ferry Dam was actually let out to contract and 
the construction work started. We were able to see pictures and 
designs of the dam and when an outlet was provided in the face of the 
dam to supply turbine pumps which would furnish their own power 
for lifting the water from the dam to the portal of a tunnel in the hill 
above, the fears of the farmers of Helena Valley were allayed and there 
was assumption by everyone after that that water would be furnished 
in due course, and because of the fact that turbine pumps were to be 
used, we could see that the power cost would be alleviated and we 
felt that the cost to the farmers of water under these circumstances 
would be within reason. 

The Bureau of Reclamation set up its offices and made plans for 
the proposed irrigation district coincident with the construction of 
the dam and has continued work on various proposals in an endeavor 
to arrive at the most feasible and economical plan for providing water 
and has proposed a system of irrigation for Helena Valley which will 
supply full irrigation for nearly 8,000 acres of new land plus 5,000 
acres now irrigated under the present facilities and in addition will 
furnish supplemental water for approximately 4,600 acres now having 
water rights on natural streams and which during the past several 
years have been getting by, by reason of increased moisture but 
which lands in any year which is at all dry need and can use additional 
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water in the months of July and August. There have been a number 
of meetings held and discussions have been had on the Bureau’s 
lan and the general agreement is that it is entirely feasible and proper 
or Helena Valley and appears to be the only longtime solution to 
the irrigation problems of Helena Valley, as the present system 
deteriorates year by year and it inadequately serves the valley so 
that the number of acres irrigated grow smaller year by year. 

The organization of an irrigation district involves considerable 
expense and work and for that reason we have hesitated to proceed 
with this measure until we have had some assurance that the project 
will be constructed but we have done enough work to make us con- 
fident that an irrigation district can and will be formed without too 
much difficulty. We, therefore, feel that if your committee recom- 
mends and Congress approves an appropriation of $250,000 for the 
fiscal year 1955 to permit the Bureau of Reclamation to prepare 
designs and specifications, construction can be initiated in the fiscal 
year 1956 and we will proceed immediately and diligently to pursue 
the organization of an irrigation district. 

We have given considerable thought to determining what amount 
per acre can be paid by the farmers in Helena Valley on the repay- 
ment of the cost of the project in an honest effort to stand on our own 
feet as much as possible and the considered opinion is that the land 
could stand $2.25 per acre construction charge for the land receiving 
a full supply of water and, further, that the district would assume 
full cost of operation and maintenance. We would also propose to 
return the Government at least $1 per acre-foot for supplemental 
water sold to purchasers not encompassed in the irrigation district. 
These amounts, together with annual operation and maintenance costs, 
practically equal our full payment capacity and we feel our willingness 
to sign up on this basis demonstrates our good faith in this project. 
We have made some investigation into the repayment obligations of 
other districts of this type and we feel that our proposal is in line with 
the obligations assumed by a great number of districts put under 
irrigation in recent years. 

Since the approval of the final plan by the Bureau of Reclamation 
for this unit, the city of Helena has evidenced an interest in receiving 
a supplemental water supply for the city from the regulating reservoir 
for this unit and we have inquired and have been advised that with 
minor modification there could be furnished a sure source of municipal 
water for the city of Helena. The municipal water supply for this 
city, which has come from the reservoirs in the surrounding moun- 
tains, has been a continual source of concern to the officers of the 
town and while they have at the present time, at considerable expense, 
obtained what they feel is an adequate water supply, a drought of any 
proportion or any appreciable increase in population in this city could 
very easily strain their present system to a dangerous point. The 
city has now requested the Bureau of Reclamation to prepare plans 
and cost estimates as soon as possible of the various alternative pos- 
sibilities of obtaining water from the proposed irrigation system, 
looking to their participating in this project. The city’s financial 
contribution toward the repayment of unit cost could improve the 
repayment possibilities and picture of this proposed project consider- 
ably. We have every reason to believe that the city will come under 
this project. 
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We feel that this irrigation project will give a stable economy to 
Helena Valley and also to the city of Helena; that it would increase 
and make possible homes for approximately twice as many families 
as are there at the present time and that this unit will entirely justify 
itself. 

Mr. Chairman, I thank you for the time allotted to me in bringing 
this matter before you and for your courteous consideration of it. 

If there are any questions I shall be happy to elaborate. 

Mr. Jensen. Thank vou, Mr. Rossiter. 


CITY WATER SUPPLY AT HELENA 


Mr. Buper. Mr. Chairman, | am rather curious as to why the 
Bureau of Reclamation, both in its written justifications and its oral 
presentation, made no mention of the city water supply of the city 
of Helena. The allocation here is entirely for irrigation except 
$6,000 allocated for recreation. Do you have any knowledge of that? 

Mr. Rossiter. The city just about six weeks ago made their formal 
request by letter to the Bureau of Reclamation and asked the Bureau 
to make an investigation as to the cost to them and give them a plan 
of how the water could be taken into the city. 1 do not think that it 
had reached the point as yet, as far as the Bureau is concerned, where 
the Bureau could say that the city would become a water user. The 
city has made no commitments that it would take water. The city 
has asked that preliminary surveys be made for that purpose. 

Mr. Bupee. I am sorry the Bureau did not mention the city water 
when they appeared before the committee yesterday, because I think 
that is something the committee would want more information con- 
cerning. 

INCREASED ESTIMATE 


I have a couple other questions. Do any of you gentlemen have 
any explanation as to why the original estimated cost of this project 
has gone up from $1,896,000 to the present estimated cost of 
$11,988,000? The Bureau said it encompassed approximately the 
same acreage involved in the original proposal. 

Mr. Rossirrer. No, I do not know exactly. The cost of everything, 
of course, has gone up. 

Mr. Bupar. Not 800 percent, though. 

Mr. JENSEN. Mr. Rising, did you want to answer that? 

Mr. D’Ewart. This is Mr. E. W. Rising, representing the State 
Water Conservation Board of Montana. 

Mr. Risinc. The explanation is about as follows: 

Under the concept of Mr. Sloan, power was not as valuable back 
in 1944 as it is today, and I believe he had in mind the use of power at 
Helena somewhat on the same order that you use power to pump at 
Grand Coulee Dam, in the order of half a mill cost. It was not plan- 
ned to build a tunnel and take water out of the dam. It was planned 
to take water out of Lake Helena or out of the reservoir, lift it 300 
feet or so by pumping with practically no power charge. A consider- 
able portion of the additional cost of the project now is for the tunnel 
and a transmission canal. 

Mr. Bupae. There is $3.5 million for that. 
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Mr. Ristne. Yes. Also, I am confident Mr. Sloan thought more 
of the distribution system could be used than late surveys indicate 
possible. Practically a new distribution system will have to be con- 
structed, and then we have the increase in cost of from 2% to 3 times 
what the costs were in 1944. That is about as definite an explanation 
as I can give you, Mr. Chairman. 

Mr. Buper. One further question. As I understood the Bureau 
presentation, the total cost per acre is $670, of which the water users 
are to pay $102 in 40 years plus the 10-year development period. 
What would be the nature of the contract with the water users with 
relation to the termination of the payments to be made by the water 
users? 

Mr. Rossrrrer. Did you say termination or determination? 

Mr. Buper. Termination. Would the payments terminate at the 
end of the 40-year period plus the 10-year development period? 

Mr. Rossirer. No. It contemplates there would be two 40-year 
periods for repayment so that of course the total cost returned at the 
end becomes much greater than it appears. Repayments would not 
end at the end of 40 years, but would go on, so that the total repay- 
ment over the whole contemplated period is much higher than for the 
first period of 40 years. 

Mr. Bupes. Mr. Chairman, I would like to request that the chair- 
man ask the Bureau of Reclamation to submit a statement to the 
committee with relation to the municipal water features of this project, 
together with any additional cost it contemplates as a result thereof, 
and also that the Bureau furnish the committee a statement as to the 
type of contract it intends to enter into. 

Mr. Jensen. All right. Our secretary will make that request of 
the Bureau of Reclamation. 

Mr. Kirwan. I join in what Mr. Budge requested. I do not see 
why this thing should be up six times the original estimated cost. I 
join in the statement Mr. Budge made. 

Mr. Jensen. I agree. The committee needs that information and 
I am sure the Bureau will furnish it. We only hope they can make 
a good clear explanation to justify this project. 

Anything else, gentlemen? 

Mr. D’Ewarr. Mr. Rising has a statement. 


CONDITIONS IN THE HELENA AREA 


Mr. Ristnc. Mr. Chairman, my name is E. W. Rising. I am the 
representative of the State Water Conservation Board of Montana. 

In the 1930’s depression and drought hit Montana at the same 
time. We were not prepared for either. Hosts of Montana citizens 
were compelled to sacrifice their lands, their livestock, and even their 
household effects and migrate to other areas in the hope of making 
a fresh start. We had failed as a State to conserve the precious 
water than ran to waste in our streams. Widespread unemployment 
resulted and the application of available labor to build projects of 
a regenerative nature was needed to rehabilitate our State and its 
people. 

A construction agency, the State Water Conservation Board, was. 
created in 1934 with power to carry on such a program. Since then 
each successive legislature has provided funds to carry on this program,. 
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which is necessarily a small-projects program. However, during the 
20 years the State Water Conservation Board has constructed or 
rehabilitated 173 water-corservation projects. The Board’s projects 
store water to the extent of 410,705 acre-feet, and 218,972 acre-feet 
of water can be furnished by direct diversion of streamflow, making a 
total of 629,677 acre-feet available from the projects. Water supply 
for new lands under the projects is made available to 133,294 acres and 
252,920 acres can be served with a supplemental supply. 

The cost of these projects constructed from 1934 to 1952 to the State 
was $10,059,934. Since then additional construction in the amount of 
approximately $1 million has been undertaken. Montana plans to 
make biennial appropriations to continue this type of program. We 
must have, in addition, Federal funds for a few larger projects like 
the Helena Valley unit. 

I also have, Mr. Chairman, a statement of a page and a half which, 
on account of the time limit, I should like to submit for the record. 

Mr. Jensen. Without objection it will be made a part of the record. 

(The statement referred to is as follows:) 


Mr. Chairman, the need for an adequate irrigation system to serve an area of 
more than 17,000 acres near Helena, the capital of Montana, was foreseen many 
years ago. The State water conservation board of Montana in the early forties 
entered into a cooperative agreement with the Bureau of Reclamation to make a 
complete study of the upper Missouri River and its tributaries for the purpose of 
providing a plan for the conservation and use of available water for development of 
irrigation, power, and other purposes. 

In December 1944, Congress authorized the Missouri River Basin project, 
which included the construction of Canyon Ferry Reservoir, about 20 miles from 
Helena. One of the purposes of Canyon Ferry Reservoir was the storing of water 
to irrigate the valley lands in the vicinity of Helena. 

Canyon Ferry Keservoir has been constructed and is storing floodwaters and 
producing power. We are therefore ready for the next logical step, the construc- 
tion of facilities to provide irrigation for Helena Valley co-s'sting of turbine 
pumps, transmission tunnel, canal, regulating reservoir and distribution system 
which will provide irrigation as follows: 


Furnish a full irrigation supply to 7,775 acres of dry land 

Furnish a full irrigation supply to 5,233 acres now served by a rapidly deteriorat- 
ing pump system 

Total acres to receive full water supply, 13,008 

Also will furnish a supplemental supply to 4,623 acres now receiving a partial 
supvly from Prickly Pear and Tenmile Creeks 

Grand total, 17,631 acres. 


The Bureau of Reclamation witnesses who appeared before the committee 
yesterday undoubtedly fully explained the plan for storing and supplying irrigation 
to the 17,631 acres in the Helena Vallev unit of the Missouri River Basin project. 
We will, therefore, only call the committee’s attention to the map in the definite 
plan report of the Bureau of Reclamation, which outlines, in our opinion, a very 
satisfactory plan for development of the Helena Valley unit. 

Helena Valley lands are suitable for irrigation which is urgently needed to 
assure the production of general farm crops, including hay and grain for wintering 
livestock and supplying vegetables for the growing population engaged in mining 
and other industries in the Helena area. 

The State water conservation board fully endorses the plan proposed in the 
Helena Valley unit definite plan report of the Bureau of Reclamation approved 
March 23, 1954. We, therefore, urge the committee to recommend the appro- 
priation of $250,000 to enable the Bureau of Reclamation to complete plans and 
specifications and negotiate repayment contracts with the Helena Valley water 
users. 

Mr. Chairman, I thank you for time to make tliis statement. 


Mr. Ristna. I also asked the Bureau of Reclamation to prepare 
a chart to show the members of this committee in draft form the 
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small amount of additional appropriation, the small increase in the 
program, that would be necessary on account of including all of the 
items in the supplemental budget request. I thought I would like 
to leave copies with the members of the committee for your infor- 
mation. 

Mr. Jensen. Thank you, Mr. Rising. | 

Mr. Ristna. Also, I have prepared a letter covering the same 
matter mentioned by Congressman D’Ewart, which is an amend- 
ment to the poorne recommended by the Bureau of the Budget. I 
submit that for the record. 


Mr. JENSEN. Without objection it may be inserted in the record. 
(The letter referred to follows:) 


Stare or Montana, 
Stare Water ConsERVATION 
Washington, D. C., April 27, 1954. 
Hon. Ban JENSEN, 
Chairman, Interior Subcommittee, Committee on Appropriations, 
House of Representatives, Washington, D. C. 

Dear CHAIRMAN JENSEN: We do not feel that the proviso recommended by the 
Bureau of the Budget for the Helena Valley unit, Montana, should be adopted as 
no other unit of the Missouri Basin project, even among the supplementals under 
consideration, is being subjected to this requirement. 

We have no objection to the requirement that contracts should be negotiated 
before the construction contract is awarded, and if the committee deems it desirable 
to include a provision to that effect, we suggest the following: 

“Provided further, That no part of this appropriation shall be used to initiate 
construction of the Helena Valley unit, Montana, until execution of a contract 
requiring repayments by the water users as recommended by the Bureau of 
Reclamation.” 

Very truly yours, 
Strate ConsERVATION Boarp, 
E. W. Ristna, Washington Representative. 


Mr. Jensen. Thank you. Is there anything else? 
Mr. D’Ewarr. We want to thank you, Mr. Chairman and members 
of the committee, for giving us this hearing. 


Wepnespbay, ApriL 28, 1954. 


Buurr, HANover, AND GuENDO Units, WYOMING 


WITNESS 


HON. FRANK A. BARRETT, UNITED STATES SENATOR FROM THE 
STATE OF WYOMING 


Mr. Jensen. We are pleased to have before us at this time Senator 
Barrett of Wyoming, who would like to tell us about the Bluff, Han- 
over, and Glendo units. 

Senator Barrert. I appreciate the opportunity of being heard by 
you and the committee this morning, Mr. Chairman. I have a 
written statement that I have prepared and I willhand it to the clerk, 
and I would like to talk extemporaneously on the matter, if I may. 

Mr. Jensen. Go right ahead. 

Senator Barrerr. Our State is very much disturbed by the fact 
we are not getting more reclamation starts. For quite some period of 
years we have had fantastic oil development in the northeastern part 
of the State near the Osage oil fields in Wyoming, which the chairman 
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is quite familiar with, and the royalties are such that our payments to 
the Federal Treasury are in excess of $10 million a year, of which $9 
million goes into the reclamation fund. I appreciate, of course, that 
the wars, both World War II and the Korean war, necessarily slowed 
up and to some extent stopped reclamation development, but I think 
the time has come when we have to accelerate that program consider- 
ably. 
HANOVER AND BLUFF UNITS 


I want to talk about three projects here this morning. One is the 
Hanover project on the Big Horn River and is related to the Bluff unit. 
They are right across the river from each other and whoever conceived 
the idea in the Bureau of the Budget of separating those two units 
did some mental gymnastics that are beyond my comprehension. 
Those two projects have got to go together. When the Boysen Dam 
was constructed the intention was that these two projects would be 
reclamation projects that would result from the project at Boysen, 
and they are relatively small projects and I would appreciate it if the 
committee would put in a little money for the Hanover unit as well as 
the Bluff unit and put them in here together. I think $157,000 is 
requested by the Bureau of the Budget for the Bluff unit and nothing 
for the Hanover unit, and it would seem we should have that item at 
least doubled and include the Hanover unit so that we could start 
them at the same time. 

GLENDO UNIT 


There is nothing in the supplemental request for Glendo. That 
project has been held up a long period of years. As I recall, the first 


request was about 10 years ago. Originally the State of Nebraska 
interposed an objection to the Glendo project on the ground it might 
interfere with their allocation of water in Nebraska. We have 
carried on negotiations with Nebraska as well as with Colorado for 
many years and those matters have all been ironed out so that all 
three States are in accord and they want to see the Glendo project con- 
structed. We are very anxious to have it constructed for two reasons 
in our State. First it would permit us to generate some power which 
we need very, very badly out there, particularly in this oil field where 
there will be at least 3,000 wells drilled in the next 2 or 3 years, and 
ae the power for pumping purposes and there is none available 
at au. 

Second, there is a serious silting problem in connection with the 
Guernsey Reservoir and it is filling up to such an extent that in a 
few years we will not have storage capacity there. In addition, we 
need to have the water coming down for municipal purposes during 
the winter months as well as during the irrigation season. 

The cost of the project is around $50 million, which includes the 
powerplant at Fremont Lake and the powerplant at Glendo. I think 
the Reclamation Bureau asked for $2 million for a start on this, and 
I would like to see some money in this bill for Glendo, at least half 
that amount, to get the project underway. I appreciate there is no 
request before this committee and it is unusual to ask you to insert 
something the budget has not included. I would like to ask this com- 
mittee to bear the matter in mind, at least, and that if we can persuade 
the Senate committee to put something in the bill this committee 
will not interpose any objections when it comes for conference. 
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I know of your great interest in reclamation and I know the great 
help you have been through the years and we appreciate it very much. 
We do not blame anybody that for about 10 years we have not had 
any great amount of reclamation in our State. It is not the fault of 
anyone in this room or in the country, for that matter, but we think 
the time has come when we have to ask for some starts in our State 
and in all the reclamation States of the West. 

Thank you very much, Mr. Chairman, for your kindness. 

Mr. Jensen. As I understand there is no opposition, or very little 
opposition, to the Bluff and Hanover units? 

Senator Barrerr. There is no opposition but the request came up 
just for the Bluff unit and nothing for the Hanover unit. 

Mr. Jensen. Is there any opposition to the Hanover unit? 

Senator Barrerr. Not at all. Everybody is for it. _ 

Mr. Bunge. I would like to say this, Senator, that I was interested 
in having your comments on the division of these two units. From 
the presentation given us by the Bureau of Reclamation yesterday, it 
appeared that the Hanover unit, from a feasibility standpoint, is 
quite superior to the Bluff unit, and I am happy to have your com- 
ments as to the division of the two. d 

Senator Barrett. I agree with that statement. There is no ques- 
tion about it in my mind. The two necessarily should go together, 
and if you are going to choose, I would choose the Hanover. It is a 
larger unit. I just do not understand the reasoning of the Bureau of 
the Budget. The Bureau of Reclamation did not do that. They 
put them together and asked for $450,000. The Bureau of the 
Budget cut this down to $157,000. While I am all for economy, 
cutting it down from $450,000 to $157,000 and putting it on an 
uneconomic basis does not make sense. 

Mr. Jensen. Thank you, Senator. 

Senator Barretrr. Thank you. 

(The following statement was submitted by Senator Barrett:) 

Mr. Chairman, let me say at the outset that I appreciate the privilege of appear- 
ing here today before this committee. It recalls many pleasant associations 
had while serving as a Member of the House of Representatives some time back. 

I came here primarily to urge consideration for three reclamation projects: 
One of which is included in this supplemental appropriation presently before this 
committee. We in Wyoming are beginning to feel that we should get a bigger 
return on the club dues we have been paying to the Union in the form of con- 
tributions to the reclamation fund, arising out of the income from the public 
lands within our borders. 

Before I get into the meat of my statement I’d like to point out that at present 
my State is contributing nearly $9 million to the 17-State reclamation fund each 
year. The amount of money which we would like to see appropriated for the 3 
projects would total only about $2,450,000, or approximately one-fourth of what 
my State contri utes. e certainly are entitled to serious consideration. 

I want now to fully pr 40 the budget estimate of $157,000 for the 1955 fiscal 
year for the Bluff unit of the Missouri Kiver Basin project. This item is included 
in this supplemental appropriation request being heard now. 

Howeve :, I am at a loss to explain why the Bluff unit was included without an 
estimate for the closely interrelated Hanover unit since both are to use common 
facilities in their construction. Both are located in the same area on the Big 
Horn River southwest of Worland in north central Wyoming. 

I would like to point out that on page 802 of part 2 of the hearings of your 
subcommittee on the Interior appropriation bill for the 1955 fiscal year, you will 
find the Bureau of Reclamation listed the Hanover-Bluff unit for inclusion in a 
proposed supplemental budget estimate. The amount to be requested for the 
start of the combined unit was $450,000 for the 1955 fiscal year. 
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The Bluff unit is composed of 1,242 acres which will receive a full supply of 
water through a reconstructed system at an estimated total cost of $886,000. 
The Hanover unit consists of nearly 6,100 acres and the construction cost is 
estimated at $2,500,000. This would make a total of $3,386,000 for the combined 
unit. 

To build one without the other certainly offers no economy or saving to the 
Government. Unless the two are constructed as a combined unit, overhead and 
other costs will be run up. 

Since | understand the Reclamation Bureau already has gone into or will go 
into details as to what is to be constructed and how the facilities are to be oper- 
ated, as well as repayment features, I will not burden the record with those 
features. 

However, I will say the costs will be repaid by the water users to the extent of 
their ability, supplemented by surplus power revenues from the Missouri Basin 
system. In the operation of its pumps the Hanover-Bluff unit will use power 
from the Boysen Dam. Both will be served by a common diversion dam and the 
upper section of the Hanover Canal. From this one can readily see it does not 
make sense to construct one and not the other. 

The appropriations requested for fiscal vear 1955 are for the purpose of com- 
pleting plans and specifications and other preliminary work so construction can 
start in fiscal year 1956. 

Now, the third project I would like to have included in this supplemental 
appropriation request is the Glendo unit on the North Platte River in east central 
Wyoming. It would cali for a proposed supplemental estimate of $2 million. 

Plans for the Glendo unit have been approved by the States of Colorado, Ne- 
braska, and Wyoming. As you will remember this project was held up for several 
years over objections by Nebraska but these have been resolved*in a report 
approved by the three States and transmitted to Congress recently by the Secre- 
tary of the Interior. Inasmuch as there now is no objection on the part of the 
States concerned, an appropriation to get the work started should be granted at 
this time. 

Concisely, the Glendo unit would be a part of the chain of dams and power 
development units in Wyoming along the North Platte River. It would be 
located near the town of Glendo in the East-Central part of the State, and would 
cost an estimated $50,859,000, including the Fremont Canyon powerplant. 

It would consist of a dam and reservoir with the 24,000 kilowatt Glendo 
powerplant and the 48,000 kilowatt Fremont Canyon powerplant. 

In addition to providing needed hydroelectric power in an area which is wit- 
nessing fantastic oil development, the Glendo unit also will conserve water for 
the irrigation of 40,000 acres of land and will alleviate a very serious silting 
problem in connection with the Guernsey Reservoir, downstream from the 
Glendo unit. In addition the dam would offer flood-control benefits valued at 
$250,000 annually from central Wyoming to the Wyoming-Nebraska State line 
and into western Nebraska as far as Ogallala. 

Preconstruction work has been advanced to the point where construction 
could be started in 6 to 9 months after construction funds are available. The 
allotment request would provide for the start of construction on the dam and 
reservoir, powerplant foundation, railroad relocation, and access roads. 

I sincerely hope this subcommittee will give serious consideration to adding 
the Hanover and Glendo units to the supplemental requests. I also hope the 
Secretary of the Interior will press the Bureau of the Budget for supplemental 
estimates for the two units as well as other worthwhile new starts for reclamation 
developments in other States. 

I plan to appear before the Senate Appropriations Committee at hearings next 
month on the Interior Department appropriations bill for the 1955 fiscal year to 
make the same request I have today— initial appropriations for the Bluff, Hanover, 
and Glendo units. 

In closing I again would like to point out we feel we are fully justified in urging 
these new starts. Since enactment of the Mineral Leasing Act in the early 
1920’s, Wyoming oil developments to June 30, 1953, had contributed $83,164,408 
to the reclamation fund. This represents 34.6 percent of the total of $202,853,793 
contributed by all Western States. This is in addition to the many millions of 
dollars of Federal taxes reclamation developments in Wyoming have paid into 
the National Treasury. : 

Again I wish to thank you for the privilege of appearing before you to make 
this statement. 
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Sargent Unit, NEBRASKA 


WITNESSES 


HON. A. L. MILLER, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF NEBRASKA 

HON. ROBERT B. CROSBY, GOVERNOR OF THE STATE OF NEBRASKA 

C. PETRUS PETERSEN, PRESIDENT, NATIONAL RECLAMATION 
ASSOCIATION 

CYRIL P. SHAUGHNESSY, ATTORNEY FOR THE SARGENT IRRIGA- 
TION DISTRICT 

GEORGE SEMLER, PRESIDENT, SARGENT IRRIGATION DISTRICT 

PETER I. BADURA, PRESIDENT, LOUP BASIN RECLAMATION 
DISTRICT 

HENRY LANGE, PRESIDENT, LOUP BASIN CONSERVATION ASSOCIA- 
TION AND PRESIDENT, TWIN LOUPS RECLAMATION DISTRICT 


Mr. Jensen. Congressman Miller, we are glad to have you with us 
this morning and I see you have with you some of your friends from 
the State of Nebraska. Do you have a statement? 


GLENDO UNIT 


Mr. Mituer. I will make a short statement. I appreciate your 
tolerating my appearing before you so often. Following Senator 
Barrett’s remarks about Glendo, we are not here to testify on Glendo, 
but Mr. Barrett and I served together in the House for a number of 
years, and he is now in the Senate. Glendo Dam affects Nebraska 
and Mr. Aandahl said they were sending a request for Gleno Dam, 
and my committee on Tuesday will pass a resolution, a copy of which 
I sent to you and to Mr. Taber, which states that Wyoming, Nebraska, 
and Colorado are now in agreement on the division of water; and I 
think I have the understanding with at least one man in the Bureau of 
the Budget that the resolution is acceptable to them. So if you get a 
resolution in a few days for Glendo, which I think you will, I hope you 
will consider it kindly. 

We are developing tremendous oil fields in western Nebraska and we 
have here this morning Mr. Marion M. Wilson from Colorado from the 
Tri-State Generation and Transmission Association; and Mr. Bart W. 
Moore from Bayard, Nebr., representing the North Platte Valley 
Trrigators Association; and Mr. J. F. King of Morrill, Nebr., represent- 
ing the irrigators; and Mr. Charles E. Ham of Sidney, Nebr., represent- 
“oe Tri-State Generation and Transmission Association. 

he dam stores up some 50,000 acre-feet of water. It is past 60 
years of age. They need additional water for the proper development 
of that country and I think it has been shown that Glendo Dam is 
feasible and will pay out. We will not offer testimony unless you are 
kind enough to listen to these men. We are here primarily in con- 
nection with the Sargent Irrigation District. 


SARGENT UNIT 


I was delaying because the Governor of Nebraska was to be here. 
We have representing the National Reclamation Association, Mr. C. 
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Petrus Petersen; also Mr. Cyril P. Shaughnessy, attorney for the Sar- 
vent Irrigation District; Mr. George Semler, president of the Sargent 
rrigation District; Mr. Peter I. Badura, president of the Loup Basin 
Reclamation District, and Mr. Henry Lange, president of the Loup 
Basin Conservation Association, and president of the Twin Loups 
Reclamation District. These men are here in the interest of the sup- 
plemental appropriation bill presently before your committee. 

I would like to call on Mr. C. Petrus Petersen first and then the 
Governor of Nebraska for a short statement, and then Mr. Shaugh- 
nessy, attorney for the Sargent Irrigation District, who will be able 
to answer any questions you may have. 

Mr. JeENsEN. Mr. Petersen, I know I speak for the entire committee 
when I say we are happy to have you with us again. 

Mr. Prerersen. I would like to have the record show that I am 
expressing very sincere appreciation of the fact that a supplemental 
budget came down from the executive department. When I was here 
a few weeks ago I had the pleasure of visiting the President ont hat 
subject and while not everything is in the supplemental that everybody 
wants, it indicates a purpose to avoid any feeling that the reclamation 
program is grinding to a halt. 

The Sargent unit in our State is one of those that is not only ready 
but has been on the calendar for, I think, some 5 years. There is no 
contest locally or otherwise about it. It is in an area where we have, 
I think, probably as stable a water supply as exists in the world. The 
Loup rivers, fed from the Sand Hills Reservoirs, flow whether it is in 
dry years or years of more abundant rainfall. It is the beginning of 
the development in the Loup areas. Our State has been fortunate in 
the development in the Republican River, we have some development 
in the Platte River, this is in the Loups, and we are talking about 
some in the Niobrara River. 

So we commend to your committee the desirability of taking this 
step. This unit is in the area where the results of the irrigation are 
vastly more than the production of some crops on that land. It is 
next to the cattle ranges where we have witnessed in past periods, 
because of an inadequate supply of food for the livestock, ranges 
which had to be depleted. 

Irrigation will serve not only the development of those particular 
acres, but will be a great economic factor in stabilizing that important 
industry in our State. 

Mr. Jensen. Thank you, Mr. Petersen. 

Mr. Miter. The next witness is Governor Robert Crosby. 

Mr. JeNsEN. Governor, we are pleased to have you with us. I 
think this is the first time you have appeared before this committee. 

Governor Crossy. This is the first time and I deem it an honor 
to appear before you. This is a committee we consider as ve 
important because irrigation is very important to us. Our State, if 
we are to have a sound agricultural economy—and that is the economy 
we have in Nebraska—we simply must take advantage of the water 
resources. 

I just wish I could take you through the Loup River Basin so 
that you could see the stable water supply Mr. Petersen describes. 
It comes from underground reservoirs and sandhills. It is in a part 
of our State where rainfall cannot be depended upon for the crops, 
and it would be a tragedy if we do not achieve irrigation in that area. 
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It will be a tremendously fertile area. It is in the heart of our State. 
It serves the great cattle country to the west and north. It would 
serve all of Nebraska and all of the Nation. 

Speaking as Governor of Nebraska, when I see the almost limitless 
possibilities of crop production in those areas just by taking that 
water that flows down the river and putting it in the soil, when I see 
that and understand it, as I do, I am pretty much at a loss to find 
words to translate my feeling to you, but I want you to know it is 
extremely important to Nebraska that this project go ahead. Prac- 
tically everybody is unanimous that it ought to be done. 

I think that is all I have to say unless there are some questions. 

Mr. Jensen. Thank you, Governor. We are glad to have your 
statement. We are interested in irrigation and reclamation and 
everything that pertains to your great State. This committee has 
always been liberal in appropriating the money we thought was justi- 
fied in putting this liquid gold called water onto dry acres out there 
in the West, and I do not suppose the committee will change very 
much. Or course we are using a lot of the American taxpayers’ dol- 
lars and we have to see to it that the expenditures are justified, and I 
am sure that is what you want us to do. 

Governor Crosspy. That is right. 

Mr. Jensen. You may be assured we shall give every consideration 
to your request. 

Governor Crossy. Thank you. 

Mr. Mituer. Off the record. 

(Discussion off the record.) 

Mr. Mixer. I would now like to present Mr. Cyril P. Shaughnessy, 
attorney for the Sargent Irrigation District. 

Mr. Jensen. We will be very glad to hear you, Mr. Shaughnessy. 

Mr. Suaucunessy. I feel humble following such distinguished 

entlemen as the Governor of our great State and Senator Petersen, 
ut this morning I shall attempt to tell you in detail about this 
project, and |] have some maps so that you may orient yourself. 

I have a prepared statement that I should like to have incorporated 
in the record, but, if I may, to save time, I shall talk extemporaneously. 

Mr. Jensen. Without objection your prepared statement will be 
included in the record. 

(The statement referred to follows:) 

Mv name is Cyril P. Shaughnessy, St. Paul, Nebr. I am an attorney represen t- 
ing the Sargent Irrigation District with its office at Sargent, Nebr. I also am 
attorney for the Loup Basin Reclamation District (a conservancy-type district) 
comprising the Sargent and Farwell units, aggregating about 205,000 acres of land, 
and for the Twin Loups Reclamation District comprising about 120,000 acres of 
land in the North Loup and Main Loup River Valleys. Appearing with me are 
Mr. George Semler, Sargent, Nebr., president of the Sargent Irrigation District, 
and vice president of the Loup Basin Reclamation District; Mr. Peter I. Badura, 
president of the Loup Basin Reclamation District; and Mr. Henry G. Lange, 
president of the Loup Basin Conservation Association, Inc., and also president of 
the Twin Loups Reclamation District. 

At the request of these gentlemen it is my privilege to substantiate the need for 
irrigation in the Loup River Vallevs, the firm determination of the people residing 
in the area to have irrigation, and particulerly to request this committee to con- 
sider favorably an appropriation for immediate construction of the Sargent unit. 
Our repeated efforts to obtain financial assistance in the past have not been suc- 
cessful and as a result our land and water resources of the Loup River Valley are 
not contributing their potential to the local area, the State, and the Nation. At 
the present time only about 40,000 acres out of a total of 310,000 acres of irrigable 
land are irrigated—270,000 acres are not making their fullest possible contribution. 
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The Sargent unit has been divided into two main parts, located to the north and 
south of the Middle Loup River. Features on or to the north of the river consist 
of the Milburn Diversion Works, the Sargent Canal, Woods Park pumping plant, 
and the necessary laterals and drains. We are prepared and want to proceed with 
their immediate construction. Features to the south of the river, also to be served 
by the Milburn Diversion Works, consist of the Lillian hydroelectric plant, the 
Lillian Canal, and necessary laterals and drains. These features are not proposed 
for construction at this time, but will make up a part of our project ultimately. 

The Sargent unit is a part of the Missouri River Basin project and was author- 
ized by the Flood Control Act of 1944. It was reported on under the name 
“Sargent unit” in Senate Document 191 as issued in 1944. I have a copy of that 
report with me together with the maps that show lands then proposed for develop- 
ment. Plans suggested for this unit tie in with the plans for the other units in the 
Middle Loup Valley. We understand that it comprises the highest priority of all 
units recommended for initial construction in the Lower Platte River Basin. 
Only recently this unit was endorsed by our Nebraska Department of Roads and 
Irrigation and the National Reclamation Association for immediate construction. 

Lands of the Sargent unit are now dry-farmed and produce a limited number 
and yield of crops but they are capable of high production under irrigation. We 
need only the works to put our water on the land. Nature of the development is 
such that no storage reservoir is required, no major relocation of utilities is in- 
volved, and it will require only a minimum of materials to bring the lands under 
irrigation. Irrigation service can be provided quickly through construction of 
one diversion dam, one canal, and a system of laterals. In response to my ques- 
tioning, the Bureau of Reclamation advised that 3 years of construction would 
permit initial irrigation of 13,700 acres. Our State university is assisting one of 
our local farmers in getting our development farm under way this year—thus we 
are in a position to demonstrate the how of irrigation and cropping practices to all 
the farmers in that area. 

Mr. Semler can tell you that he or others have attempted to get this project for 
many years. It is located in an area of excellent soil and long growing season 
where a high production of irrigated crops can be attained. Its construction 
should be no longer postponed, because it is highly essential not only to crop pro- 
duction locally but to livestock production in the surrounding sandhills area and 
to the production of feeds for dairy cattle, hogs, and poultry. The immediate 
area as well as the surrounding dry upland grazing areas, is subject to severe 
drought as experienced during many of the past years, the most recent in 1952, 
in 1953, and so far this year, 1954. /ater applied to our lands and the high yields 
resulting therefrom, will permit the farmers to produce in this valley area consider- 
able quantities of feeds which will be used to fatten beef-feeder stock raised in the 
surrounding rangelands. Cattle can be finished in close proximity to the live- 
stock producing areas. Production of alfalfa will assure supplemental feeds for 
range cattle during future drought period. 

Within the area proposed for irrigation, there are over 100 farm families that 
depend entirely upon agriculture for their livelihood. However, the inadequate 
rainfall for dryland crops and the inability of the farmers to follow a diversified 
farming program has led to soil depletions and low crop yields throughout the 
area. Also, the inability of the farmers to produce sufficient dryland feeds 
with inadequate moisture supplies frequently has forced them to reduce or 
hold their livestock numbers to a minimum. Because of inadequate moisture 
supplies and the inability to follow good rotations and conservation practices, 
crop yields in the Sargent area in the past have been low. Last year we received 
only 12 inches of moisture. During the period 1925-48 corn, which is the prin- 
cipal dryland crop of the Loup Valleys, yielded an average of but 16 bushels 
per acre and during the period 1931 to 1940, corn yields averaged 9 bushels per 
acre. Dryland crop values over the long run have averaged about $17 per acre. 
Conservative estimates of gross crop values under irrigation indicate that the 
value can be increased to approximately $55 per acre. Aside from these 
values and those to the livestock industry, it is my sincere opinion from observa- 
tion and study, that the increased personal income taxes paid by farmers in this 
area by reason of increased production, coupled with increased land valuations 
will, in a great measure, equal within a relatively sbort period of time the amount 
expended for the construction of the Sargent unit. 

speak from personal knowledge when I say the Sargent unit lies in an area of 
Nebraska that in the past has been subjected to severe and prolonged drought, with 
a resulting serious damage to a well-balanced economy of that community which is 
virtually 100 percent agricultural. Mr. Semler can speak even more pointedly 
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because he has made Sargent his home for many years. Because of its location, 
the Sargent area is ideally suited for a feed-crop-livestock economy. About 
60 percent of the cash farm income under present dryland conditions is derived 
from the sale of livestock. However, the inability of farmers to produce sufficient 
dryland feeds with uncertain moisture supplies has frequently forced them to 
reduce or to hold their livestock numbers to an absolute minimum. Such con- 
ditions result in wide fluctuations in income and direct economical loss to the farm- 
ers themselves as well as to the other residents of the community, and to the 
State in general. 

During the s°rious drought and after the depression of the 1930’s, many land- 
owners in the Sargent area were unable to meet their farm mortgages and operat- 
ing-loan payments. Many farms were lost through foreclosure. Fifty percent 
of all the farms in Custer County were mortgaged in 1940. The year 1934 is still 
vividly in the minds of the farmers in that area, for in 1934 they were forced to 
sell their cattle at ridiculously low prices simply because there was not sufficient 
feed on the farm to keep their livestock on the land. In many instances, this 
brought about economic chaos for many farm families and, in other instances, 
the farm families spent many years recovering from those devastating drought 
days. Mr. Semler can testify personally to that experience. Unemployment 
increased and many farm families migrated from the Sargent area to seek employ- 
ment in the manufacturing and other industrial enterprises farther east. For 
those who were determined to stay on the lands, they were forced to accept 
employment under the WPA programs and other emergency work measures at a 
considerable cost to the United States Government. 

For more than 50 years, the local people in the Sargent area have made deter- 
mined and repeated attempts to obtain irrigation development. In 1894, a com- 

any was organized to promote irrigation development in the general area. An 
irrigation district was organized in 1896 and bonds were issued to finance con- 
struction. Two canals were constructed and used for several years. Failures to 
the diversion works resulting from floodwaters forced abandonment of the sys- 
tems in the early 1900’s. Later attempts to obtain development failed because 
of the lack of adequate finances. 

In the early thirties efforts were made to include the Sargent unit in the plans 
developed for the Middle Loup Public Power and Irrigation District located 
immediately downstream in the Middle Loup River Valley, the construction of 
which was completed in 1938. That project is still operating and is demonstrat- 
ing the benefits of irrigation. The efforts of the Sargent people proved futile but. 
the intensity of the people’s interest was evidenced by the fact that a group of 
farmers and businessmen organized the Sargent Public Irrigation District in 1939, 
filed on water rights, and attempted to obtain financial assistance from the Public 
Works Administration to construct the irrigation project. The advent of World 
War II precluded advancement of these plans and forced postponement of con- 
struction. The determination of the people, although dormant during the war 
years, became vibrant and alive immediately upon cessation of hostilities for these 
same local leaders again renewed their efforts to obtain development. In 1945 
the landowners and businessmen formed the Upper Middle Loup Promotion Club, 
an informal organization dedicated to the promotion of their project. In July 
1949, this group joined with a similar organization in the Farwell unit downstream 
and together they were instrumental in the formation of the Loup Basin Recla- 
mation District in January 1950. This district is a conservancy-type district. 

Determined to start the construction of their project, in August 1950, a proposi- 
tion was submitted to the electors of the district to determine whether the people 
desired irrigation development by assisting in defraying the expenses in bringing 
about irrigation. To this the people answered by a 2 to 1 majority in favor of the 
peopention which permitted the board of directors of the Loup Basin Reclamation 

istrict to levy under Nebraska law an ad valorem tax on all tangible property 
within the district boundaries. This permits the townsman as well as the farmer 
to make a financial contribution to the development and operation of a project on 
which both must depend for a productive agriculture. When it became apparent 
that a reclamation district organized under Nebraska statutes would not in itself 
fulfill all of the requirements of a contractual entity, the local people, in 1952, 
undertook the formation of an irrigation district. Signatures of landowners 
representing 63 percent of the land within the district (80 percent under the Sargent 
Canal) were obtained during the circulation of the petition. During the election 
in November 1952, the organization of the district was approved by a 3 to 1 
majority of the landowners. Throughout the promotional days and since organ- 
ization of the reclamation and irrigation districts, our people have constantly 
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voiced a desire for early development and have shown their willingness to organize 
a satisfactory repayment entity, participate in the resolution of water-right 
problems, initiate and carry to completion the repayment contract negotiations, 
and do all things necessary to obtain immediate irrigation development. 

According to the office of the Bureau of Reclamation at Grand Island, the final 
report for the Sargent unit was submitted to the Commissioner of Reclamation 
in May 1952. As I understand, this report definitely proves the ability of the 
landowners to pay the costs of operation and maintenance and to meet the tests 
of feasibility which the Bureau of Reelamat ion has applied to this proposed develop- 
ment. I understand that the benefit-cost ratio, even under today’s prices, is well 
on the favorable side. 

The Bureau’s detailed investigations are well advanced for the Milburn diver- 
sion works, Sargent Canal, Woods Park pumping plant, and the laterals and 
drains. I am advised that the final design data for the Milburn diversion works 
and the first and second sections of the Sargent Canal and project headquarters 
have already been completed. Final design data for the first section of the laterals 
and drains are virtually complete and will be submitted when appropriate. Plans 
and specifications by the chief engineer for the Milburn diversion dam and the 
first section of the canal were completed in draft form in March of this year. 
Preparation of designs and specifications for the second section of the canal could 
be completed readily to facilitate continuous construction. 

As representatives of the people who reside in the Sargent unit, we firmly believe 
that construction of the irrigation features should be initiated at the earliest 
practicable date. Our reasons for supporting this stand are (1) the need for 
increased national food production; (2) the need for a stable local economy in the 
Sargent area and in Nebraska; (3) the very favorable attitude of our local people 
and their determination to get on with their irrigation development; (4) the 
ability of the unit to meet tests of feasibility; and (5) the present advanced stage 
of the engineering work and for designs of the irrigation features. When I in- 
quired of them last month, the Bureau of Reclamation representatives indicated 
that the availability of construction funds would permit the irrigation of a portion 
of the Sargent unit lands 2 to 3 years after we start construction. In this case 
and assuming a start this July, we could expect water by the summer of 1956. 
With expedited construction activity, we could have all of the lands under irriga- 
tion during the summer of 1957. 

In meetings held over the past few years, I have heard repeatedly that in the 
lower Platte Basin we have one-fourth of all the irrigable land in the Missouri 
River Basin. I know that much of our land is more productive than other lands 
of the basin and we have little else to look to in furthering our productive capac- 
ity. Thus we are or could be an important segment of the Missouri Basin pro- 
ject—but—no construction has been initiated in our area to date. Construction 
has been started on many other units in the basin whose contribution, I feel sure, 
compares less favorably than that indicated for the Sargent unit. 

Gentlemen, Mr. Semler and I believe firmly the farmers of the Sargent unit 
that we represent have fulfilled all of the requirements in preparing for irrigation. 
They have sought it for years. They requested that the investigations be made 
and the Congress provided the funds. Now they have the engineering plans 
and all studies that are needed to get the construction under way. Early in the 
development program the landowners and urban residents of the Sargent unit 
approved the formation of the Loup Basin Reclamation District. Since the 
summer of 1951, the potential irrigators, the landowners within the boundaries 
of the district whose land is not susceptible of irrigation, and the urban residents 
of Sargent have been assessed on all tangible property at the rate of 1 mill on 
each dollar of valuation, revenues from this source being used in the development 
of their project. Following delivery of water, this rate can be increased to 2 
mills on each dollar of assessed valuation. 

Thus, it can be readily seen that support for the development is unitwide and 
both direct and indirect beneficiaries have and will continue financial support of 
the development. When it became necessary, the landowners by a majority of 
145 to 42 approved the organization of an irrigation district. They have filed on 
water rights for their lands. About 1 year ago the irrigation district board initi- 
ated repayment contract negotiations. Just 1 week ago the board passed a reso- 
lution approving the repayment contract with the United States. Following 
approval as to torm by the Secretary of Interior, the board will execute the con- 
tract. Under the terms of the contract the district board has from the outset 
accepted the responsibility for operation and maintenance of all project works, 
and has committed itself to the construction of surface and subsurface drainage 
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works involving an expenditure of over $700,000. Ours is not a difficult project. 
Within a period of 3 years after we start construction, we can start to plow back 
the benefits of this development. 

These people deserve the benefits that this project can provide. They ask your 
favorable consideration of their request for funds to start construction beginning 
July 1, 1954. 

Mr. Suauaunessy. For the record, my name is Cyril P. Shaugh- 
nessy, of St. Paul, Nebr. I am attorney for the Sargent Irrigation 
District and in connection with this group I also represent the Loup 
Basin Reclamation District, of which the Sargent Irrigation District 
is a part. 

Just so you may briefly understand the interest that is in our 
Sargent Irrigation District, I can go back to the turn of the century 
when a group of farmers in the Sargent District attempted by their 
own efforts to build an irrigation district, but failed primarily because 
of lack of proper engineering guidance. Then came, as the period 
was referred to yesterday, the dirty thirties, and these efforts were 
frustrated; then the war came along; but in 1943 a series of promo- 
tional clubs in the area were organized and finally in 1950 the Loup 
Basin Reclamation District was organized in this entire Middle 
Loup Valley from Sargent to the confluence of the Middle and North 
Loup Rivers at St. Paul. 

To show you the interest, that organization was empowered, by a 
vote of 2 to 1 of the people in the entire district, to levy a 1-mill tax 
on all the tangible property in the district. That levy has been in 
effect since 1951 without a remonstrance. So I am sure the people 
in that district want to assume their portion of the repayment con- 
tract, not only the water users, but the man in the street, so to speak. 

Mr. Jensen. About what does that levy amount to? 

Mr. SuHaveunessy. About $6,500 a year in that district. It will 
robably be necessary to make an amendment to our reclamation 
aw. 

Mr. Jensen. We will have to go answer the quorum call and will 

be back in a few minutes. 

Mr. Jensen. All right, Mr. Shaughnessy. 

Mr. SHaueunsssy. I believe, Mr. Chairman, just before you went 
to answer the rollcall I was explaining that under the present reclama- 
tion law the levy is made over the entire area. So, as we develop 

down into what we call the Farwell unit we will have an irrigation 
district in that area that will negotiate a repayment contract. So, 
consequently, it is our thought and purpose in the State legislature 
to amend the reclamation law so that this mill levy will be assessed 
against the lands in the area affected, and we have figured that 
approximately $6,500 a year would be realized on the ad valorem 
tax that would be applied on the repayment contract. 

Mr. Jensen. Yes. 

Mr. SHavuGunessy. Now, gentlemen, as you probably know, this 
is a simple diversion dam, to dam the river, the Middle Loup River, 
to serve approximately 13,700 acres on the north side of the river, 
known as the Sargent Canal. 

There is also a second development on the south side of the river, 
but that development has to be done in the future waiting, perhaps, 
for costs to come down somewhat, and then the people on the south 
side are not just quite ready to proceed at this time, but as you 
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observed this morning the Governor appeared before this group on 
behalf of this project. and you can observe that we have State ap- 
proval, and we have no opposition in our area. 

Only just on April 19 our Sargent Irrigation District Board ap- 
proved our ay cole contract as to form, and it authcrized the Secre- 
tary and the President to execute the contract when it is approved by 
the Secretary of the Interior, and I have every reason to believe that 
this is going to be approved in just a matter of 2 or 3 weeks at which 
time the actual contract will be executed. 

Also we have no particular power interference. We do take away 
some water for a hydroelectric plant downstream which is known as 
the Bolus plant, but we have worked out satisfactory arrangements, I 
am sure, on that. It only amounts to approximately 5 cents an acre 
per year, and we have that all worked out, and I am sure that is not 
going to be any particular problem at all. 

As I say, we have attempted to follow the thoughts of the present 
administration in this matter in having let the nk people participate 
in it to the best of their ability. I think we are going along those 
lines. 

The first time we appeared before any Government committee in 
Washington was back in 1951. This is my fifth trip to Washington 
on behalf of the Sargent Irrigation District. It is not that there is 
any opposition to this project. The only ys men we are receiving 
is being asked “Why can you not get this thing through for us?” 

Putting in a personal note, I just had a note from my father, who 
is a banker out in St. Paul, Nebr. That is located about 60 miles 
from Sargent. He says: “It is hot and dry, and it has not rained,” 
and that is all he said in his letter, but that is exactly the situation 
prevailing there in the Sargent area today. 

We started out with drought in 1952. 

Last year, 1953, was the most serious drought we have had, I believe, 
in the history of that area. This year we have hardly had any rainfall 
at all. I was only up there the other day, the 19th of April, to be 
exact, and I have lived in that country all my life, and I do not know 
when I have ever seen the hills look any bleaker, or the valley any 
drier than it does right now. So, it just strikes me, and I think I can 
speak for everyone out there, when I say that the people are planning 
this today in order that they can stabilize their economy, and so that 
they can stay in the Loup Valley, and so they will not have to migrate 
to other areas. Certainly on a national scope we think that we can 
contribute tremendously to the national economy, just as Congressman 
Miller said and I believe Senator Peterson said. We are right across 
the road, so to speak, from the greatest cattle country in the world. 
If we had this project completed we would contribute, I think, tre- 
mendously to that industry in that they would know that in short 
years there would be a supply of feed there for their cattle. 

I recall, in my personal experience that during dry years farmers 
have moved away and that they held their livestock to a minimum 
just because of the short feed crop that was available. 

I was in conversation with a rancher just the other day, and he 
mentioned that very fact that if it did not rain out there in our area 
very soon that you would see many, many thousands of cattle going 
to market. Now, that is not good for our national economy. ~ 


46868—54—pt. 2——25 


|| 

ct. 

ck 

ur 

1g 

l- 

p 

r 

r 

B 

l 

3 

) 

| 


384 


Gentlemen, it is a pleasure to appear before your committee, and at 
this time we can say, very happily, that we have budget approval. 
Every other time when we have come back to Washington to appear 
before committees, one of the first questions that was asked of us was, 
“Do you have budget approval?” and we had to say “No” in reply to 
that question, but this time we have it. We are ready to proceed. 

As I said in my opening statement we were told back in 1950 you 
have to get a legal entity to represent you. We were told that by the 
Bureau of Hacasiitions and by our good Congressman and so we 
organized the Loup Basin Reclamation District. Then we found that 
because of the requirements that all of the lands of the area must 
participate in the repayment contract, because the Reclamation Act 
did not provide for that, we were told that the only thing we could do 
was to organize an irrigation district within the reclamation district, 
so we went ahead and we organized that irrigation district, and by a 
vote of more than 3 to 1 we put that across. 

Mr. Semler, who is president of the Sargent Irrigation District, 
came down to Washington in March, I believe it was, of last year, 
1953, and one of the first things we were asked upon arrival was, 
“Well, gentlemen, do you have a repayment contract?” We had not 
heard of a repayment contract up to that time. It apparently had 
not been the practice theretofore, or at least, we were not ready for it. 
They said, ‘““No, you cannot expect an appropriation from Congress 
without having a repayment contract.” So, we immediately went 
back to our homes and called on Mr. Harley, the local engineer, at 
Grand Island and said, “What about this repayment contract?” and 
we were told that we had to negotiate one, so we immediately nego- 
tiated arrangements for this repayment contract, and on April 19 of 
this year we finally, as I say, worked out the details of it. 

We have done everything that has been asked of us and that, I 
think, is evidence of the great interest of the people in the Sargent 
area, and we cannot go any further on it now. 

Mr. Jensen, All right, Mr. Shaughnessy, thank you. 

Mr. SHavuaunessy. Thank you very much, Mr. Chairman, and 
gentlemen of the committee. 

Mr. Miuuier. Mr. Shaughnessy, who else desires to be heard or to 
file a statement on the Sargent unit? 

Mr. Suaucunessy. I believe I will ask Mr. George Semler, who is 
amas of the Sargent Lrrigation District, if he will make himself 

nown to the committee and just make a brief extemporaneous 
statement for the record. 

Mr. Miter. These will be brief statements, Mr. Chairman. 
ei JENSEN. The committee will be very glad to hear you, Mr. 

er. 

Mr. Semuer. Mr. Chairman, and gentlemen of the committee, I am 
George Semler, president of the Sargent Irrigation District, of Sargent, 
Nebr. The facts about this project have been presented by the other 
witnesses, and I do not wish to take up your time further by making 
a statement. 

Mr, Jensen. Thank you very much, Mr. Semler. 

Mr. Mitier. The next witness is Mr. Peter Badura, president of 
the Loup Basin Reclamation District. 

Mr. Jensen. All right, Mr. Badura. 
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Mr. Bapura. Mr. Chairman, and gentlemen of the committee, 
my remarks will be very brief. 

We started to form this reclamation district in order to get irrigation 
up in our country. We need it badly. We got the people back of it. 
We need the water, and we have the land. All we need is some money 
to start this project. Thank you very much. 

Mr. Jensen. That is a very good statement, Mr. Badura. 

Mr. SHaveunessy. Our final witness is Mr. Henry Lange, who is 
president of our newly organized Twin Loups Reclamation District, 
and who is also president of the Loup Basin Conservation Association. 

Mr. Jensen. The committee will be glad to hear you, Mr. Lange. 

Mr. Laner. I would like to say, first, that we represent the entire 
basin in our Loup Basin Conservation Association, and that we have 
the full cooperation of not only the people in the Middle Loup area, 
but of those in the North Loup area and in the main Loup area as 
well. We, in the North Loup area are working toward getting an 
organization. We have one local district formed, and we want to 
get studies conducted now to develop our area. We want to see the 
Sargent project started, as it will give us a tremendous boost and give 
us confidence if we can show those fellows out there that we have gotten 
something done. 

The people in the Farwell area are working toward that goal. We 
recognized that they started first, and they should have it first. We 
are willing to stand on that. 

Mr. Jensen. Thank you very much, Mr. Lange. 

Mr. Mitter. Thank you, Mr. Chairman. It is very good of you 
to hear these men who have come here from central Nebraska, and 
who are all earnestly interested in irrigation for their area. 


GLENDO PROJECT 


If you would permit those who are here from western Nebraska, 
and who have travelled 1,500 miles to be here, to be heard briefly 
we would greatly appreciate it. They desire to be heard briefly on 
the Glendo project. We recognize that it is not in your supplemental 
budget and that you are not expected to hear them because of that 
fact, as I understand from Mr. Culp, the clerk of your subcommittee. 
If you will give them 2 or 3 minutes apiece, and let them file whatever 
statements they have to offer we would appreciate it very much. 

Mr. JENSEN. The reason the clerk mentioned that, Congressman 
Miller, is because of the fact that the Department has not testified 
on that Glendo project this year. 

Mr. Mitier. We think that there will be a supplemental budget 
over in the Bureau of the Budget asking for it in the next day or two, 
and we have some reason to feel that it will come before you later. 

Mr. Jensen. The committee will be glad to hear them. 

Mr. Mitier. Mr. Bart Moore, and Mr. King, will you come up 
here? Mr. Chairman, this is Mr. King of Morrill, Nebr., and this 
is Mr. Bart Moore of Bayard, Nebr. These gentlemen represent 
the men who need the water for these eight old irrigation districts. 

Mr. Jensen. All right, sir, we will be glad to hear them. 

Mr. Moors. We were down here in February before this committee. 

Mr. Jensen. Yes, I remember that. 
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Mr. Moors. Mr. Denny presented a prepared statement at that 
ime. 

As far as the irrigation districts are concerned, as the Senator has 
testified a few minutes ago, we have eight irrigation districts out there 
that do not have supplemental water in the Pathfinder and Seminole 
Dams, and they have to rely on the natural flow which is not very 
——- in the off season, and they are asking for supplemental water 
which has been provided for in Glendo. Forty thousand acres, | 
think, are allocated in these irrigation districts for supplemental 
water. 

Glendo will also be the nes sey dam for us, inasmuch as we are so 
far from Pathfinder. It is about 200 miles from the storage reservoirs 
to our headgates. 

Guernsey Dam has been used as the regulator dam up to this time, 
and it is silting in so fast that one-third of the storage capacity has 
been silted in and destroyed. So, we feel that with Glendo we will 
have a regulator dam, and that it will be the best regulated river in 
the United States, that is, it will be after Glendo is built, but we do 
need this at this time. 

_ I have a prepared statement which it will take some time to read, 
but I will file it with the clerk for inclusion in the record. 

Mr. JeNsEN. Without objection, it may be included in the record. 

(The statement referred to follows:) 


My name is B. W. Moore of Bayard, Nebr. I represent the North Platte 
irrigation projects located in western Nebraska and eastern Wyoming, comprising 
approximately 325,000 irrigated acres. 

Jater is the lifeblood of our great valley and the demands for irrigation become 
greater each year. Much of this valuable resource is wasted because of the 
lack of adequate river storage such as would be provided by the construction of 
Glendo Reservoir. During May of 1952, 175,000 acre-feet of this valuable 
water was allowed to flow down the river and was lost forever to the use of our 
lands. A dam at Glendo would have saved this water which is going to be so 
badly needed this coming season. 

The United States Supreme Court Decree, dated October 19, 1945, involving 
the States of Colorado, Wyoming, and Nebraska, regarding the water of the 
North Platte River, has been modified by supplement to decree entered by Court 
on January 14, 1953. Asa result, all three States are in agreement and interested 
in having Glendo Dam constructed as soon as possible in order to stabilize and 
supplement irrigation. The irrigated lands of the North Platte Valley being 
some 200 miles downriver from the storage reservoirs, and the day-to-day demand 
for water depending on local weather conditions present a problem in river 
regulation which is most difficult to maintain without waste. ater is a valuable 
resource and no operator likes to waste it when it is so badly needed. The 
development of Glendo would go a long way toward solving this problem both 
for the farmers and the officials in charge of operating the river. 

Glendo would be a multiple-purpose development for irrigation, power, flood 
control, silt control, municipal and industrial water supply, pollution abatement, 
fish and wildlife conservation and recreation for public pp nc tence 

Flooding could be a serious threat to both industrial developments along the 
river, and to headgates, diversion dams and other public and private construc- 
tions. Also serious flooding of farmlands could occur as the channel of the river 
has become clogged with willows and other growth. 

Silting of existing reservoirs has caused a serious loss in storage capacity of 
water. This loss already is more than 100,000 acre-feet of water or about 10 
percent of the storage of the North Platte Valley irrigators. Guernsey Reservoir, 
some 30 miles below the proposed Glendo Dam, being reiatively small in capacity 
and having a high silting rate has lost about 33 percent of its useful storage. Not 
only is there a continuing loss of capacity but difficulty is anticipated in the future 
S eagpnce of Guernsey hydroelectric plant because sediment is encroaching upon 
the power inlet. Glendo Dam would decrease the sediment concentration of 
Guernsey by 80 percent, thus increasing Guernsey’s usefulness as a regulatory 
and power-generating unit. 


|_| 

of 
th 
us 
ri 
8 
ir 
Pp 
ls 
t 
I 


387 


The North Platte Valley projects estimate the water supply at about 80 percent 
of normal for the coming year. If Glendo Dam had been built several years ago 
there would be accumulated some 225,000 acre-feet of extra water available for 
use this year which was wasted. 

Some eight private canals in both Wyoming and Nebraska, without firm water 
rights have asked for a supplemental water supply from Glendo Reservoir. These 
8 canals furnish water to about 50,000 acres of very fertile and productive land. 
They are all pioneers in irrigation and going concerns as most of them have been 
in existence from 40 to 50 years. 

These canals have early natural flow water rights. These rights wer- adequate 
prior to the court decree of 1946. However, with intensive farming and the 
growing demand for water these irrigators find themselves faced with an annual 
late season water shortage. 

Since 1946 annual water storage surely was purchased from the North Platte 
project. Now, owing to drought, the North Platte project has no surplus water 
to sell. 

After July each year the volume of water in the river falls to a point where the 
natural flow is not sufficient to satisfy the needs of crops grown under this ditch. 
During the past several years, this need has been partially filled by purchases of 
water from the irrigation districts that have storage rights. This year with storage 
20 percent below normal, there will be no supplemental water available. If we 
should have a repetition of the drought we had during the thirties, this water 
shortage would have serious consequences on both farmers and business in the 
North Platte Valley. 

Approximately 60 percent of this land under canals asking for supplemental 
water or about 30,000 acres is planted to cash crops. These cash crops consist of 
sugarbeets, dry beans, potatoes, and corn. The cost of growing these crops will 
average from $80 to $100 per acre. These crops must be watered from July through 
September 20. That is the time natural flow water gives out and supplemental 
water is needed. If we should have a year in which supplemental water was not 
available, not only would cost of production be lost but also expected income out 
of which our people bope to meet liying costs, and to be able to farm another year. 

The Glendo storage water would provide a nearly ideal water supply and farm- 
ers would have the opportunity to make the best use of land, capital, labor, 
livestock, and equipment. Farm business could meet all the expenses of interest, 
taxes, insurance, and other fixed and current charges and provide a satisfactory 
income for cost of living. 

Not only do farm people have a vital interest in the building of Glendo but also 
our laboring people have just as vital an interest in its construction. A great 
many of the coal mines throughout Wyoming are closed down and the iron mines 
at Guernsey are opersting only part time. his presents a serious unemployment 
problem. The immediate beginning of construction at Glendo would greatly 
alleviate the unemployment situation as it now exists. , 

River-basin development ought to be planned to serve all of the multiple pur- 
poses which are valid and feasible. We believe Glendo Reservoir would provide: 

Timely regulation of irrigation water 

Eliminate waste of water 

Flood control 

Silt detention 

Hydroelectric power 

Supplemental water supply for approximately 50,000 acres 

Needed employment 

Operation: and maintenance costs prorated between irrigation and power 
which would benefit both irrigation and power projects 

We believe Glendo Dam will eventually be construeted but the need now is 
paramount. 


Mr. Moore. We thought we were going to appear before the com- 
mittee tomorrow, and we have copies of this statement for the mem- 
bers of the committee, but we did not bring them with us this morning. 

Mr. Jensen. Thank you, Mr. Moore. 

Mr. Moore. Thank you very much, Mr. Chairman and gentlemen 
of the committee, for this opportunity to appear before you. 

Mr. Mutter. This is Mr. King, of Morrill, Nebr., who represents 
the North Platte Valley irrigators. 
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Mr. JENSEN. The committee will be glad to hear you, Mr. King. 

Mr. Kina. There are eight districts in the North Platte Valicy 
that do not have a supplemental water supply. They are all very 
old districts that were built before any Government projects were 
in existence. 

At the time they were built there was not very much demand for 
water in the river, and their economy in that area was different 
than it is now. They grew different crops than they grow today. 
At that time they grew a and a lot of crops like that that could be 
irrigated earlier in the season, but now these districts are growing 
ware that need a lot of irrigation, like beets, soybeans, and corn, 
and there is so much development on the river now that there is 
not any water available late in the season. I suppose at the time 
those ditches were built that those fellows did not see into the future 
far enough to realize what was going to happen, and they did not 
provide for any storage, and did not take advantage of storage water 
at the time they could, so they find themselves without any water 
at all, except what they can buy from the established irrigation dis- 
tricts that have storage water, but this year, being about 20 percent 
under normal storage, I do not think that there will be any water 
available to sell to these other districts. 

If Glendo was built it would provide enough water for these eight 
districts that do not have a supplemental water supply at the present 
time. 

In 1952, I think there were 175,000 acre-feet of water that went 
down the river because of the lack of storage for it, water which would 
supply. these districts for several years if they had it. 

think that covers my statement, Mr. Chairman. Thank you. 

Mr. Jensen. Thank you, Mr. King. 

Mr. Mituer. We have two men as representing REA associa- 
tions, Mr. Charles E. Ham, of Sidney, Nebr., who is vice chairman 
of the Tri-State Generation & Transmission Association, representing 
26 REA districts in Colorado, Wyoming, and Nebraska; and Mr. 
Marion W. Wilson of Fort Morgan, Colo., who is chairman of the 
Tri-State Generation & Transmission Association. 

Mr. Ham will make a statement in respect to the power generated 
at Glendo Dam and why it is needed. 

Mr. Jensen. The committee will be glad to hear you, Mr. Ham. 

Mr. Ham. Mr. Chairman, and gentlemen of the committee, I 
certainly appreciate the opportunity to talk on this Glendo Reservoir. 
We are vitally interested in Glendo. As Congressman Miller has 
said, we represent 26 different REA systems, which are financed 
through the Rural Electrification Administration in Wyoming, 
Colorado, and Nebraska. We are at the present time customers of 
the Bureau of Reclamation and they are our sole supplier of power. 
Very few of the projects in the area could get any power from anyone 
else as there is no other supplier. We are faced with a shortage of 
power. We have been told by the Bureau of Reclamation that they 
can carry our increasing loads through the summer of 1954, but from 
there on that we will have to look to someone else for power, because 
= will be up against their nameplate by then. 

esently we have no other supplier of power in the area who can 
supply us with power. We have studied the possibilities, and we 
have only two ways in which we can get power. One is from the 
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Bureau of Reclamation through their multiple-purpose dams and their 
hydroelectric developments, and the other would be to borrow money 
from the Rural Electrification Administration in order to build 
generating capacity. 

If Glendo is authorized and put into operation it will give us some 
additional generating capacity, a firm capacity of about 70,000 
kilowatt-hours which, when it becomes available, will relieve the neces- 
sity of our furnishing generating capacity. If it comes in time it 
would delay for a long period of time the necessity of our borrowing a 
large sum of money from the Rural Electrification Administration, and 
the quicker it comes, of course, the better off we would be, as far as 
that is concerned. It is very vital to our very existence in that area, 

Most of these small REA systems in our area were only made 
possible because of the low-cost Bureau power which was available. 
Our area is so scattered and we have such a low-density that our 
very existence depends upon low-cost power. 

In addition to that we are faced with a terrifically increased indus- 
trial load, from oil companies that have come in, in developing the 
natural resources of the area where there is no generating capacity 
at the present time. 

So, it is of vital interest to us to have this additional power from 
Glendo. 

I believe that is pretty much our concern. Of course, we are ex- 
tremely interested in the area personally, but from a G. and T. posi- 
tion it is very vital that Glendo be constructed. 

Mr. Miuurer. The next witness is Mr. Marion M. Wilson, of Fort 
Morgan, Colo., chairman of the Tri-State Generation & Transmission 
Association. 

Mr. Jensen. The committee will be glad to hear you, Mr. Wilson. 

Mr. Witson. Mr. Chairman and gentlemen of the committee, I 
would like to say that as far as the Tri-State Generation & Transmis- 
sion Association, which I represent, is concerned, it is made up of 24 
REA projects in Colorado, western Nebraska, and Wyoming, and all 
of the 24 projects receive their power directly from the Bureau of 
Reclamation. 

At the present time we are serving between 40,000 and 50,000 farm 
homes, and it is indicated that by 1960 we will have 60,000 farm-home 
services. 

There has been a shortage of power anticipated out there for quite 
some time, and, of course, we have taken steps to see what could be 
done about it. We have met with private people and with our engi- 
neering peop!e, and a study has been made of the subject, and it was 
indicated to us that an additional powerplant was needed about 1956 
or 1957, which bears out Governor Aandahl’s statement. Mr. Ham 
and I attended meetings in Denver when Governor Aandahl talked to 
private power and est power people there, and he said about in 
1956 or 1957 somebody else wok have to put some more power on 
the line because they could not take care of the increased load by that 
time. 

Now, these private power people have made their study, and we 
will know a little more about the picture about the middle of May or 
the 1st of June. 


Glendo carries about 70,000 kilowatts altogether, and that would 
be a relief to everyone in the district; I do not care whether it is the 
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REA’s or the private people, everyone would be benefited, because in 
new generation coming on it would relieve the situation. 

I have a project that I represent at Fort Morgan, Colo. It seems, 
pernene, odd that a man would be appearing here speaking for Glendo. 

ater is the most precious thing that we have in the western country. 
If some more power comes on it will free up some of the Colorado-Big 
Thompson power in Colorado. 

We furnish power to about 1,100 irrigation well locations, and on the 
farms where those wells are located there are more than 75,000 acres 
of land under irrigation, so power in that area means a lot to us. 

You know from reading the papers and other reports that Colorado 
is having a drought at the present time. We are in a little bit of a 
dust bowl there now. 

My wife and I drove as far as Jackson, Ohio, coming east, and the 
first wet soil we saw was at Phillipsburg, Kans. Beyond that it 
was all dry, and I cannot impress too mite upon anyone who has to 
do with water how precious it is to us out there. Water and power 
are what we need. I thank you people very much for allowing us to 
appear before you on this project. 

{r. Jensen. Thank you, sir, Mr. Wilson. 

Mr. Miuuier. Thank you, Mr. Jensen. We appreciate very much 
our hearing all of these folks who came here from not only Sargent 
ut also from western Nebraska. 

Mr. JENSEN. We are glad to have had these gentlemen with us. 

Mr. Thank you. 


Wepnespay, Aprin 28, 1954. 


Oxtympic NATIONAL 


WITNESS 


HON. JACK WESTLAND, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF WASHINGTON 


Mr. Jensen. Congressman Westland, we are very glad to have you 
with us. I believe you want to make a statement regarding Olympic 
National Park? 

Mr. WEsTLAND. Yes, sir, that is correct, Mr. Chairman. I have 
two projects to present. One of them is quite small, out near Olympic 
National Park, and the other one is rather sizable. Suppose I take 
up the small one first. 

Mr. Jensen. All right; go ahead. 

Mr. Westianp. I should like to just place this map over in front 
of you so you may have a little better idea, perhaps, of what I am 
talking about. 

Mr. Jensen. Yes. 

DICKEY RIVER BRIDGE 


Mr. WestLanp. This is a project to build a bridge across a river 
called Dickey River, and they tell me that this bridge will cost $44,000, 
but that with the timbers which the Park Service Bureau will furnish 
that they will cut the cost of the bridge down to $20,000 as far as 
appropriations are concerned. 
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Mr. Jensen. I know you are aware of the fact that there is no 
money in here for construction at Olympic Park. 

Mr. WestLanp. That is correct. 

Mr. Jensen. There is, however, a budget request for a total of 
$216,732 for maintenance and management, and for protection there 
is a request for $174,563. 

Mr. WestTLanp. Yes, sir. 

Mr. Jensen. Now, then, you are asking that we increase the 
appropriation to what amount? 

Mr. Westtanp. In this amount here for this bridge, $20,000. 

Mr. Jensen. There is no budget request for it, is there? 

Mr. WestLanp. No, there is not. 

This matter came up in a rather odd way. When President Truman 
decided to take up that strip on the Pacific Ocean and add it on to 
Olympic Park, which he did, on January 6, 1953, he put this bridge 
then under the jurisdiction of the Federal Government. Prior to 
that it had been a State proposition. When the bridge washed out, 
the State said it was not their job to build this little bridge, that it 
was up to the Federal Government to do it. 

Now, the manager of Olympic National Park, Mr. Overly, is 
certainly doing his best to cut that cost down to the minimum, and 
is providing better than half of the cost of the bridge out of timbers 
from the Park itself. 

Mr. Jensen. Off the record. 

(Discussion off the record.) 

Mr. JENSEN. On the record. 

Mr. WestLanp. That pretty much explains that proposition, Mr. 
Chairman. 


Mr. Jensen. All right. 


HURRICANE RIDGE LODGE ROAD 


Mr. WeEstTLAND. Now, the other item is a request for funds to 
continue building the road to the Hurricane Ridge Lodge. Some 
3 years ago that lodge was started and was completed at a cost of 
some $360,000. This is in Olympic National Park, and it is in back 
of Port Angeles. The lodge was built there, so the next thing to do 
was to build a road to get to it. Over $1,665,000 has been spent so 
far, Mr. Chairman, in the construction of that road, and funds each 
year have been provided to continue the building of the road until 
this year, for the fiscal year 1955, and no funds are set up to continue 
the construction of that road. 

It does not seem to me like very good business to build a lodge 
there for the tourist trade, which is very substantial in this park—some 
half million people visited it last year—and have no practical means of 
access to it. 

I have been advised by the Park Service today that they could use 
as much as $750,000, but that a half million dollars would be entirely 
satisfactory for a continuation of that program. 

Just a short time ago a contract was let for $275,000 to complete 
a tunnel through some rock out there. That work will be completed 
by early summer, and then, unless additional funds are appropriated 
here, that whole project will just lie idle. 

Mr. Jensen. This road is within the national park? 
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Mr. WestTLAND. Yes, sir. 

Mr. Jensen. The National Park Service has funds now, and they 
will have funds available in 1955, that can be used to build roads and 
trails in all the national parks. Whether or not they contemplate 
using any of that money to build this road, we do not know, but we 
give them a little sum each year to build and maintain roads. 

Have you inquired of the National Park Service whether they in- 
tend to use any of their available funds for this purpose? 

Mr. WestLanp. The last word I had from the Park Service, Mr. 
Chairman, was to the effect that their funds for the construction of 
roads were so limited that it was very doubtful that they would be 
able to have any funds available for this particular project. 

As I say, they did provide $275,000 last year for the construction of 
this tunnel, but they have said, in effect, that there are no other funds 
available to continue the construction of that road. 

Mr. Jensen. I might say to you that there has been a lot of talk 
that this committee recommended that the Congress appropriate such 
a small amount for the Park Service that they cannot keep the roads 
and the buildings in repair. 

The fact is. that last year we appropriated 4 times more for the 
Park Service than we did 4 years ago, and they are asking for about 
the same amount this year. We do not want you to take this infor- 
mation too seriously when they say that they do not have funds to 
do this or to do that because Congress has been quite liberal with the 
National Park Service. 

Mr. WestLanp. I understand that. I understand they were ap- 
propriated about $2,500,000 in 1952, and about $4,675,000 in 1953. 
- Mr. Jensen. I am talking about the Park Service as a whole. 

Mr. WestLanp. For all park roads? 

Mr. Jensen. I am talking about the Park Service as a whole. 

Mr. West.anp. This is for park roads. It seems to me that Con- 

having authorized the building of this lodge and setting it up 
in a rather inaccessible place, and having agreed to and appropriated 
for the construction of a road to it, they must certainly see to it that 
the road is continued. There is certainly no point in having a road 
halfway to it, or something like that. 

Mr. Kirwan. May I ask a question, Mr. Chairman? 

Mr. JENSEN. Yes. 

oe Kirwan. When did Congress authorize the building of this 
ro 

Mr. WestLanp. I do not know when the exact authorization was, 
Mr. Kirwan, but 3 years ago construction was started. The authori- 
zation may have been a little before that. The construction of the 
highway was started about 3 years ago, coincident with the start of 
the construction of the lodge, and they have been building the road 
ever since. 

Mr. Krrwan. The thing I am interested in is that when we au- 
thorized the construction of the lodge, Congress should have surely 
seen to it that a road was put in there. 

Mr. JensEN. We appropriated money for the building of this road 
in previous years. 

Mr. WestLanp. Yes; that is right. 

Mr. JenseN. But in this budget they left it out entirely, and I do 
not know what the story is on that. What does the Park Service 
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say about it? Do they tell you why they left out the money for this 
purpose? 

Mr. Westianp. No, sir. 

Mr. JensEN. They did not make a request for it and, of course, you 
realize that we have thousands of items to consider. 

Mr. WestLanp. Surely. 

Mr. JENSEN. For us to go there and say, ‘““Now, why did you not 
ask for money for this and this?’’, is not within our responsibility. 
However, I can understand your anxiety about this thing. 

Mr. WestLanp. I can understand, Mr. Chairman, that it is cer- 
tainly not within your province to have every project in the country 
in mind as to why the Park Service did not do this or that, but I 
think you will probably agree that it is within my province, when 
the thing is occurring in my own district, to take cognizance of it, 
and try to do something about it. 

Mr. Kirwan. Why do we not do the same as we did in the case of 
Congressman Budge’s request, in asking for information from the 
Bureau of Reclamation, and in this instance ask the Park Service 
to advise the committee concerning this highway? 

Mr. Jensen. Yes. The Secretary, Mr. Culp, will ask the National 
Park Service why an item for this road in Olympic National Park 
was not included in the budget. 

Mr. Westianp. I am sure it would be a great help to me if this 
committee would ask the Park Service about that. 

Mr. JenseN. We shall do that, I will assure you, Congressman. 

(Discussion off the record.) 

Mr. Westuanp. All right, sir, thank you very much. 


Mr. Jensen. Thank you, sir; we are very glad to have the infor- 
mation you have given us. 


Wepnespay, ApRIL 28, 1954. 


GuenpDo, Hanover, AND Biurr Units 
WITNESS 


HON. WILLIAM HENRY HARRISON, A REPRESENTATIVE IN CONG- 
GRESS FROM THE STATE OF WYOMING 


Mr. Jensen. Our colleague, Congressman Harrison of Wyoming, 
would like to say a few words at this time. 

Mr. Harrison. Mr. Chairman, the Glendo unit of the Missouri 
River Basin project is located on the North Platte River near Glendo, 
Wyo. It consists of the Glendo Dam and Reservoir with the 24,000- 
kilowatt Glendo powerplant and the 48,000-kilowatt Fremont Canyon 
parvernens. Construction of the Glendo unit is urgently needed. 

he unit has been ready for construction for several years. Construc- 
tion has been delayed, however, pending agreement among the States 
of Nebraska, Wyoming, and Colorado with respect to the project and 
its operation. These three States are now in full agreement. A report 
from the Secretary of the Interior was transmitted to the Congress on 
io 2 which shows the agreement among the States and the findings 
of the Secretary with respect to the project. The way is now clear 
for construction to be initiated. 
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There is a steadily increasing demand for electric energy in the area 
which is far outstripping the present supply. This situation is further 
aggravated by the increasing demands for pumping power for irrigation 

urposes and the requirements of the oil industry. This urgent need 
i electric energy would be eased by the addition of over 300 million 
kilowatt-hours annually from the Glendo unit. 

In addition to producing power, this unit would conserve water 
for the irrigation of 40,000 acres of land. The natural flow of the 
North Platte River is not sufficient to supply fully the irrigation canals 
already constructed in the area. In dry years, when supplemental 
water is needed, there is little or none available. The much needed 
supplemental irrigation water made possible then by storage in the 
Glendo Reservoir would be a big boost to the growth and economic 
stability of the area. 

The Glendo unit, in addition to producing electric energy and storing 
much-needed irrigation water, would alleviate the very serious silting 
roblem in connection with the Guernsey Reservoir, which is rapidly 
ing with silt and already has lost 40 percent of its active storage. 

Other related purposes which would be served by construction of the 
unit include pollution abatement, fish and wildlife conservation, and 
improvement of the quality of municipal and domestic water. It is 
my understanding that preconstruction work is well advanced and 
that construction could be started in the matter of a few months. I 
can think of no more worthy or more needed project than the Glendo 
unit. 

HANOVER AND BLUFF UNITS, WYOMING 


The Hanover and Bluff units of the Missouri River Basin project 
are located along the Big Horn River in north central Wyoming, near 
the city of Worland. These two small irrigation pumping units are 
adjacent but on opposite sides of the river and should be considered 
together. There are, in fact, certain works which serve both units. 
The 2 units would serve a total of about 7,400 acres, most of which is 
presently irrigated, but with an inadequate supply. There are about 
6,150 acres in the Hanover unit and about 1,250 acres in the Bluff 
unit. 

There is an existing irrigation economy in the area. In recent years, 
there has been a rapid increase in population in the area due to the 
natural gas and petroleum industries. Supplemental water mapolice 
are required to maintain the existing agricultural economy and sup- 
port the established livestock industry. The irrigated land would 
supply winter wheat for livestock. ; 

it is my understanding that all preconstruction work has been com- 
pleted on both of these units. The detailed studies indicate that both 
units are justified with benefits exceeding costs by almost 2 to 1. 
The irrigation districts are existing and have adopted resolutions 
urging early construction. The construction of these 2 units, which 
are estimated to cost only $3,386,000 together could be initiated very 
quickly and the projects completed in a year or two so that the area 
can begin benefiting therefrom. 

I believe the Hanover and Bluff units are worthy projects and con- 
struction should proceed at the earliest possible date. 

Mr. Jensen. Thank you, sir. 
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TUBERCULOSIS IN ALASKA 
WITNESSES 


Cc, EARL ALBRECHT, COMMISSIONER OF HEALTH IN ALASKA 
JAMES R. SHAW, CHIEF, BRANCH OF HEALTH, BUREAU OF INDIAN 


DON ee PRESIDENT, SEATTLE (WASH.) CHAMBER OF COM- 
MER 


Dr. Atprecut. For the record, my name is Dr. C. Earl Albrecht. 

Mr. JensEN. The doctor is Commissioner of Health of Alaska 
and with him is Dr. Shaw, Chief of the Branch of Health of the 
Bureau of Indian Affairs. 

Dr. AuBrecur. I appreciate the opportunity very much of coming 
before your committee. 

Mr. JenseN. You know, of course, Doctor, that Dr. Fenton here 
is the fellow who handles the health problems for this committee, 
so you talk to him. 

r. ALBRECHT. I am very well aware of that. I know this commit- 
tee has heard a great deal over the years of the tuberculosis problem 
in Alaska, particularly among the Indians. A great deal has been 
done, through the help of this committee, but the problem is not yet 
under control to the extent we can be in any way satisfied. Much 
more needs to be done. 


HIGH TB RATE IN ALASKA 


Recently a very plausible adjunct to the fighting of tuberculosis 
has come to our attention which is very sound and worth while. I 
will pass around this chart which shows Alaska at the top of all 
States having a very high incidence of tuberculosis. If we were to 
take just the native people of Alaska, the death rate would move off 
that chart, because the death rate is over 400 per 100,000. This map 
of Alaska demonstrates the areas in blue where the incidence is so 
very high, they are along the Arctic Ocean and the Bering Sea, 
among the Eskimos. 


HOSPITAL BEDS NEEDED 


Mr. Jensen. Doctor, we know that story pretty well. Off the 
record. 

(Discussion off the record.) 

Dr. Ausrecur. On the specific point that Mr. Jensen is referring to, 
about getting additional hospital beds, we have learned that in the 
State of Washington they have so well cared for their tuberculosis 

roblem that they have 1,100 tuberculosis beds empty because they 

ave now cut their death rate to one-sixth of what it used to be, in a 
matter of about 7 years. They have indicated to us, their neighbors 
in Alaska, that they would be willing to take under contract some of 
these Eskimos and take care of them. 

The significance of that, gentlemen, is that the hospitals in Ng 
ton State are staffed, they are equipped and ready to operate. e 
understand that between now and the first of the year the Bureau of 
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Indian Affairs could get as many as 500 or 600 beds immediately to 
take care of these people. 

One other important point is regard to this is that it will eliminate 
the need for building additional hospitals in Alaska to meet the 
problem, because we do not have enough beds yet to get on top of the 
tuberculosis situation. There are many thousands living at home 
who are spreading the disease and are continuing to make matters 
worse. e will have to be working on the problem for many, many 

ears. 
* We have indications, however, that with the 800 patients that we 
now have in hospitals in Alaska we are in certain areas beginning to 
control the problem. But in that blue area where the death rate is 
so high we must do more. 

We are asking that consideration be given to using those beds in 
the State of Washington. You may ak why it is so urgent that it 
must be decided immediately. The answer to that is that in Washing- 
ton those hospitals are staffed and are ready to go. If they are not 
going to be used, Dr. Kahl, the Commissioner of Health, and his 
assistants have told me they would have to lay off their staff because 
they do not have the tuberculosis cases to use those beds. 


TB IN THE ALASKA NATIONAL GUARD 


Along the coast line of Alaska the Army has the Alaska Scouts under 
the Alaska National Guard. There ars two battalions of them. 

Mr. Jensen. Do you want that on the record? 

Dr. AvBrecut. I think I can put it on the record. I do not give 
the strength. These Eskimo Scouts are considered by the Depart- 
ment of Defense as an extremely valuable adjunct in their defense 
program. They have so stated and have so written and expressed 
their concern. They have requested our Governor and other officials 
of the Government “Fone to do all they can to correct the tuberculosis 
situation in the areas from which these men are coming. 

I can also state that the rate among those troops of active tubercu- 
losis reached 10 percent, a shocking figure, and worse than that, those 
10 percent must be discharged from the National Guard. 

I shall be glad to get more figures for you to substantiate that. Dr. 
Shaw and I both have many other figures we could give you here if 
you want to ask questions about it. 

Do you have anything you want to add? 


WAITING LIST 


Dr. SHaw. Only to agree wholeheartedly with everything the doctor 
has said. We have, as you are aware, I am sure, expanded our tuber- 
culosis nen this year because of the opening of the Anchorage 
Hospitel where we have 200 patients at present with 300 tuberculosis 
beds. In November of last year we had 280 tuberculosis patients and 
in February we had 480 in all Alaska hospitals operated by the Bureau. 

We have been considering additional beds for tuberculosis in the 
preliminary work on the 1956 budget, but Dr. Albrecht and the State 
of Washington situation have brought the subject up earlier than we 
had anticipated. 

There are on the waiting list in Alaska at least 475 natives that we 
know of with active tuberculosis waiting to get into the hsopitals. 
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This waiting list has built up as the result of a relatively small case- 
finding program, and we feel that an active comprehensive case-finding 
program throughout the Territory could produce approximately 2,500 
cases. 

As to new cases that were found last year, 20,211 X-rays were taken, 
and 3% percent of them showed active tuberculosis. Dr. Hynson and 
his group in the Juneau office estimated, and I think conservatively, 
that 8 percent of the population that we are responsible for would 
show positive tuberculosis on X-rays. 

Mr. Jensen. Dr. Shaw, Dr. Fenton is in a big hurry to get away, 
and I think he has some questions to ask you. 

Mr. Fenton. I would certainly like to hear the whole thing. I 
think we can get together again, Doctor, but I am in too much of a 
hurry to get away at the present time. I would like to talk to you 
personally about those things. 


ESTIMATE OF COST 


Have you arrived at any estimate of how much this would cost? 

Dr. SHaw. We have some experience behind us. In the State of 
Washington at present we have contracts with the State and with a 
number of other sanatoria. Our average cost is $9.41 per hospital- 
day for bed care. Including the cost of transportation, it adds about 
60 cents, making a total of approximately $10 per day, or $4,000 per 
year per hospital bed. 

The average length of stay of the Alaskan natives in the hospital 
is 355 days. Less than 3 percent of them leave against medical advice. 
I think this is excellent, and shows the interest and willingness of the 
patient to continue until he is cured. 

Dr. Atprecut. Dr. Fenton, I have only one comment to add. We 
have what is called a tuberculosis case register in which we keep the 
names and the details about each case of tuberculosis that we find. 

On December 31, 1953, we had 5,667 names in that file. Of these 
the natives that were known active, 1,803, and inactive, or probably 
inactive, 1,686, and that extends from primary to far advanced cases. 
We have all of those detailed figures and the number of cases available 
in our case register. The figure of 475 are patients processed with all 
of the papers ready for immediate hospitalization but there is an 
additional 1,300 more that could be processed. So, if we could get, 
say, 500 or 600 beds, we would really be getting on top of the problem. 

Mr. Fenton. Do you have a budget estimate for this, or have you 
applied for a supplemental? 

Mr. Lewis. Mr. Chairman, I might speak about this right now, 
because this applies both to Territories and the Bureau of Indian 
Affairs. I just learned about this thing. I just came to town last 
night, and I think this matter all came up rather quickly. We are in 
no position to appear here, the matter not having been submitted to 
the Bureau of the Budget. 

Mr. Jensen. May I say right there, Mr. Lewis, that the doctor came 
to my office yesterday and told me about this, and now he has to get 
back home. I said, “While you are here, please come before the 
committee and tell the story because we know it is a big TB problem,” 
and I asked him to talk to you and to talk to Dr. Shaw to have him 
come up here and give this story. 

Now, Doctor, there has been no request for that money at all. 
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This is the beginning of this thing, and I thought while the doctor 
was here he could go over it, with your permission, and then talk to 
the Senate committee, and just put the proposition up to them just 
tike he has here. This thing is going to save money, as I see it, in the 
ong run. 

r. ALBREcHT. There is no question about it. 

Mr. Fenton. This is the same problera we have had for years and 
years, the same as the education problem, but I am rather enthusiastic 
and optimistic in thinking that if you will, Mr. Secretary, and Mr. 
Commissioner, go after this thing as you have the education of the 
children, that we might be able to get somewhere. 

It is a crime that this tuberculosis incidence has continued the 
way it has, which is something that we know we can eradicate if 
given the proper amount of support. Anything these doctors tell 
me I will be glad to cooperate and try to get this TB incidence down, 
and it certainly can be eliminated. 

To go over this thing year after year the way we have gone over it, 
as I have said before, is simply ridiculous from a medical viewpoint. 

Mr. Lewis. Mr. Chairman, do not misunderstand the remark I 
made a moment ago, because I wanted the record to show an answer 
to your question. 

Mr. Jensen. I wanted the committee to know that you are here 
at my request. 

Mr. Lewis. I am delighted that something has developed that 
may open the door to handling this so that we can proceed in an 
orderly manner. 

Mr. Jensen. Is Don Yates here? 

Mr. Yares. Yes. 

Mr. JensEN. You are president of the Seattle Chamber of Com- 
merce? 

Yarsrs. Yes; Mr. Jensen. 

Mr. Jensen. Do you want to speak on this matter? 

Mr. Yares. Yes. 

Mr. Jensen. Go ahead; we will be very glad to hear you. 


WASHINGTON SANITORIA 


Mr. Yares. We are very proud of our record in the'State of Wash- 
ington and of the phenomenal success that our health department has 
had with the treatment of tuberculosis. 

Our sanatoria are about ready to go out of business for lack of 
patients to treat. ; 

The similarity of this problem to the school problem is very great. 

This is my first experience in appearing before a congressional com- 
mittee, and I will go home with a pretty healthy respect for the manner 
in which you conduct your business. The opportunity to deal with 
this problem without a heavy capital investment and at the same time 
to reach into the humanitarian aspects of this thing is.remarkable, 
and it makes a lot of good commonsénse. oF as 

I merely wish to substantiate what has been said here about the 
situation in the State of Washington among our sanitoria. 

It emphasizes the emergency character of it because if these beds 
are not employed in the next 12 months it is my opinion that they 
will be liquidated because there will. be no use for them. It is an 
emergency. 
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By the way, Mr. Chairman, I was born in Iowa. 
r. JENSEN. You were? 

Mr. Yares. Yes. 

Mr. Jensen. Where? 

Mr. Yares. In a town called Logan. 

Mr. Jensen. That is in my District. Logan is the most wonderful 
place in the world, and the minute I saw you I knew there was some- 
thing wonderful about you. 

(Discussion off the record.) 

Dr. Avsprecut. Mr. Chairman, I would like to say this much 
about the cause of the suddenness of this coming up. It came to 
our attention only in February that there were beds being made 
available in the State of Washington, and we got in touch with 
their health department. 

I knew I was coming to Washington later, and we have taken it 
up with Governor Heintzleman and members of the Department 
of the Interior, and they have been most sympathetic and helpful, 
and you have been most kind, Mr. Chairman, to give me the oppor- 
tunity to bring it to your attention. 

Mr. Jensen. I am awfully glad we have had this little hearing, 
and I am very anxious that you inform the members of the Senate 
committee about it, as many of them as you can while you are here. 
Do you not think, Mr. Lewis, and Mr. Emmons, that that would 
be a good thing to do? 

Mr. Lewis. The suggestion coming from you, sir, it is. 

Mr. Jensen. This health matter among the Indians and this 
educational matter has been a most worrisome thing to this com- 
mittee. 

We just felt that we were not getting any place, and the responsi- 
bility to a great degree, we felt, on been on our shoulders. 

Now that we hear of something being done, it makes us feel good; 
we are enthusiastic, we want to work with you, and we want to cooper- 
ate with you. The way things have been going we have just been 
throwing good money after bad. 

Mr. Norrety. Good money after nothing. 

Mr. Jensen. Yes. We have done that year after year, and we have 
been getting no place. Now we see that we are going to get some place. 
I will bet with you that we do because of the ved ater Se of Mr. Emmons 
and the full cooperation of you, Mr. Lewis, and the people under Mr. 
Emmons. I knew about this man Emmons, you know, before he came 
here. I have a brother who thinks that there is nobody in the world 
like Glenn Emmons, and he has known him for many years. 

MrgEmmons. That is mutual, Mr. Chairman. 

Mr; Jensen. So, we are pleased to learn that we can spend some 
money here that will save a lot of money in the years to come. There 
is no question about it, and we can do a job for these people who are 
helpless and dependent on Uncle Sam. It gives you a grand feeling to 
know that after all of these years there is some light showing in this 
great problem. 

Is there anything else you wanted to say, Doctor? 

Dr. Ausrecut. I do not believe.so, Mr. Chairman. We have addi- 
tional figures that we will give you if you need them. 

Mr. Jensen. It has been wonderful to have you here, gentlemen. 
Thank you very much. 

Dr. Atsrecut. Thank you, sir 
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WITNESSES 
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HENRY BLALOCK, WASHINGTON, D. C. 
HOMER HILL, ST. LOUIS, MO. 


PURCHASE OF POWER AND WHEELING CHARGES FROM COOPERATIVES 


Mr. JENSEN. The committee will come to order. 

We have before us Mr. Truman Green, manager of the Central 
Electric Power Co-op, H. G. Templeton, E. E. Karns, J. P. McClana- 
han, Steve A, Schauwecker, F. A. Martz, Lloyd Evans, C. E. Boulson, 
J. W. Haugh, Henry Blalock, and Homer Hill; all of whom are interested 
in the power problem of the southwestern area as it relates to agree- 
ments which are now being negotiated between the G. and T. Co-ops, 
the private utilities, and the Southwestern Power Administration. 

I must say that a slip-up was made when the committee did not hear 
the gentlemen during the regular hearings. Mr. Truman Green had 
written me in the latter part of April requesting that should the 
Southwestern Power Administration submit a supplemental request 
to this committee for the purpose of purchasing power and wheeling 
charges in that area, he and other interested people of the co-ops 
would like to be heard. I made a reply to that letter saying that we 
would comply with that request. 

A supplemental request contained in House Document No. 428 
and dated June 7 was made for $665,000 for this purpose. Assistant 
Secretary of Interior Aandahl appeared before the committee to justify 
that amount, as did Douglas Wright, Administrator of the South- 
western Power Administration. They appeared last Tuesday, June 
15. 

It had completely slipped my mind that Mr. Truman Green had 
requested to be heard. Since no request had been made after the 
budget request for this supplemental was received by this subcom- 
mittee, from Mr. Green or anyone else from the co-ops or the private 
utilities in that area and since Mr. Green’s previous request had 
slipped my mind the committee went ahead and marked up the 
supplemental bill, which included consideration of the request for the 
Southwestern Power Administration. 

When Mr. Green called me a few days ago and reminded me of 'the 
fact that he had written me requesting this hearing, I immediatel 
called the clerk of the committee and we set the hearing for 2 o’cloc 
today. Here we are now. Mr. Green and his assogiates are here. 
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I might say that the Senate allowed an additional $1,712,000 for 

urchase of power and wheeling in the southwestern power area. 

his committee in marking up the bill allowed a smaller amount than 
was allowed by the Senate. 

The conferees have the authority to operate between those two 
figures. They can either agree on the full amount which the Senate 
cleaved, or on the amount which the House allowed, or on any amount 
in between those two figures. 

Now, Mr. Green, of course the thing this committee wants to know 
above all else is the amount that you gentlemen feel is necessary to 
carry on your business in a businesslike manner during fiscal year 1955. 

I must say that this committee has the responsibility, as every 
Member of Congress does, to see to it that that figure is held to the 
amount which can be justified before it will be taken out of the pockets 
of the American people to finally meet this condition which exists 
down there is the Southwestern Power area. 

No doubt you have some figures and some information which you 
feel this committee should have so that we may have the information 
that ws need to act fairly and properly on this matter. So you may 

roceed. 
" Mr. Green. Well, Mr. Chairman, I am Truman Green, manager 
of the Central Electric Power Co-op, Jefferson City, which is one of 
the cooperatives with these contracts with the SPA. 

Let me give a very brief background leading up to this, and then 
we will go into why we think the funds are justified. 

Last year, after our lease contracts became inoperative because 
there were no funds provided for that purpose, we immediately went 
to the Interior Department and worked out an interim contract. 
Such interim contract was to be used and operated under during the 
time that we would be in negotiation with other power suppliers in 
the area and other systems, to try to work out other methods to 
accomplish the integration necessary down there to make this thing 
work under some other arrangement than the old lease contracts we 
had all the time. 

We worked out that interim agreement with Interior on a basis 
where they would pay us some wheeling and purchase some steam 
power from our plant to firm up their hydro power. At the time we 
worked out that interim agreement we economically had this result 
from the interim agreement: We were able with the loads that we 
had, in the way the system operated under that interim agreement, 
to be in an economic position to make our operating expenses and 
approximately 25 to 30 percent of our actual interest and amortiza- 
tion as it accumulated through the REA, which meant that even 
under the interim arrangement we were not actually making ends 
meet but we were partially making ends meet. 

Of course, the Interior Department under that arrangement was 
making very little on its hydro power, also, which we understood. 

Nevertheless, we felt that that interim arrangement would at least 
tide us over a little for this reason: We had until November of this 

ear before actual debt service and amortization was due on our REA 
oan. It becomes due in November. Now, we assumed through 
that interim period accumulating about 25 percent to one-third of 
that, and by the time it came due in November we would be able to 
pay some of it. 
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Mr. JensEN. Would you mind telling us how much that is? 

Mr. Green. Our average interest and amortization to REA, when 
it starts in November, will be approximately $600,000 a year on our 
co-op alone. You understand there are others. 

Mr. Jensen. What is the total? All of you are in the same boat, 
are you not? 

r. GREEN. Yes, except for maybe some varying dates. Maybe 
—_ comes due a month or so earlier than ours, or a month or so 
ater. 

Mr. Jensen. What is the total your G. and T. group is under 
obligation to pay each year? Do you know offhand? 

r. Green. I would say on the order of about $1% million, or 
maybe a little more than that, for interest and amortization. 

Mr. Jensen. Is that about right, would you say? 

Mr. Buatock. That is what it will amount to. It probably will 
not amount to that in the current year. 

Mr. Green. Not until November, when we start. 

Mr. Jensen. How many companies are included? 

Mr. Green. We have 5 G. and T. cooperatives involved in this 
situation. 

Mr. Jensen. Name them, please. 

Mr. Green. We have the Northwest Power Cooperative at Cam- 
eron, Mo. We have the KAMO Power Cooperative at Vinita, Okla. 
We have the Western Farmers Electric Cooperative at Anadarko, 
Okla. We have the Sho-Me Power Cooperative at Marshfield, Mo. 
And we have the Central Electric Power Cooperative at Jefferson 
City, Mo. 

Those five are involved in this area directly or indirectly. For 
instance, Sho-Me has been a member of Central, but it is a separate 
organization itself. Directly or indirectly we are all in the same boat. 

Mr. Jensen. Are all of those cooperatives represented here today? 

Mr. Green. Yes, sir; they are all here today. 

Mr. Jensen. All right. 

Mr. Green. Roughly speaking this interim contract, if carried on 
through next year, will. give us just about the same thing. All of us 
together will still be on the order of 25 or 30 percent of just our 
interest and amortization, plus our out-of-pocket regular operating 
expenses. We have to make those. 

ou can see from that that the interim arrangement does not make 
any money for us. In fact, it is difficult for us to get by on it. We 
think if we can get by on that arrangement and carry over next year 
or up until the time we get permanent contracts worked out and in 
effect we will still make out all right. 

Mr. Jensen. You asked for $1,712,000, Mr. Green? 

Mr. Green. Yes, sir. 

Mr. Jensen. You just told me your payments would amount to 
only about $1% million total for all these cooperatives. 

Mr. Green. Something like that. 

Mr. JeNsEN. How do you reconcile those figures? 

Mr. Green. Well, you will remember we have as much more again 
in operating expense. We have to buy coal. We have all of our 
transmission expense. 

Mr. Jensen. That is what I am trying to find out. 
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Mr. Green. We have that much more again in operating expense, 
—— expense, besides just the interest and amortization. 
So we have to make our out-of-pocket expense. 

Mr. JENSEN. What does your operation and maintenance amount 
to on those five companies? 

Mr. Green. I believe I will ask Mr. Blalock to show that. Will 
you show those charts? 

Mr. Buatock. Yes. 

Mr. Jensen. According to the hearing you only requested 
$1,622,000. 

Mr. Green. That was revised slightly after that was sent in for 
this reason: Interior agreed to pay instead of 5% mills for power to 
betes Oklahoma up to 6% mills. They changed that figure slightly 
upward. 

Mr. Jensen. Up to $1,712,000? 

Mr. Green. That is right. 

Mr. Jensen. You finally reported to the Senate committee you 
would need $1,712,000? 

Mr. Green. That is right, sir, in the place of this amount here, 
because it was changed slightly due to that change in rate. 

Mr. Jensen. In place of the figure of $1,622,000 as originally 
requested. 

r. GREEN. Yes, sir. 

Mr. Jensen. All right. What is the total operation and mainte- 
nance cost of your five cooperatives involved here, approximately? 

Mr. Green. On these charts here we have that very figure we 
would like to show you. We have two separate sets of figures. One 
is for the four co-ops in Missouri on that sheet, and then we have 
another sheet which takes western Oklahoma by itself. 

Mr. Jensen. Can you put these figures together and show the total 
that the five companies will expect to expend for operation and 
maintenance in fiscal 1955? 

Mr. Buatocx. Mr. Chairman, my name is Henry W. Blalock, 
special assistant to the three G. and T. co-ops; Western Farmers 

lectric Co-op, Anadarko, Okla.; Central Electric Power Cooperative 
at Jefferson City, Mo.; and the Northwest Electric Power Cooperative 
at Cameron, Mo. 

I appear here somewhat in a new role, because heretofore I have 
been with the Southwestern Power Administration when I appeared 
before this committee, and now I am with these gentlemen. 

Mr. Jensen. Yes; I remember you very well, Mr. Blalock. 

Mr. Buatock. This first chart, Mr. is an attempt to 
ive you some idea of the position the Central and Northwest Electric 
ower Cooperatives will be in in the fiscal year 1955. 
Mr. Green. Mr. Blalock, let me break in right there. In this 
st is included the KAMO and Sho-Me combined. These are the 

issouri systems, all four combined, because under the interim con- 
tract we were talking about the four of us going together and pooling 
everything under an operating arrangement, because we were all 
interconnected right there in Missouri. These are all 4 together, the 
4 co-ops in Missouri. 

Mr. Jensen. They are all involved? 

Mr. Green. Those figures represent all four. 

Mr. Jensen. And the other? 
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Mr. Green. The other is by itself because it is out in western 
Oklahoma, separate. 


Mr. Buatock. Thank you, Mr. Green. 

You will notice on the left-hand side I have attempted to show the 
income for these four cooperatives in Missouri. First, they hope to 
sell to their members $2,340,660 worth of power next year. They 
hope to sell to the Government $672,000. And they hope the Gov- 
ernment will pay them for wheeling power for the Government 
$508,000. And then they will have a deficit of $1,491,536; making a 
total of sales to the members, sales to the Government, wheeling for 
the Government, and a deficit of $5,012,196. 

On the other side of this balance sheet we find a generation cost 
amounting to $2,257,920. 


Mr. Jensen. Is that pretty much in line with what it is costing 
at the present time? 

Mr. GreeEN. Yes, sir; that is based on our anticipated average load 
for next year, from July 1 to July 1. 

Mr. Jensen. How does it compare with your generation expense for 
fiscal 1953 and the estimate for 1954? 

Mr. Green. We just started up last year. We have had only part 
of a year’s operation. 

Mr. Jensen. Only part of a year in full operation? 

Mr. Green. Yes, sir. 

Mr. Jensen. The amount you set out, $2,257,920, is in line with 
what you contemplate now is going to be your generation expense for 
1954. 

Mr. Green. That is our expense for coal, water, labor, and all those 
things to generate power in our powerplants. 

Mr. Jensen. What I am asking is this: Is that in line with what 
your operating expense is going to be, as nearly as you can anticipate 
it now! 

Mr. Green. That is our very best estimate. 

Mr. Jensen. We only have about 10 days left in fiscal 1954. 

Mr. Green. Yes. 

Mr. Jensen. You should know pretty close what your generating 
expense was for 1954. 

r. GREEN. We do; very close. 

Mr. Jensen. That figure of $2,257,920 is in line with what you know 
now your generation expense is going to be for fiscal 1954? 

Mr. GREEN. Yes, sir. 

Mr. Biatock. Would it not be true to say, Mr. Green, that figure 
was derived upon experience of the partial operation last year? 

Mr. Green. That is right. It has been derived in the last few 
months of our operation, based on what operation we have had. 

Mr. Jensen. All right. 

Mr. Buatock. It is actually based upon operation and not upon 
theory. 

Mr. Green. Yes. 

Mr. Buatock. The transmission cost was derived in the same way, 
Mr. Chairman. 

Of course, having not had a full-year’s operation, but based upon 
the experience, the best estimate is that the transmission cost next 
year will be $670,416. 

Mr. JenseEN. Is that about what it has been this year? 
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Mr. Green. In the proportion to what we had energized. All this 
system was only partially energized during the year. 

Mr. Jensen. All right. ’ 

Mr. Buatock. We hope that we will purchase from the Government 
$943,500. If that is true, Mr. Chairman, and if you relate that to 
these two figures over here,- for the sales to the Government and 
wheeling for the Government, we will be buying from the Govern- 
ment nearly as much as the Government will owe us. There is not 
too much difference. That is $943,000, and this would be a little over 
$1.1 million. We would be buying from the Government nearly as 
much as the Government will be selling us; so it is pretty much an 
offset there. 

Then the interest and amortization is based upon the average; is 
that right? 

Mr. Green. That starts November 1 now. 

Mr. Buatock. That will be $1,340,360. If that were based on the 
maximum of the interest and amortization that would be probably 
nearer $1% million, but that is an average figure for interest and amor- 
tization. 

That totals to the $5,012,196. 

Mr. Jensen. What is the difference going to be in your rates, both 
the rates that you will be charged, if any, by the Government, and 
your purchasing of power from private utilities. You do that, do you 
not? 

Mr. GREEN. No, we are not interconnected with private utilities. 
We are negotiating. 

Mr. JENSEN. That is right. 

Mr. Green. You mean if we get those completed? 

Mr. JENSEN. Yes. 

Mr. Green. We do not know yet. 

Mr. JeNsEN. You do not know what the rate will be? 

Mr. Green. No. 

Mr. Jensen. You have talked about it a lot, have you not? 

Mr. Green. With the private utilities? 

Mr. Jensen. Yes. 

Mr. Green. We do not know for sure, no. 

Mr. Jensen. I know you do not know for sure. 

Mr. Green. The figure we have so far is about twice as hight as 
what we expected to have under our old contracts, but that is a 
preliminary figure and it is not final. That ‘s what it looks like so far. 

Mr. Jensen. How are your proposed rates for 1955, compared with 


the present rates to your customers? 


Mr. Green. Our rates will be the same as they are right now. 

Mr. Jensen. What is that rate? 

Mr. Green. By averaging the sales to our distribution co-ops at 
their substations, the rate is around 9 mills. That is without payin 
for the full interest and »smortization. If we had to pay the ful 
interest and amortization on this we would be up on the order of 11 
or 12 mills. 

Since our interest and amortization do not start until November and 
we are accumulating a little now we think we can still get by this year 
with around 9 mills, if we get this appropriation like we are asking 
for now. If we do not, something else has to happen. We have 
geared everything to fit these interim contracts. 
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Mr. Buatock. Mr. Chairman, I think it is apparent that if the 
Government does not do this amount of business, a little over $1.4 
million with these four co-ops, that either their deficit will be larger 
or else they will have to materially raise their rates to their members 
so as to increase the income from this figure here. 

Mr. Jensen. Here is the thing that this committee must consider: 
You have in that area sufficient power-producing facilities to furnish 
power to everyone who needs power in the foreseeable future, right 
now. You have the transmission lines and facilities, or you will have 
when you get your transmission lines built that are now in progress, 
to wheel that power and to integrate Federal power with the G. and 
T. power, with municipal power and with pr vate utility power. 

The thing that is holding you back now in these negotiations is the 
connections which must be made between all these different power 
units which I have just mentioned and the rates which must be agreed 
upon in order to be equitable to all concerned. 

Now, after your agreements have been entered into and the con- 
nections made, which without a doubt will be equitable to all concerned 
and will be on a basis that will give the G. and T.’s sufficient revenue 
to meet all their obligations, then it will not be necessary for the 
taxpayers of America to subsidize this whole grid system any longer. 

Now, you folks have been in negotiations to accomplish that pur- 
pose for quite some time, for over a year or a year and a half. 

In reading the report made by Ancher Nelsen, the Administrator 
of the REA, it would appear that you have most of your tough prob- 
lems nearly all ironed out and agreed to. How long do you anticipate 
it will be until you sign that agreement with the private utilities and 
with the REA? 

Mr. Green. Well, we ran into a lot of complications down there 
on the physical setup, on top of the fact that there are two or three 
Mp that have not been agreed to, and then there is the rate. 

n general, speaking mainly only for Central, in our negotiations there 
are two things in principle that have not been ironed out with the 
companies. One of them is that the companies want to lease part of 
the lines, which we cannot quite go along with. We cannot under- 
stand why they need to lease them. Another one is that they want 
some arrangement of dual rates, of some restrictive language of some 
kind to prevent the co-op from serving certain types of loads in the 
rural areas. All the co-ops are holding out for and want to do is 
serve only those loads as provided by the REA Act, which we think 
our loan documents are based on. That is all we are asking. The 
companies have not gone along with that, sir. 

Those are two things. Then there are the rates. We have not 

tten down to a final rate negotiation yet. One big drawback is 

ecause Interior itself has never told us what they are going to charge 
for power at the dam yet. 

Mr. Jensen. Of course you have to take this whole condition into 
consideration. The Interior Department does not set the rate; they 
may set it but the Power Commission approves it. 

Mr. Green. Yes. 

Mr. Jensen. The Department is now making an investigation and 
a study of the power rates, what they should be, in order to pay out 
according to law. 
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Mr. Green. Yes. 

Mr. JensEN. After they complete the study the Federal Power 
Commission will study that and it is the Federal Power Commis- 
sion’s function to either approve or disapprove so the Interior Depart- 
ment is not in position at this time to give us testimony of what the 
rates are going to be. ‘ 

I understand that they hope to have that later before fiscal year 
1955. We cannot blame the Depattinent of the Interior for not giving 
us all this information; I do not think it is possible, but we do hope 
that before a very long time, they will have it. They have a lot of 
other things to do. They have many other problems, not comparable 
problems, but other problems in many other places. 

Mr. Green. That is right, although this is the biggest criteria in 
the negotiation of this one. 

Mr. JensEN. I understand because the rate is going to determine 
the amount of revenue that they can take in naturally. 

Mr. Green. I would like to read what Mr. Aandahl said, and this 
was out at Kansas City last week. This was a letter, and in talkin 
about the negotiations, he said that this is the type of thing we sheeld 
move rather slowly on; that we should have several weeks or months 
to analyze the arrangement because we are doing something here 
which represents quite a change in the basic philosophy from that 
that existed before, and we want to have an arrangement worked 
out which will be economically feasible so that the electric service 
will be available, and we want to move slowly enough so that every- 
body feels some degree of confidence in the new arrangement. 

Mr. Jensen. I think that is a fine statement. 

Mr. Green. And consequently, and even soon after he made this 
statement, we have had some engineering problems come up, so that 
we need to have a few months in order to get ready. 

Outside of even the signing of the contract, if we could do that 
tomorrow, we still would not have the interconnections all put in. 
So we think it would take at least a year. 

Here is the testimony where this thing was covered in some detail 
before the Senate committee. 

Mr. JENSEN. Before you go into that, let me say something off 
the record. 

(Off the record discussion.) 

Mr. Green. Here is what the vice president of the company said: 

I want to make it very cléar that the companies fully recognize the longtime 
need for the appropriation of funds to in some way tide Central over the interim 
period, and until the physical interconnections of the Central and the companies 
can be effected and operations begun under the contract now in negotiation. 

With respect to the amount of time required as considered in negotiations, to 
effect the physical interconnections, such interconnection will require large trans- 
formers on which delivery of approximately one year— 
which means that if we were to sign up tomorrow, we would still need 
a year before we could put the contract into effect. 

Mr. Jensen. | am telling you that no utility has opposed this 
request. 

Mr. Green. No. 

(Off the record discussion. ) : 
Mr. Green. Mr. Chairman, we feel like this is a very minimu 
that we can request; this is the minimum that we are going to be able 
to get by with; otherwise, I do not know what position it will put us in, 
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but I do know that we are going to be in an awfully bad fix in negotiat- 
ing with these companies if we are going to be put in the position of 
going bankrupt in trying to operate. 

Mr. JeNSEN. You are not going to go into bankruptcy. You have 

ot a good REA Administrator who absolutely is 1,000 percent for the 

EA’s, and for everything that is right, and if you should be foreed— 
if you were not able to meet your obligations right on time, he is not 
Fong to foreclose on you, and this committee is not going to see the 

EA’s suffer, but we do not like to appropriate a larger sum than is 
necessary at this time. 

Congress is going to be in session next January again and by that 
time you are going to know how this thing turns out, dollarwise and 
every other way. That is only 2 months after November, and of 
course in the meantime, we certainly hope that no one is going to drag 
their feet in getting these several agreements worked out. 

Mr. Green. That is what we are working for. 

Mr. Jensen. After all, we ought not to have to continue appro- 
priating the taxpayers’ money for this thing which is purely a subsidy. 

Mr. eo, N ot all of this is a abside, because by this you will 
note there is some $508,000 that we are furnishing, that the Govern- 
ment could not get if we did not have this facility in that area, and 
for which, perhaps, they would have to pay in order to get this service, 
as indicated by this line (indicating). Tt might be a little larger or a 
little less, but this is a service that the Government is getting through 
the use of this facility there for some time, and until after this is 
worked out 

Mr. Jensen. But there is another way of looking at that, because 
with the private utility selling power, there is a payroll, with the 
State and Federal tax. There is a lot of money that comes back to 
the State Treasury and to the local treasury and to the Federal 
Treasury from the revenue that comes into the hands of private 
utilities, which offsets any loss of the high rates the utilities must 
charge, higher than the Federal Government is going to charge. 

Mr. Buatock. The cooperative pays taxes. 

Mr. Green. Yes, the cooperative pays taxes. 

Mr. Buatock. It does not pay Federal income tax, but the other 
things it pays, the other taxes. 

r. JENSEN. You do not pay a State tax, do you? 

Mr. Green. Yes. 

Mr. Buatock. State and local taxes. 

Mr. JensEN. You do in that area? 

Mr. Buatock. Yes. 

Mr. Jensen. You do pay a State tax? 

Mr. Green. Yes. 

Mr. Jensen. The same as everybody else? 

. Buatock. As everybody else, excluding income taxes. We pay 


Mr 
the property tax. 
Mr. y; ENSEN. The same as other corporations? 

Mr. Green. Yes. 

Mr. Buatock. The State tax—— 

Mr. Green. We do not have a State income tax on this income. 

Mr. Jensen. You do not have a State income tax? 

Mr. Green. No, not on this business. 

vere JeNsEN. You mean private utilities do not pay State income 
taxes 
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Mr. Green. As far as I know, they do not. 

Mr. Jensen. They do not? 

Mr. Green. The power company is a private utility; and this 
cooperative pays taxes. In other words, I think as much tax as any 
utility, with the exception that we do not pay an income tax because 
we do not have any income on which to pay an income tax. 

Mr. Buatock. I think I should point out to you, Mr. Chairman, 
that these people have gone ahead—if they are going to buy nearly a 
million dollars worth of power, with the needs as developed here, it 
seems to me that they are going to get a dollar value for what is 
being put up here. 

Mr. Jensen. I understand. 

Mr. Buatock. This is a business enterprise. 

Mr. JENSEN. Here is a thing that is difficult for the Members of 
Congress to determine, and that is the amount of money you actually 
need in 1955, because of the fact that neither you nor anyone else 
or when these agreements that you are now working on will be 
signed. 

Mr. Green. Well, as I was trying to develop, if they were signed 
today, it would still take us a long time to get them into the system. 
Mr. JENSEN. Because of the connections you are going to make? 
Mr. GREEN. Yes. 

Mr. Jensen. It will not take you a whole year to make those 
connections will it? 

Mr. Green. Yes, we know that it will take us that long; in other 
words, it would take a year to get them connected up. 

Mr. JensEN. All of them, you mean, get all of the connections in? 

Mr. Green. Yes. 

Mr. Jensen. Well, once you get the connections your revenue 
starts coming in? 

Mr. Green. | do not think all the connections could be made in 
any lesser time. 

r. JENSEN. You do not? 

Mr. Green. No. 

Mr. Buatock. It may be, Mr. Chairman, that a portion of this 
—_ be, and that there could be some partial integration, but I 

oubt it. 

Mr. Green. Even if we had the contracts negotiated next week 
and concluded, we still do not have any operation from which revenue 
will come in until we have these connections. And we think this is 
the minimum figure that we can get by with and pay our debts through 
the next 12 months. 

Mr. Buatock. This is about the situation, Mr. Chairman, that we 
are living on turnips and potatoes. 

Mr. Green. And getting along pretty well, but if we had some- 
thing unusual to come up, we have no cushion to fall back on. If we 
were suddenly hit by some depression 

Mr. Fenron. Off the record. 

(Off the record discussion.) 

Mr. Frenron. On the record. What has caused this condition? 
Mr. Green. Here is what caused the whole condition: 4 years a 
when we left an operating power sales contract with SPA we actually 
expected SPA to come out in 50 years. It was expected over a 50- 
year period to amortize the power facilities at the dam and they ex- 
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pected to pay us the wheeling, less the facilities. Through the sale of 
power over a 50-year period, of course, in the first year it is expected 
that you will lose money, and sometimes lose money heavily, due to 
the fact that you do not have the load connected up during the first 
year, and you expect to lose money for the first few years, and that is 
true in most any business; it does lose money for the first few years. 
Then after about 10 or 12 years of operation, you begin to catch up, 
and for the next 35 years, for the rest of the 35 years, you make money 
to recover what has been invested and pay back what you owe to the 
Government. And certainly at the time this arrangement was made, 
there was no subsidy involved as to that, under the terms of the con- 
tract, considering it on a 35-year basis, not one. Of course, during the 
first year, the Government is going to lose, maybe heavily. But the 
whole study over the last year’s operation was to pay back to the 
Government, with no subsidy involved. And we never assume, and 
nobody in any business would assume it would make money on just 
1 year’s operation. And certainly we know, and I do not think the 
farmers would have gone along with us if they had thought there was 
a subsidy involved. 

Now, here we are in this transition period with this burden on us, 
up until the later years, during which we have not the money and 
during the period when we are in the lean years; that is, the first 5 to 
10 years, or 15 years, and from that time on, I think we will be in 
position where they will be making sufficient money, making their 
own way, without any difficulty. 

But during these first years, the lean years, we see the effect, what 
the old contract did. 

They made this arrangement, of course; they lost money the first 
few years, and will make it back the last few years, and in the long 
run the contract would break even, pay out. If they could not do 
that, then they had the opportunity to raise the rates and the Federal 
Power Commission would approve of their doing that; that was right 
in the agreement; it was in the original agreement, that they had the 
right to raise the rates, and we agreed to that. 

r. JENSEN. The fact of the matter is that some of these fellows, 
after the REA had built a part of it, all they had to do was to give 
them $10 and then they would own the whole transmission line. 

Mr. Green. I understand that it would take an act of Congress 
to do that. 

Mr. Jensen. But in the meantime, some of them thought we 
would have a sort of nationalized operation, socialized operation. 
That is what too many in the Government service expected, that we 
would have a completely socialized Nation. 

Mr. Green. The cooperatives certainly did not want it. 

Mr. Jensen. I know. 

Mr. Green. The cooperatives did not want it. Actually it was 
owned by the operators : 

Mr. Fenton. What is the status now of power in that area? 

Mr. Green. Right now, Congressman Fenton, we are—they are 
putting in powerplants up there right —- In other words, there 
is a powerplant in northwest Missouri which is putting in two 20,000 
units. Those units are almost ready to function. e do not have 
the contractual arrangement and until we can get.the interim con- 


nections to go ahead 
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Mr. Fenton. They are ready? 

Mr. Green. They are ready and are hookjpg them up, under a 
temporary arrangement here, that the Gover.kep,,/"s furnishing the 
hydroelectric power, so that this northwest cooperative can hook up 
its lines. What they are doing now is getting the load built up on it. 
And, by July 1, why the whole thing will be in operation, except for 
contractural arrangement with the Government that we have now, 
so that is a part of this interim situation. 

Mr. Fenton. How many dams does Southwestern have? 

Mr. Green. I do not know; they must have about six. I would 
have to check to be sure. 

Mr. Fenton. All producing power? 

Mr. Green. No. I understand that there is one that is not 
producing power because of low water, I understand. I think Mark 
Ferry Dam is low on water. The others, I think, are producing 
power all the time now. 

Mr. Fenron. Is there a sufficient amount of power in that area? 

Mr. Jensen. You remember, Dr. Fenton, this committee insisted 
on those dams being tied together? 

Mr. Fenton. Yes. » 

Mr. Jensen. And they are tied together. , 2 

Mr. Green. They are tied together. 

Mr. JENSEN. Because we anticipated this very thing, that if they 
had a drought in this area and one dam was without water, that the 
rest of the dams with powerplants in them could pick up that load 
and avoid the sort of thing that is happening today in many places. 

Mr. GREEN. Yes. 

Mr. Fenton. What I would like to ask, Mr. Chairman, is whether 
these dams are sound structures? 

Mr. Jensen. Yes, they are good risks. 

Mr. Green. I think so. Of course that was a Government figure, 
and I think you gentlemen know what caused the cooperatives in that 
matter to deal with the Government, and now it has blown up. 
Now, we think the thinking over here is that the rates they had were 
attractive enough to sell. 

Now, we have got in western Oklahoma a situation which is slightly 
different—— 

Mr. Jensen. Before you go on to that, are you through, Dr. 
Fenton? 

Mr. Fenton. I just want to know whether this one dam you are 
talking about was a sound business, or whether or not the people are 
price from that, and you have to pay a proportionate share because 
of that? 

Mr. Green. Yes, and I am sure that the rates will have to be fixed 
so they will be able to pay whatever it is; we have got to make the 
rates—— 

Mr. Fenton. What I am trying to find out is—— 

Mr. Green. Whether we are going to pay off for the dam? ’ 

Mr. Fenton. If the.rates are increased, then they will be calling 
on the farmers? . 

Mr. Green. And they will have to pay for them. 

Mr. Fenton. Just let me make this observation, that they should 
be very careful about future dams to find out what they are going to 
be able to produce. 


412 


Mr. Buatock. May I just say this, Mr. Chairman, that we know 
that that dam in Sowtbevest did not have sufficient water or sufficient 
storage, and that thop are running at a low factor, we will say 20 to 
50 percent, and J think you do know that when you combine them 
with steam; that is, combine the hydroelectric plant with the steam; 
that is, with that combination, you will get a lower cost power than 
either steam operation or hydroelectric operation. 

Mr. Jensen. That is the purpose of it. 

Mr. Green. Than water by itself. 

Mr. Biatock. But in that area, at least powerwise, by having a 
large quantity, at least, of low-cost fuel for steam generation, and at 
the same time by virtue of the fact that you do have this low-cost 
steam power, combined with low-cost hydroelectric power, will result 
in giving that area an abundance of low-cost power. 

Mr. Fenron. What is the cost, the low-cost fuel for power you refer 
to? 

Mr. Bratock. Well, gas is costing about, on the average, of 8 to 
14 cents—— 

Mr. Fenton. Gas? 

Mr. Biatock. Yes, natural gas, for this year, with coal somewhat 
higher, and oil somewhat higher than that. I can get you the exact 
figures on that if you would like to have them, showing the cost per 
1 million B. t. u.’s in using gas and coal. 

Mr. Fenron. I do not like to clutter up the record too much, but 
I would be very appreciative if you can get that information for us. 

Mr. Buatock. I will be very glad to do it. 

Mr. Jensen. I think it would be well to put that in the record. 


Mr. Fenton. I wish you would incorporate that in the record. 

Mr. Buatock. I will give you sufficient samples on which you can 
judge what the costs are. 

Mr. Fenron. I would like the cost of that power as compared with 
hydroelectric power. 

Mr. Buatock. Yes; fuel cost with hydroelectric. 

(The information ae Er will be furnished the committee.) 


Mr. Jensen. Hydroelectric power is the highest cost power that you 
can produce? 

Mr. Buatock. Yes. 

Mr. Jensen. One man made that statement who was in the Interior 
Department, and thereafter an engineer for the Central Valley, and he 
really suffered for it. A few years afterward, when he was with the 
Southeastern Power Administration, if you remember, he said it again, 
and he had about the same experience. He said, of course, that the 
highest power—highest priced power that can be produced is hydro- 
electric power, and he suffered from that statement. God rest his 
soul. He was honest. He has gone to his reward, but I think he was 
correct. 

Mr. Buatock. If you use it, where it is supposed to be produced— 
that is a different situation. 

Mr. Fenton. Is there any other comparabiearea of the same kind 
that you have for the people in the Southwest? 

Mr. Green. Yes; in western Oklahoma;we have had a situation to 
develop more problems—— sat 

Mr. Fenton. I mean like this? 


413 


Mr. Green. In the western Oklahoma problem, which is one like 
we are talking about here, it is somewhat different; I do not know 
too much about it. Perhaps Mr. Karnes can take that. 

Mr. JenseN. Just a moment, Mr. Norrell has some questions, I 
believe. . 

Mr. Norrett. I have a few questions, Mr. Chairman. 

I have always been very much interested, Mr. Green, in the REA’s. 
I happen to have been a member of the legislature i in Arkansas at the 
time the REA law was passed. I introduced and sponsored the REA 
bill in the State legislature; one of the first REA’s to be organized was 
in my district. So far as I know, or have heard, the REA’s are in 

reater trouble in Missouri than in any other State in the Southwest. 
s that correct? 

Mr. Green. Yes. 

Mr. Norrewu. Dr. Blablock is from Arkansas and he can correct 
me if I am in error, so far as that State is concerned, but the REA’s 
down there are in good shape. I know of no REA that will not make 
its payments when the payments mature, and probably before ma- 
turit 

I eehiti from your statement here that if the Government should 

ive these four REA’s all of the power you are buying from the 
overnment, you still would have a deficit of $548,000 plus in the 
next fiscal year? 

Mr. GREEN. Yes. 

Mr. Norretu. That is a tremendously unbalanced budget. 

Mr. Green. Yes. 

Mr. Norrewvu. Those dams all over the southwest are flood-control 
dams as are others throughout the country, and the power revenue 
returns are based on firm power, but power, of course, that the 
Government does not own. In other words, in justifying Bull Shoals, 
it was said that power would bear so much of the bill and the estimate 
was made on firm power, but that firm power was not owned by the 
Government; is that correct? 

Mr. Buatock. That is correct. 

Mr. Norre.u. We are using this power that is being generated by 
our dams in Arkansas. Am I correct in saying that effort was made in 
Missouri and in Arkansas to obtain REA owned firm power. In 
Arkansas, the REA’s tried that out and failed. 

I have always taken the position that the REA’s did have statutory 
authority to construct steam plants; they have sought to do what you 
did in Missouri. 

Mr. Green. Yes. 

Mr. Norre.u. Now, is it true or is it not true—and I want your 
opinion on this—that really and truly what is causing your trouble 
today is the fact that they have constructed steam plants and possibly 
you have transmission lines that are so costly that you are unable, by 
virtue of that construction, to meet your amortization costs. 

Mr. Green. That is right. 

Mr. Norrewu. Was there any inducement by the Government for 
you to build those steam plants, do you know, or to construct those 
transmission lines, some of which maybe you could have gotten along 
very well without? 

Mr. Green. No, Congressman, there was no inducement; what 
inducement there was—— 
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Mr. NorreE.t (interposing). Did they influence you in any way? 

Mr. Green. No way except the results of the construction to the 
cooperatives made a good deal with the Government to get the 
schedule A rate of power for the cooperatives which was an excellent 
inducement to the cooperatives to sign the contract. 

Mr. Norrewu. Of course, frankly, we are all keenly interested in 
the cooperatives. 

Mr. Green. Yes. 

Mr. Norre.i. Would you say it was a mistake to construct the 
steam plants, and maybe some of the transmission lines? 

Mr. Green. Well, I would not say that, Congressman Norrell, 
because even now, and I think many of the utilities who have been 
looking ahead, think they should have been built. 

Mr. Norre.u. They will buy them, and they can use them, and 
they can make a success out of them? 

Mr. Green. You will remember, Mr. Norrell, that under the 
contract with the Government, the Government was going to 
make—— 

Mr. Norrety. You mean, the Government—— 

Mr. Green. The Southwestern Power. 

Mr. Norrevu. Yes. They entered into a contract, and did not 
seek the advice of this committee. Otherwise, I think we would have 
told them to go slowly. Now, with reference to Southwestern Power, 
you understand I am going along for a little while in this emergency 
type of legislation here, because this committee does want to be 


helpful, but we cannot go along very much longer; at least, I cannot. 
Something has ee to happen. 
es. 


Mr. GREEN. 

Mr. Norret, So far as I am concerned, I am not going to go along 
with a policy of subsidizing the REA’s for any long period, longer than 
l year. If you dd not enter into a contract, and if you are not able to 
make a satisfactory kind of deal with anybody, then what will happen? 

Mr. Green. Well, Congressman Norrell, unless we can negotiate 
some arrangements with Interior and the SPA, and up until now the 
rates have dragged along, and perhaps that is one of the difficult 

Mr. Norreu. Thinking it would be extended, that is, the earlier 
payments may be given a longer period of time. You think that 
would be helpful. 

Mr. Green. That would help, I think. 

Mr. Norreu. The other way would be to declare that the loans 
were due and will be payable, and I assume they would have to take 
some course along the line of foreclosing, I do not know. 

Mr. I just interpose—— 

Mr. NorreE.t (continuing). But I do not like to justify the construc- 
tion of these facilities in Missouri, when, soon after they were com- 

leted, the statement here shows that they have gone about $1.5 mil- 
ion in the red. 

Now it looks like that may be evidence that you overconstructed 
yourself. 

Mr. Green. Let me make this explanation, if I may. 

Mr. Norre.w. Yes. 

Mr. Green. We have put more money into power than we would 
have had to do if we had not had to have a contract with the Govern- 
ment in loaning more money. 
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Mr. Norre.u. Well, I will admit that. I would rather term it the 
Southwestern Power Administration; because I do not think the 
Government had anything to do with it except as it now has through 
the Southwestern Power Administration. 

What I am trying to get at is this: Were the contracts induced 
through the cooperatives to construct the steam plants? Is that true? 

Mr. Green. The result of the inducement was getting the rates 
down to the cooperatives. 

Mr. Norreti. And they were getting steam plants constructed 
and operated by the REA’s, maybe under their control, for a certain 
period of time, and that is the really big problem in the Southwestern 
Power Administration? 

Mr. Green. Not in the plan that we have. 

Mr. Norretu. And you never intended these steam plants? 

Mr. Green. No. 

Mr. Norreiu. You do not expect this committee then to appro- 
priate any money for the Southwestern Power Administration which 
bees nothing more than an outright subsidy in favor of steam 

ants: 

. Mr. Green. I did not; at that time, I do not know of any coopera- 
tive that knew there was any subsidy involved at all, if there was. 

Mr. Norre.t. If we should subsidize each REA in the Nation in 
proportion to what you are asking a subsidy for these 4, not only for 
1 year, but from here on out, do you think that would be sound use 
of the taxpayers’ money; do you think we should do that? 

Mr. Green. The trouble here in this thing is that the cooperatives 
do not feel that there was any money left. Whether the Government 
has willed it so or not, that is what the cooperatives have thought. 

Mr. Norre.u. The Government was not permitting the South- 
western Power Administration to build steam plants. We never did 
approve of the Government building steam plants; we never objected 
to it, but we considered that they had no statutory authority. It was 
not the objection of this committee; it was the fact that there was 
lack of statutory authority to build steam plants, and we could not 
appropriate any money or recommend the appropriation of any 
money, since they are not authorized. 

Now, there is no authorization anywhere that I know of under which 
we can provide money for subsidizing the REA’s, even as much as 
I like the REA’s. When they get caught in some difficulty and need 
some help, I, like other members of the committee, am willing to go 
along for a short period of time, but if you want it any longer than 
that, in my judgment you are going to have to go to the legislative 
committee that has jurisdiction, the Committee on Agriculture, to 
get authority for it. 

Mr. Green. Well, we intend to, and I think this is strictly an 
interim situation. 

Mr. Norrewvi. You would be in good shape, would you not, if you 
did not have this steam plant to pay for? 

Mr. Jensen. Plants. How many have you? 

Mr. Green. There are two or more; one in Oklahoma. 

Mr. Norretyi. You would not have been in trouble if you did not 
have the law authorizing you to construct the steam plants? 
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Mr. Green. I do not see hardly how the SPA could” economically 
produce the power at all without hydroelectricity combined with 
steam, with the high-priced power of hydroelectric. 

Mr. Norre i. You would not be in financial trouble, though, if 
you did not have that steam plant today; would you? 

Mr. Green. No, I would not say that. 

Mr. Norre.i. Why is that not true? 

Mr. Green. Because combining that steam with hydro’still is go- 
ing to be the cheapest way power can be made. 

Mr. Norrevy. You are talking about the cheapest way? 

Mr. Green. Yes. 

Mr. Norretu. But if you did not have the steam plant you would 
not be in financial trouble? 

Mr. Green. No, we would not have any trouble if there were no 
facility. 

Mr. Norre tt. If you did not have to pay for the steam plant you 
would not be in financial trouble today? 

Mr. Green. I cannot say we would not be. I do not know. 

Mir. Norrevi. Were you in good financial condition before you 

t it? 

O° Mr. Green. No. No, we were not in good financial condition at 
all. Our co-ops were not. They were paying 13, 14, or 16 mills for 
power. They were in very poor condition. 

Mr. Norreu. Did not Mr. Wickard allow this loan only after you 
presented him with a good, sound financial statement? 

Mr. Green. Certainly, based on the contract we had with SPA. 
They were as sound as a dollar. 

r. Norrecy. Did you know when you made that contract that 
SPA was not a creature of the Congress, but that the Secretary of the 
Interior decided one morning he would create something called the 
Southwestern Power Administration, and so you bet your economic 
life on the continuance of that not as a creature of Congress but as a 
creature of the Secretary of the Interior. 

Mr. Green. Well, I do not think anybody had any other judgment. 
I think Congress knew this was going on all along. In fact, I think 

ou fellows appropriated funds for some lines around Springfield that 
ad to be tied into this very thing. Everybody knew it was going 
along. Until last year nobody seemed to find much fault. 

Mr. Norre.y. Mr. Chairman, there is one more thing and then I 
will be through. I would feel a lot better, if there was a mistake, if 
they would come before us and admit it. 

Mr. Green. I think SPA made the mistake all right. 

Mr. Buatock. Mr. Norrell, I think I could shed some light on this. 
The core of the problem is that the facilities which are now fully 
constructed are not fully utilized. If they had an outlet for all the 
generation at the plant and had the full capacity of this long trans- 
mission line used fully then they would not be in financial trouble. 

I think I could say this: You will recall, Mr. ‘Norrell, a number of 
years ago at one of the SPA hearings you were surprised at the lack 
of heavy transmission lines in southern and central Missouri. You 
asked that Mr. Wright’s map be made a part of the record; and, as 
I recall, it was printed in the record to show the great scarcity of 
transmission lines in the Missouri area. That is true. 
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These are the only two big lines running out from those dams up 
into Missouri. Each one of them can carry from 80 to 100,000 
kilowatts of capacity into an area that badly needs this. ‘They are 
like the modern dual highways, where you carry an enormous amount 
of motor traffic, but today there is very little traffic on those high- 
ways. However, those highways are strategically located. ‘They are 
needed. ‘The volume of traffic is there to move over them, to pay the 
cost of those highways, but it is merely a matter of working out the 
contractual arrangements whereby that volumes of traffic can move 
over those highways and pay the toll so that the owners of the high- 
ways can meet their obligations. 

Mr. Norreuu. Dr. Blalock, if you were using your own money you 
would not construct facilities which would create in your operations 
a deficit of $1} million a year out of about $5 million of capital income, 
would you? 

Let me ask you this one question and I will be through, Mr. Chair- 
man. I recommended 7 or 8 years ago to the Southwestern Power 
Administration that they come into Congress with a legislative bill 
ac: that the Southwestern Power Administration build stream 

ants. 

7 Was it not the duty of the Southwestern Power Administration, 
if they wanted to build steam plants, to come to Congress with an 
enactment to that effect? 

Off the record. 

(Discussion off the record.) 

Mr. Norrewi. That is all, Mr. Chairman. 

Mr. Jensen. I may say that this committee has been very con- 
sistent in trying to see to it that Uncle Sam kept his word. We 
have a mighty good record on that score. 

As conservative as this committee tries to be, we have on several 
occasions made Uncle Sam keep his word. Uncle Sam had an ironclad 
contract with water users in 3 different areas of the United States, 
on 3 irrigation projects, and they said, ‘‘We will do this for this much 
money,” and they spelled it all out. Then they spent the money for 
administration, for operation and maintenance, and fer every other 
thing you could imagine, and they ran out of money. . Then they 
went to the water users and said: ‘You are going to have to sign up 
for an additional amount, millions of dollars, because we have run 
on money. We cannot do this job for the money we said we 
could.”’ 

Of course, construction costs had gone up, but they had no escape 
clause whatever in their contract. We took those contracts and read 
them. The water users sent their representatives to this committee, 
and they had their contracts. We had them examined. They were 
airtight. They said: “Uncle Sam says we will do so much for so 
much money.” 

Do you know what this committee did? We said: ‘Uncle Sam is 
going to keep his word. Now, Mr. Bureau of Reclamation, you finish 
that job just as you agreed to do it for these people.” 

And, by golly, they finished the job. It cost Uncle Sam to do that, 
but at least Uncle Sam kept his word, and we saw to it that he kept 
his word. 

Now, this instance is very comparable. An agent of an agency of 
Uncle Sam went down and made a contract with the G and T’s. We 
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do not have to go over that contract again, but he said, “This is what 
we will do,” and the contract was airtight. After the G and T’s are 
all paid out, their obligation is paid off and all that, all the transmis- 
sion lines will belong to Southwest Power. That does not square with 
the American way of doing things. So this committee says to itself, 
“The G and T’s have been treated mighty badly down there, and we 
are going to see to it that they are treated like good Americans should 
be treated by their Uncle Sam.” 

And that is the only reason why this committee will go along and 
Ebates this money which you folks need. So the Government 
of the United States said, ‘No; that contract must be canceled out.’’ 
But that put quite a load on this committee and that put quite a load 
on the G. ond T’s., when they said that, so we have had to work 
this thing out as best we could. ‘That is why we have a good reason 
and a mighty valid reason for helping out the REA co-ops just like 
we helped out these irrigators when Uncle Sam tried not to keep his 
word to them. So I think we are consistent, Mr. Norrell, in doing 
what we have done. 

Mr. Norre tu. I think so, too. 

Mr. Jensen. If the American people knew this whole thing like we 
know it, on this whole problem, they would say to the committee: 
“You are doing right.” 

Mr. Green. Well, all of our G. and T.’s, as far as I know—and I 
think I am right in this—are perfectly willing and have been since 
last year to eliminate every objectionable feature in that contract, 
every one of them. There are 3 or 4: the leasing of lines, operating 
of lines, and the option to purchase. They ooh be tickled to death 
to eliminate them at any time. 

Mr. Jensen. The fellow who got you into this contract knew that 
if they could get control of the lines, you fellows oe the plants 
would have no authority whatever, any more than your heart would 
be any good if nature did not tal e care of the blood vessels and send 
that blood through your veins. If you cut off all the veins in your 
body your heart would not be worth much. 

r. Buatock. That holds true, Mr. Chairman, regardless of whom 
you are contracting with, does it not? 

Mr. Jensen. Of course it does. This committee said, “The REA’s 
are not going to be under anybody’s control.” 

Mr. Buatock. I am glad to hear you say that. 

Mr. Jensen. The Government or private utilities or anybody else. 
We are sticking to it. 

That is the sum and substance of the whole problem. We are 
meeting here today, and we are vac pg | glad that you fellows have 
come up. I was anxious to give you a hearing. 

I will, say again, Truman Green, I forgot about your letter and for- 
got about my promise to you. Tam glad you are here. 

Now we will hear from the gentleman from Oklahoma. 

Mr. Green. We have Mr. Karns, from Oklahoma, with the Western 
Farmers Electric. 

Mr. JENSEN. Will you give your name, please? 

Mr. Karns. Elbert E. Karns. 

Mr. Jensen. What is your position? ! 

Mr. Karns. Manager of the Western Farmers Electric Cooperative 
of Anadarko. 
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I would like to talk with you briefly, Mr. Chairman, about some 
of Western’s problems. 

We are hooked up a little bit different from the way the Missouri 
Power Cooperative is, in that SPA built a line to Anadarko. 

Mr. Jensen. I remember that. 

Mr. Karns. A high-voltage line and a 69,000-volt line to Comanche 
Junction, which integrates with our system. We in turn built a 
two-unit steam plant depending upon the SPA lines for supplying the 
peaking capacity. 

But as a little background we turned on the first unit last July 21 
and the second unit August 27. It has taken up until now to cut over 
the substations and get them on the line. We still have about 2 to go, 
and we have 174 miles of line yet to build to complete the originally 
planned system. 

Mr. Jensen. What kilovolt are they? 

Mr. Karns. Sixty-nine thousand. . 

Mr. Jensen. All of them? 

Mr. Karns. Yes; all of them except a small amount around Wood- 
ward, Okla., which is 34,500. 

Mr. JensEeN. What is the average cost per mile? 

Mr. Karns. I would judge pretty close to $7,000. 

Mr. Jensen. That is about average. 

Mr. Karns. That is an estimate on that. It depends on the line. 
Some of the lines have much heavier conductors. Some of them are 
single poles. 

Mr. Jensen. Wood poles? 

Mr. Karns. Yes; they are all wood poles. 

Mr. Jensen. Treated with creosote? 

Mr. Karns. Yes. 

Mr. Jensen. Yellow pine, I suppose? 

Mr. Tempteton. And fir. Mixed. 

Mr. Karns. We figured that next year we would sell this to our 
member co-ops: $580,000 worth of power at our present rate, which 
is averaging about 6.7 mills. It would cost us about $1,220,000 to 
meet our Ohliwations, including actual amortization charges due next 
year, which next year will be running at the rate of $263,000. We 
did not figure any depreciation or any surplus anywhere along the 
way. 

That leaves a difference of $640,000, which is a part of the $1,- 
712,000. Fifteen thousands dollars of that would be for wheeling 
power to two of SPA’s customers, the city of Anadarko and the 
Altus Airbase, which they serve over their facilities; and $625,000 
for the sale of power. 

Last year we sold SPA anywhere from practically nothing, during 
the last 10 or 11 months, as little as $851 worth of juice, on up to as 
much as approximately $38,000 in April of this year. 

The dams filled up down there on May 13, and we have not sold 
them a kilowatt-hour since. We have had rather a generous amount 
of rain out in that area in the last 30 or 40 days, which we are happy 
we got. 

Now, we are selling that power to SPA covering all the peaks on the 
curve on the Oklahoma contract 5 days a week 14 hours a day and 
about 3 hours on Saturday night. I do not know what happened to 
the peak on Sunday night or Monday night, but anyway that was 
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the way we wére doing it and we were selling it at firm power rates. 
We were not getting peaking power rates. 

Mr. Jensen. What is the difference in the rate? 

Mr. Karns. Peaking power to the Government under the Oklahoma 
company contract is worth 7 mills. We were getting 5.5 up to April 
1 when the contract was renegotiated with Governor Aandahl and 
raised to 6% mills. We still did not get the full value of the peaking 

— the Government, but, as the saying goes, ‘Every little bit 
1elps. 

Mr. Jensen. Is that not about all you can afford to pay for firm 
power? 

Mr. Karns. What is that? 

Mr. Jensen. For hydropower; is around 6% mills or 7 mills about 
all you can pay for hydropower for firming purposes? 

Mr. Karns. That I cannot answer, Mr. Congressman. 

Mr. Jensen. The reason I ask that is that we have a problem in 
the Missouri Valley. I do not like to butt in on your presentation 
here, but when the power rates were set for the Missouri Valley, which 
covers about one-sixth of the United States, they set them at 5% 
mills, and that has been about 7 or 8 years ago. Of course, con- 
struction costs have gone up about 190 percent since then. That 
5% mills was based on construction costs at that time. So we have 
this problem. If we raise our hydrorates 100 percent we will price 
the hydropower out of the market. They just could not buy it. 

Therefore, I asked an engineer of the REA in Minnesota, when 
they were here at the hearing last spring, how much they could afford 
to pay in his estimation for hydropower from the Missouri Valley 
project, and he said that they could not afford to buy hydropower 
and pay more than 7 mills. They simply could not buy it. So we 
have that problem to cope with. It is 7% mills, with the present rate 
of construction costs. We are still constructing there. We still 
have a lot of dams to construct in the Missouri Valley, at 7% mills, 
and we cannot pay out according to law. But if we charge more 
than 7! mills we cannot sell it. You see, we have a headache there, 
too. We just had to work that thing out. 

That is why I asked you how much you thought you could afford 
to pay for hydropower. 

Mr. Karns. Well, I had not gone into that. We were selling steam 
power to SPA to use in conjunction with the Oklahoma contract, 
which SPA has. There may be someone in the room who knows what 
hydro power is worth in the Southwest area. Do you know that, 
Mr. Blalock, for peaking purposes? 

Mr. Buatock. I have not quite completed my analysis to that point 
but I can supply that a little later. 

Mr. Jensen. You gentlemen, as I see it, are going to have to 
figure that out. Of course, there is one thing about it. You have all 
your hydro plants built, so you are not going to have much more of a 

roblem down there. You are awfully lucky that you have your 
ydro plants built. 

We have a lot of them yet to go, big ones where construction is not 
even started, in the Missouri Valley, and they are authorized. 

Mr. Green. Yes. 

Mr. Jensen. We have spent a lot of money for plans and specifica- 
tions and so on, and they are getting ready. This year we are supply- 
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some construction money for them, both in this committee and 
in the Civil Functions Committee for the Army engineers. But I 
imagine that that problem is not going to be much of a problem down 
there. The chances are that your hydro rates can be held at about 
what they are now, so you are in a pretty fortunate position in that 
respect. 

Mr. Gruen. We hope so, anyhow. 

Mr. Karns. This is the way I analyze this problem, Congressman: 
We are seeking to sell SPA next year 100 billion kilowatt-hours during 
the 12-month period, which SPA, we believe, can use. SPA has 
written to 13 municipalities and 6 REA-financed cooperatives, last 
February, telling them: 

You cannot complete your contract demand. Anything else you need get some- 
where else. 

That is substantially what the letter means to me. 

It is an admitted fact in this area that the hydro is of very little 
value without steam to go with it. 

Mr. Jensen. Yes, that is right. 

Mr. Karns. With this steam which we can produce and sell into 
the SPA system, they in turn could serve these preference customers 
that they have pretty sore down there right now because they put the 
lid on them, and some others, perhaps, that they have not served yet, 
by buying our steam and making the hydro power go further for peak- 
ing purposes. 

As I understand the SPA arrangement, it works something like this: 
The money they received from the sale of power is returned to the 
Federal Treasury. That is why Congress has had to appropriate 
money for SPA to operate. 

Mr. Jensen. That is right. 

Mr. Karns. If the co-ops had to do that, the Administrator would 
have to come before you every year, or We , would, and turn all of our 
receipts back to the Government and say, “We need some income 
to pay our help with.” We would sell this power to SPA within the 
limits of the fair value of the power in Oklahoma, which we could use 
to produce revenue and to return receipts back to the Federal Treas- 
ury. 

It does not add up, to my mind, as a liability on the taxpayer. If 
SPA could keep her receipts she would not be before this committee 
today. 

Mr. Norreu. Yes, but you have to collect as much money as 
you appropriate, so that it will be equal. 

Mr. Karns. I think it would fairly nearly equal out. It would 
im considerable arithmetic, Congressman, to arrive at the facts on 
that. 

We are in about this shape: It is no different from many, many 
other power co-ops that REA has financed, and the whole host of 
distribution co-ops. In the earlier years they always built the facili- 
ties a little bigger than the assured load. It takes a little growing 
period for the crue and other users to build up their nem We 
were hit with something else down there while all of this was going 
on, that I do not think was exactly anticipated. Henry Templeton, 
the president of our board of directors, is here with me and knows 
that. We have had a pretty severe drought down there for the last 
2 or 3 years. 
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As I told you earlier, it started raining about 30 days ago. When 
that drought was on, the farmer was not doing much about equipping 
himself to use electricity, for which I do not blame him. He had to 

t along by being careful. That caused our load development to 

e a little out of schedule. 

In building transmission lines you have to build them heavy ahead 
of time, because they are not replaceable as easily as distribution 
lines. If you build them with the same kind of engineering sense you 
use on distribution lines, you will go broke fast, because on the dis- 
tribution lines you can rephase them. You can add a conductor or 
change some single phase to a V-phase and heavy-up the carrying 
capacity. 

That is likewise true with a substation. If you have a 500-kilowatt 
load you are going to have next year, if you would put in a 500- 
kilowatt transformer you would be making a mistake. Those trans- 
formers are costly, and you should figure on using them for many 
years. You would probably bring in a 1,500 to 2,000-kilowatt 
transformer, figuring to take care of your load growth. 

On your generators that is likewise true. You cannot change 
those out economically. All you can do is add more. So you start 
with some surpius generating capacity. 

It has been the history of the REA program that everything that 
was ever built was overloaded in 4 or 5 or 6 or 7 years. 

You fellows are familiar with the Darien Power Co-op, I am sure. 
They have had to rebuild their prewar transmission lines, 44,000-volt, 
up to 69,000 and perhaps higher. 

We look at this as a business arrangement. We will sell SPA 


power over and above the needs of our member co-ops while they are 
growing. SPA in turn will serve perme customers with it to a 


great advantage by firming up the hydropower in these dams. If we 
were talking about Grand Coulee, that reasoning would not work. 
There is plenty of water there to run the turbines 24 hours a day. 
but in this area we are not blessed with that much water. 

As I say, we look at this as a business arrangement. We wound up 
under these SPA contracts in pretty sorry shape. We figure on having 
to operate the lines, so REA did not loan the power co-ops money for 
trucks, tools, hot-line sticks, and all the paraphernalia it takes to 
make the thing work. Each of us has had to add that equipment. 
Each of us, thrown separately, creates a different problem than SPA 
operating it as a large utility. 

Mr. Jensen. You have no duplicated facilities that are not neces- 
sary? 

Mr. Karns. I do not think so. 

Mr. Jensen. Let me ask you right there: How many miles of 
transmission lines did you say you have to build yet? 

Mr. Karns. We have 174 miles yet to build. 

Mr. Jensen. Off the record. 

(Discussion off the record.) 
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Mr. JunseN. You may proceed. 

Mr. Karns. I believe that is briefly about the information I would 
like to present to this committee. We feel that it will take $640,000 
of the $1,712,000 to do the job during the 12-months period; that we 
would be mighty lucky if we were able to complete our contracts and 
make our interconnections and make it work. 

To summarize, we feel that the Government would get some value 
out of this power that it buys to serve other preference customers 
which will produce revenue under its approved schedule A rates. 

Mr. Jensen. Off the record. 

(Discussion off the record.) 

Mr. Gruen. Congressman, if you will, Mr. Martz is here. 

Mr. Jensen. We would like to hear from all of you. 

Mr. Green. He would be glad to talk. Mr. Martz, please say 
anything that you have on your mind that we have missed. 

{r. Marrz. I do not think they have missed anything, Mr. Chair- 
man. I would like to call your attention to one thing you mentioned 
at the beginning of the hearings. 

Mr. Jensen. With whom are you? 

Mr. Martz. My name is F. A. Martz, manager of the Northwest 
Electric Power Cooperative at Cameron, Mo. 

I believe at the start of the hearing I understood you to say that 
the negotiations we were carrying on now with the companies you 
believed to be over a year old. 

Mr. Jensen. The negotiations you are carrying on now, to come 
to an agreement on your contract between the Southwestern Power 
Administration and the private utilities and the G. and T.’s have 
been going on for about a year and a half, have they not? 

Mr. Martz. I wanted to correct that, Mr. Chairman. I think it 
is quite important. 

Mr. Jensen. All right. 

Mr. Martz. Last October was the first time that we invited all of 
the companies in the area to be present to see if we could work out a 
solution. We started in October at Springfield, Mo., with all the 
companies in the area, together with all the G. and T.’s. It was 
several months following that before we finally determined that in 
order to negotiate an agreement with the individual cooperatives it 
would be necessary that we negotiate as individuals rather than as a 
group. In other words, we were feeling our way along. 

Mr. JeNsEN. Yes. 

Mr. Marrz. So, actually, we have been in negotiations only since 
the first part of October. 

Mr. Jensen. I know you are right now, because you did not start 
these negotiations until after the conference report was out between 
the House and Senate committees. 

Mr. Marrz. That is correct. 

Mr. Jensen. And the bill was signed by the President. 

Mr. Marrz. That is correct, sir. Now, it will be a year this coming 
October since we first got together with a joint meeting. 
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In our negotiations with the company we are talking about a 
20-year period. That is a long time for a power contract. 

Mr. JensEN. That is right. 

Mr. Marrz. There are many pitfalls along the way, because none 
of us, neither the companies nor any one of us, can determine the 
things that may happen over a period of 20 years. If you will just 
look back for 20 years from now, you can see the changes which have 
taken place, so we have been relatively slow. It is not the co-ops, 
particularly, but the companies as well have been slow, because we 
are drafting a contract or a proposal that will extend for at least 20 
years. That is the short term. 

Mr. Jensen. Of course, no doubt you will have a clause in that 
contract which will permit you to review all the rates and all the con- 
ditions that are provided in that contract. 

Mr. Martz. Mr. Chairman, the answer to that question at the 
moment is ‘‘No.” That is one of the tough problems; to determine 
what shall be done and to be sure that the companies and the co- 
operatives are bound together in such a manner that neither one nor 
the other can break the contract if conditions are favorable for doing so. 

Mr. Jensen. I would think that some clause should be inserted in 
that contract. It should not permit either side to break the contract, 
but it seems to me there should be a clause in there, since the contract 
is supposed to carry over a period of 20 years, and certain economic 
conditions would naturally affect some phases of the contract. It 
would seem to me that both sides would be anxious to have a review 
made, and to so amend the contract that it would operate fairly and 
properly between the contracting parties. 

Mr. Mane Let me poimt this out, if 1 may: It is a long thing. 
We have been months talking this thing over, trying to determine 
how to approach it. 

I would like to point this out to you as one of the conditions that 
could happen: With renegotiation or review it is conceivable that the 
hydro rates under which these present contracts are being negotiated 
could be substantially increased to the point that the companies 
could not afford to pay the price for the peaking capacity. Under 
certain conditions those things could happen. Therefore, the com- 

any in turn must have some protection against that thing happening. 
he cooperatives, on the other hand, must be also protected. 

So when you open it up for review for negotiation every 3- or 5-year 
period, suppose that either side, whichever side is affected the most, 
does not want to continue. What do you do? 

Mr. Jensen. Well, of course, I think that would be a very unusual 
situation, because it would be to the detriment of the private utilities 
and the REA’s not to continue the contract. You have to put your 
faith in each other. 

Of course, you cannot evaluate the fiailities of man; that is true. 
But, generally speaking, over a period of vears on a matter of this kind 
you are all in the same soup if a contract of this nature is not continued. 
Certainly I could not anticipate that anybody, either the REA’s or 
the private utilities or the Government, would not be able to get 
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together and correct any deficiency that might arise in a contract of 
this nature. 

Mr. Martz. I just point that out as just one of the problems that 
have to be solved in these negotiations. Naturally, we both recognize 
it as such. 

I can say at this time that there is no major difference at the moment 
in our negotiations with the companies. It is just a matter of finding 
the proper solution to the 20-year contract that we are proposing. 

Another point—and it will be very short because Mr. Green has 
pretty well stated our case. What we are telling you here today, I 
feel personally that I would like to have you contact Mr. Nelsen, in 
whom we have a lot of confidence as Administrator of the Rural 
Electrification Administration, to confirm what we are telling you as 
to our minimum requirements. His engineers have been working 
with us constantly. We leave it to his judgment because we feel 
that Mr. Nelsen has done a splendid job. He has helped us all the 
way through and we asked him this morning, when we were meeting 
with him, if we could make that statement and he said he would be 
very happy for us to do so. 

Mr. Jensen. Are you saying that Mr. Nelsen feels that the full 
amount you ask for is necessary to insure the REAs involved sufficient 
funds for their operations to be continued? 

Mr. Marrz. | do not want to speak for Mr. Nelsen. Let me put 
it this way. We will be very happy to go along with Mr. Nelsen’s 
recommendation. In other words, he knows the condition, he knows 
the figures we have produced, he knows the background and develop- 
ment of those figures, and knows what our financial requirements are, 
and I am perfectly willing, as one of the member cooperatives, to go 
along with his recommendation. 

Mr. Jensen. I may say that I will talk to Mr. Nelsen in the morn- 
ing and see what his position is. 

Mr. Marrz. The other point I would like to make is this: The 
answer to the problem that we are in now is development of load or 
market for our electrical energy. Since the old contracts became 
inoperative, that has hrown the entire burden of developing this market 
onto the G. and T.’s, because under the original contract the market 
for this power was to be developed by SPA. Now we have reversed 
the procedure and it has thrown upon us the problem of developing 
the market for this power. It would seem to me that in order to 
work this thing out to the best advantage there should be some type 
of an operating contract with the utilities. If it is humanly possible 
to do that, that is the solution. If that is not possible, it seems to me 
it will force the cooperatives to go out in a highly competitive market 
and compete for this business, 

That, Mr. Chairman, is all I have to say. 

Mr. Jensen. Mr. Norrell. 

Mr. Norrett. I like his approach. I would like to say that. 

Mr. JENSEN. Does anyone else have anything to say? 

If no one else has anything to say, I want to say I thank you gentle- 
men for appearing here and giving us this information. I think it 
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has been very helpful. We understand your problem, I am sure, 
better than we did before, and we will meet with the conferees in a 
few days. 

Mr. Green. How long do you think it will be before the conferees 
* will meet? 

Mr. Jensen. We have asked for a conference any time now. Off 
the record. 

(Discussion off the record.) 
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SUBCOMMITTEE ON TREASURY DEPARTMENT APPROPRIATIONS 


GORDON CANFIELD, New Jersey, Chairman 
EARL WILSON, Indiana J. VAUGHAN GARY, Virginia 
BENJAMIN F. JAMES, OTTO E. PASSMAN, Louisiana 
Pennsylvania ALFRED D. SIEMINSEI, 
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TREASURY DEPARTMENT 
Monpay, JuNE 14, 1954. 


Unitep States Coast Guarp 


WITNESSES 


VICE ADM. ALFRED C. RICHMOND, COMMANDANT 

REAR ADM. JAMES A. HIRSHFIELD, ASSISTANT COMMANDANT 

CAPT. IRA E. ESKRIDGE, DEPUTY CHIEF OF STAFF 

COMDR. P. E. TRIMBLE, CHIEF, BUDGET AND COST ANALYSIS 
DIVISION 

COMDR. HOWARD W. SCHLEITER, CHIEF, DESIGN SECTION, CIVIL 
ENGINEERING DIVISION 

W. L. JOHNSON, BUDGET OFFICER, TREASURY DEPARTMENT 


Mr. CanFieLp. The committee will now be in order for the purpose 
of receiving testimony for funds requested in House Document 428, 
dated June 8, 1954, the pertinent part of which will be inserted in the 


record at this point. 
(The statement referred to follows:) 


“Coast GUARD 
‘ACQUISITION, CONSTRUCTION, AND IMPROVEMENTS 


“For an additional amount for ‘‘Acquisition, construction, and 
improvements’’, $4,000,000, to remain available until expended.” 

This proposed supplemental appropriation is required for two projects, as 
follows: 

1. To enable the Coast Guard to increase the coverage of its port security 
gram to include three additional ports. It is estimated that $3,750,000 will be 
required for the construction of eight additional 95-foot boats to patrol the en- 
trances to these ports. 

2. The remainder of the estimate, $250,000, is required for the replacement of 
a portion of the wharf at the Coast Guard base at Ketchikan, Alaska. This part 
of the wharf is of wartime construction and is deteriorating very rapidly. It has 
already reached the point where its usefulness is greatly impaired 


“RETIRED PAY 


“For an additional amount for ‘Retired pay’, $80,000, to be de- 
rived by transfer from the appropriation to the & ast Guard for ‘Operat- 
ina expenses, 1955’.’ 

This draft of a proposed provision is necessary to provide retired pay for a 
larger number of Coast Guard warrant officers than could be anticipated at the 
time the 1955 budget was prepared. Public Law 379, approved May 29, 1954, 
requires retirement of warrant officers with 30 or more years’ service unless these 
warrant officers consent to continue on active duty. Such continued duty, how- 
ever, must be approved by a board of officers, and is in the discretion of the 
Secretary of the Treasury. ; 
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Acquisition, CONSTRUCTION AND IMPROVEMENT 


Mr. Canrietp. At this time, the committee will hear testimony 
from the Coast Guard in support of their request for $4 million for 
“Acquisition, construction, and improvements’ and $80,000 addi- 
tional for ‘Retired pay,” to be derived by transfer from the appro- 
priation to the Coast Guard for “Operating expenses’ in 1955. 

The justification supporting these requests have been received and 
will be made a part of the hearings at this point. 

(The statement referred to follows:) 


Schedule of supplemental appropriations and revised estimates 


. Present appropriation or estimate 
. Additional amounts available 593, 150 


3, 593, 150 


. Less total amount available 3, 593, 150 


Estimated supplemental 
. Date needed: 
For obligation, July 1, 1954. 
For expenditure, July 1, 1954. 
. Estimated expenditures from supplemental: 


In budget 


In current fiscal year 
In next fiscal year 
After next fiscal year 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


1. Purpose and need ~ 


Supplemental funds are requested under this heading to: 

(a) Construct 8 95-foot patrol boats to patrol the harbor entrance at 3 additional 
ports. This is part of the executive plan to extend such patrol to 6 ports, in 
addition to the 10 ports now patrolled; 

(b) Replace badly deteriorated section of the Coast Guard wharf at Ketchikan, 
Alaska, to make the dock reusable for repair and supply support of Coast Guard 
activities in Alaska. 

2. Method of determining amount 


The cost experience gained from the recent construction ot 95-foot patrol boats 
at the Coast Guard Yard at Curtis Bay, Md., has been utilized to determine the 
cost of constructing additional boats. Construction materials valued at $277,000 
left over from the initial project are to be utilized to reduce the cost of the new 
project. The amount required for the dock has been determined by examination 
of dock and piling and estimating cost in terms of construction costs in south- 
eastern Alaska. 

Savings totaling $565,000 from completed projects under this appropriation 
have heen applied to reduce the amount required for the two projects to the 
$4 million requested. 

3. Reason additional funds required 

Patrol craft for harbor entrance patrol functions at 3 of the 6 ports are being 
provided during 1954 by deployment of boats presently being used in the port 
security program. No suitable craft are available for assignment to the remaining 
three ports. Funds presently available, except as indicated, are required to com- 
plete previously authorized urgent projects. 
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|. Explanation of language 
No substantive change in appropriation language is required. 
5. Justification 
(a) Construction of 8 95-foot vessels__-__- _. $4, 315, 000 
A breakdown of the funds required to construct 8 95-foot 
vessels is as follows: 
$2, 927, 000 
Machinery i 1, 296, 000 
Electronics equipment. 240, 000 
Other equipment and supplies = — 104, 000 
Cost for construction of boats. 4,567, 000 
Average cost per boat on the basis that 8 
are to be built on 570, 875 


Administrative expenses ae 25, 000 
Total cost of project _ 4,592, 000 
Less: 
95-foot boat materials on 
hand from prior projects: 
Hull material 152, 000 
— 277, 000 


Net cost for construction of 8 95-foot vessels__ _ 
(b) ——_ badly deteriorated section of wharf at base, Ketchikan, 


This important base, located at Ketchikan, Territory of 
Alaska, is the only repair and supply support facility in the 
17th Coast Guard District which covers Alaska. In addi- 
tion to the normal functions of a base, it is the only facility 
with the capability for servicing all aids to navigation in the 
district. The district supply depot is physically located on 
the base, which serves, therefore, as the shipping and re- 
eeiving point for the logistic requirements of district units. 
The captain of the port office, the electronic repair shop and 
the maintenance and repair detachment are also established 
on the base. Consolidation of these various units at one 
location is based on economy of operation. 

The wharf at the base is composed of 2 sections. The 
northern portion, which was the original wharf built in 
1918, was completely rebuilt in 1948 and is in good condi- 
tion. Because of the serious shortage of creosote pressure- 
treated timber in 1942 when the southern section was re- 
built, it was necessary to use salts-treated and untreated 
timber and pilings and to accept the corresponding short- 
life period. This section has now deteriorated rapidly to 
such an extent that, at the present time, it is unsafe for 
other than light-mobile equipment and light storage. The 
northern half of this deteriorated section provides primary 
access between the shore and the solid north wharf. The 
limited capacity resulting from the deterioration prohibits 
the transfer of heavy equipment from ship to shore and 
seriously reduces the capacity of the base to service heavy 
buoys for the Alaskan area. The deterioration is progress- 
ing so rapidly that immediate replacement is necessary. 

his project provides for the replacement of that portion 
of the deteriorated wharf necessary to maintain access for 
the movement of heavy equipment and loads between ships 
and shore. 


Total cost of projects 
Savings from other prior projects_--__.....------------- 


Net amount requested 


i- 
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d 
4, 315, 000 
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Obligations by objects 


Presently | Revised esti- 
Object classification — mate, 1955 Difference 


U. 8. COAST GUARD 


Full-time equivalent of temporary positions 
Average number of all employees 


01 Personal services: 
Part-time and temporary positions 
Travel 
Transportation of things 
Supplies and materials 
Se 
Lands and structures 
5 Taxes and assessments 
Obligations incurred 1,613, 150 


Mr. Canrie_p. The witnesses present to give testimony in support 
of their requests are Vice Adm. Alfred C. Richmond, Commandant; 
Rear Adm. James A. Hirshfield, Assistant Commandant; Capt. Ira 
E. Eskridge, Deputy Chief of Staff; Comdr. P. E. Trimble, Chief, 
Budget and Cost Analysis Division, and Comdr. Howard W. Schleiter, 
Chief, Design Section, Civil Engineering Division. 


COMMENDATION OF ADMIRAL RICHMOND 


Admiral Richmond, I salute you. It has been the committee’s 

rivilege to have you before us on numerous occasions but this is the 

t time you have come before us as the Commandant of the United 
States Coast Guard. 

We wish to welcome you in your new official capacity and to con- 
gratulate you on receiving the appointment. Your native ability, 
supplemented by excellent training and a wide background of ex- 
perience eminently qualifies you for the position you now hold. 

Down through the years, all of us on this committee have been 
impressed by your presentations on behalf of the Coast Guard, and 
we have enjoyed our experiences in visiting with you and other 
officers of the Coast Guard at various Coast Guard facilities in the 
field, some of them in faraway places. 

This committee expects of you only the best and we know we are 
going to get just that. 

I now yield to Mr. Gary. 

Mr. Gary. Mr. Chairman, in my judgment the Coast Guard has 
been most fortunate during the years that I have had the privilege of 
serving on this committee, in having able officers as Commandant and 
Assistant Commandant. Admiral O’Neill and Admiral Richmond 
made an excellent team. They always made a clear and forceful 
presentation to this committee. We knew what the Coast Guard was 
doing and it has been a privilege to work with them. I am sorry that 
Admiral O’Neill has retired but I am delighted that we had Admiral 
Richmond to step into his place. I am also glad to see Admiral 
Hirshfield elevated to the Assistant Commandant. I think that with 
these two officers, the Coast Guard will enjoy the same able leadership 
in the future that it has experienced in the past. It is a great privilege 
to welcome Admiral Richmond before the committee this afternoon, 


t 
i 
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25, 000 | 20, 000 | 
| 3,992, 600 | 8,725,000 | 
| 1, 510, 355 | 250, 000 
| 5,613,150 | 4, 000, 000 
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as the new Commandant and also Admiral Hirshfield as the new 
Assistant Commandant. I do not believe it is necessary to assure 
them that they will have the absolute cooperation of this com mittee 
in their endeavor to maintain the Coast Guard as one of the most 
efficient and economic agencies of the Federal Government. 

Mr. Mr. James. 

Mr. James. Mr. Chairman, of course, my services with this com- 
mittee have been very much less than those of yourself and Mr. Gary. 
But, having sat with you in this committee and having heard the re- 
quests for funds for the Coast Guard presented in the past 4 years, 
by Admiral O’ Neill, most ably supported by the present Commandant 
of the Coast Guard, I just want to say that my preconceived notions 
of the Coast Guard, before I became a member of this committee, 
have been abandoned and my admiration of, and respect for this 
agency of the Federal Government has been immeasurably heightened 
because of my contact with the gentlemen who are responsible for the 
administration of the Coast Guard. 

I want to echo what you have said, Mr. Chairman, concerning 
Admiral Richmond and his conscientious efforts, at all times, to place 
before this committee in full and complete form, justification for the 
funds requested by the Coast Guard. 

Mr. CanFigevp. Mr. Sieminski. 

Mr. Sreminski. As the junior member of this committee, Admiral 
Richmond, I am delighted to add my personal best wishes to your 
success and that of the Coast Guard. 

I know that our work on this committee has been made not only 
lighter but a pleasure, and more pleasurable because of the expert in- 
formation and the manner in which it was presented to us. 

When I see the controversies raised in the Congress today when 
we are considering legislative matters and see the manner in which 
this committee does its work, it makes me wonder what the difference 
is, but I want you to know that I, personally, realize the quality of 
the leadership and the manpower, and the quality of the manpower 
that you have, which has helped the work of this committee, and 
has helped me personally. I want you to know that it has been a 
pleasure, and I thank you, and I wish you well. 

Mr. Canrietp. Admiral Teche on June 1, 1954, when you 
took the oath of office, both Mr. Gary and I paid you a compliment on 
the floor of the House of Representatives and we also paid deserving 
compliments to the retired leader of the Coast Guard, Admiral O’ Neill. 

At the same time we took note of the fact that Rear Adm. James 
A. Hirshfield had been named Assistant Commandant and as Mr. 
Gary pointed out, we are extremely glad, Admiral Hirshfield, to greet 
vou here today in your new capacity. We know from the record that 

e, like yourself, Admiral Richmond, is dedicated to the best interests 
and the highest traditions of the United States Coast Guard. 

I think it might be well at this point for you, Admiral Richmond, 
to say anything that you want to about what has been said on this 
side of the table, and also to outline briefly for us Admiral Hirshfield’s 
fine background. 

Admiral Ricumonp. Mr. Chairman, I want to thank you and the 
members of the committee for the many fine things that have been 
said here today to the Coast Guard, and, for myself particularly, I 
want to go on record as saying I am most appreciative of the very fine 
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testimonies which Members of Congress, yourself and Mr. Gary, and 
Mr. McCormick and Mr. Boggs said about Admiral O’Neill and me 
on the date of his retirement and my taking over. 

As I indicated to you, a thing like that has a great morale effect on 
the service as a whole, and naturally I would be less than human if I 
did not appreciate the praise. I also appreciate it for the Service 
because the officers in the field who read these words feel that their 
work in the Coast Guard is being recognized, and they, after all, are 
dedicated to the work of the Coast Guard, as we have been. 

Il am happy to introduce to the committee today, and I think it is 
his first appearance before this committee, Admiral Hirshfield, as 
Assistant Commandant. As already indicated, he has an enviable 
record. I think you gentlemen probably are familiar with much 
of his record. He was a classmate of mine; we graduated from the 
same school and I have known him all my life and have watched his 
record, including a great many positions in the Coast Guard, up 
through and to the time of the present job as Assistant Comman- 
dant. I have great confidence in lian: As I said, he has not had the 
pleasure of appearing before this committee, but I think I can assure 
you that he will learn the great pleasure we have in appearing before 
this committee, because it has always been a pleasure to be here. 

He has an outstanding record, both in wartime and peacetime. 
You know of my interest in the Coast Guard, and believe me, when I 
say that, when I recommended him for the position as Assistant 
Commandant, I knew of his ability and I knew he could do the job, 
and that, to me, was the only guaranty that I wanted. And I am 
sure that he will enjoy his appearances before this committee, as I 
have, over the years. 

I would also like to say this, that in your earlier statement, you said 
it has been a pleasure to have learned about the Coast Guard by get- 
ting out into the various units and seeing how we operate. I would 
like you to know that it has been as much pleasure to me as maybe 
it has been to you. I think that is how you can learn to know best 
how the Coast Guard operates, by getting out with the people and 
seeing how they operate, and I hope that this committee will always 
feel free to look into, go to or ask to see, any units of the Coast Guard 
as long as I am Commandant and I am sure that Admiral Hirshfield 
and others will always be only too happy to show you how we oper- 
ate and to demonstrate it for your information. 

Mr. Gary. Off the record, Mr. Chairman. 

(Off the record statement.) 


PORT SECURITY 


Mr. Canrrecp. Admiral, do you have any statement concerning 
the estimates? 

Admiral Ricumonp. Mr. Chairman, I do not have a prepared state- 
ment. As you know, there are three items here: The first and most 
important dollarwise, of course, is that which concerns port security. 
I believe the committee would perhaps get a better understanding of 
the situation if I reviewed the history of this, and, in doing that, I 
will have to make reference to some security matters which I would 
like to discuss off the record, and then later, I can come back and 
answer any questions the committee may want to ask on the record. 
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Mr. Canrrevp. For the purpose of clarity, will you begin at the 
beginning of the program, outline what it is and what it has been, and 
what you expect to do? 

Admiral Ricumonp. That is what I would like to do and to go off 
the record if I may. 

(Off-the-record discussion.) 

Mr. Canrre._p. Admiral, are you prepared now, or do you want to 
go on the record with a general statement? 

Admiral Ricumonp. I may say this on the record, Mr. Chairman—— 

Mr. CanrFretp. Then, on the record. 


ACQUISITION OF PATROL CRAFT FOR HARBOR ENTRANCE PATROL 


Admiral Ricumonp. The first request for appropriation before you 
is for the acquisition of patrol craft for harbor-entrance patrol at 
three ports; namely, New London, Conn., Charleston, S. C., and 
San Diego, Calif. 

The Coast Guard does not have available at the present time vessels 
of the type required at these ports which can be deployed to these 
areas. It will be recalled that several years ago the Coast Guard 
requested an appropriation to build 20 of this type of vessel, and this 
committee appropriated, or recommended the appropriation, of ap- 
proximately half of that which we then requested. We have com- 
pleted building patrol boats under that program and this is to carry 
that program forward. 

Mr. Canrre_p. Admiral, insofar as your request for the fiscal year 
1955 is concerned, and those considered by this subcommittee in those 
hearings, it is true, is it not, that the Coast Guard was allowed all the 
funds requested? 

Admiral RicumMonp. That is correct. 

Mr. CanrieLtp. And 1am sure you know the concern of this com- 
mittee regarding this particular program. It was indicated during 
those hearings, early in the hearings, and since that time, I am sure 
you know that the chairman of this committee, acting in behalf of the 
whole committee, addressed a letter to the Assistant Secretary of the 
Treasury in charge of the Coast Guard emphasizing that matter. 
And from the information we have before us, it is my understanding 
that there are 9 or 10 ports around the perimeter of the United States 
that are patrolled under this program? 

Admiral RicuMonp. There are 10 ports under the basic program. 
Since then we have extended to 3 additional ports, where we could 
give moderately effective patrol by redeploying smaller vessels from 
the inner harbor patrol at the 10 ports. 

Mr. CanFieLp. Under the new executive plan, is it proposed to 
increase the number of boats, to patrol the ports which are to be 
increased to 16? 

Admiral RicumMonp. That is correct. 

Mr. CanFIELp. An increase of six ports? 

Admiral RicumMonp. Yes. 

Mr. Canrietp. And that amount of $3,750,000 now requested is, 
for the major part, the cost of eight 95-foot patrol boats to be used 
in this patrol? 

Admiral Ricumonp. That is correct. 

Mr. CanFieLp. Now, is it correct to assume that later additional 
funds may be requested for three more ports? 
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Admiral Ricumonp. No, there will be no additional funds fo: 
these ports except this, that this request does not include any oper- 
ating costs. It may be that, if the appropriation is made available 
for these vessels and these vessels can be obtained or built as soon as 
we hope, we may have to come back next spring for some operating 
money because we do not man—do not obtain personnel to man—the 
vessel the day it is completed. We have to have about 6 months’ 
lead time. Now, because of the indefiniteness of when the money 
might become available and for other reasons, there has been no 
provision made for additional personnel that would be required to 
man these vessels and facilities. 

Mr. Canrietp. Admiral, as I recall, the committee was informed 
during recent hearings that the cost of the modification of the ocean 
station program, for ships to be laid up, 7 during the fiscal year 1954 
and 4 during the early months of the fiscal year 1955—and I assume 
that these ships are large cutters and could not be very well used in 
the patrol of these ports? 

Admiral Ricumonp. It would not be feasible and it would be 
uneconomical. The vessels that we propose here to use would carry 
a crew of about 15, whereas the vessels you have in mind carry a crew 
of anywhere from 130 to 150. 

Mr. CanrreLp. Were any funds carried in the regular bill for the 
fiscal year 1955 for the construction of patrol boats? 

Admiral Ricumonp. None. 

Mr. Canrretp. How long after you have the appropriation available 
would it take for the construction of these patrol boats? 

Admiral Ricumonp. The last, as I indicated, was the supplemental, 
the 1953 supplemental, and I think the figures indicated the request 
was for the construction of 20, and, as I said, the appropriation was 
for half of that amount. 

Mr. Canrretp. Do you estimate the cost figures as now being 
comparable to the cost figures as related to the more recent type of 
construction? 

Admiral Ricumonp. They were based on the cost figures of the 
vessels, the patrol boats, that we constructed under the program 
which I mentioned. 

Mr. CanrieL_p. They were constructed as patrol boats? 

Admiral Ricnmonp. That is right. 

Mr. Canrietp. In your own facilities, and are they of a special 
type of construction applicable to use in the Coast Guard? 

Admiral Ricumonp. Yes, I might say there is nothing radically 
new is this type of boat. Mr. Chairman, you are familiar with the 
75-foot boat which was developed back in rum-running days. It 
has been gradually lengthened out, increased in speed, and so forth, 
but basically it is still the same boat. Unfortunately, it cannot be 
constructed for the same cost as the early boats were. It has been 
changed from wooden hull to steel and things like that but there is 
nothing radical as far as the type of construction involved is concerned. 

(Off the record discussion. ) 

Mr. Canrietp. You are satisfied that in the building of these 
particular boats for this special Coast Guard purpose and having 
them delivered on time that your own facilities can do as good, if 
not a better job, than perhaps private enterprise can do? 

Admiral Ricumonp. I am. 
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MATERIALS AVAILABLE FROM PREVIOUS CONSTRUCTION PROGRAM 


Mr. CanrieLp. Admiral, does the fact that some $277,000 worth 
of materials were not required for the initial project indicate that 
the estimates may have been liberal, or were savings effected that 
had not been contemplated? 

Admiral RicamMonp. No, sir. The story of why there is the extra 
material is rather a complex one in this respect: This committee 
appropriated money for one prototype patrol boat in the expanded 
search and rescue program for Wake Island. That program has now 
been abandoned, but the boat was built. 

In addition to that, before this program was inaugurated, some of 
the 83-foot patrol boats, the wood hull boats built during the war, 
were turned over to the Navy to be turned over to foreign govern- 
ments. We were given some money—which was permissible under 
the law—to refit those boats, and anything left over could be utilized 
toward replacing the vessels. 

The net result was that this building program, which was handled 
as a whole, consisted of three parts; namely, the prototype boat, which 
I have already mentioned; the funds that became available out of this 
Navy military assistance program; and the port security program. 

Actually we built altogether 12 boats. From the overall planning 
and purchasing standpoint it was more economical to put all the money 
in one pot. The leftover was left over, as I say, from that overall 
picture. 

Another thing is that at the time when we went into these we 
actually thought we could build from the money available 13 boats, 
and bought engines, auxiliaries and hull materials for 13 boats ac- 
cordingly. Then as they developed or were completed on the building 
program it was found we could not complete the 13th boat. 

Mr. Canrietp. Do you have any other surplus materials, such as 
wartime materials or equipment, that have only recently been inven- 
toried and classified? 

Admiral Ricumonp. Yes, sir. 

Mr. Canrietp. Which might be utilized in the construction of these 
new boats? 

Admiral Ricamonp. No, sir, not that could be used in this case, 
other than the materials already specified. 


ADDITIONAL PERSONNEL REQUIRED 


Mr. Canrtexp. If the funds here requested are granted, what effect 
will it have on the personnel required in the overall? 

Admiral Ricumonp. To man these boats we will need for the patrol 
boats 8 commissioned officers and 120 enlisted men. We will need for 
the harbor entrance installation at these 3 ports a total of about 
9 officers, 6 warrant officers, and 56 enlisted men; and approximately 
24 enlisted personnel for support. In other words, any time you take 
on a new job you add a certain amount to your shore installations for 
general support. 

That makes a total additional personnel requirement of 17 com- 
missioned officers, 6 warrant officers, and 200 enlisted personnel. - 

Mr. Canrretp. Where will you get these men, Admiral? Will you 
have to recruit them? 
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Admiral RicumMonp. We will have to recruit them. That is what 
I had reference to when I said if this money is made available to us 
and these vessels become available in time we might in fiscal 1955 
have to recruit the personnel and need additional funds. If there is 
a delay then presumably that money would be requested in the 1956 
appropriation. 

Mr. CanrFievp. Off the record. 

(Discussion off the record.) 

Mr. Canrievp. As I understand it, Admiral, the port patrol pro- 
gram was reduced by the Treasury in presenting its estimates to this 
committee this year, insofar as the shoreside patrol is concerned, 
The outer patrol was affected in no way? 

Admiral Ricumonp. That is correct, sir. 

Mr. Canrretp. What you are doing in this program is an extension 
of that outer patrol in other ports? 

Admiral Ricumonp. Correct, sir. 


SAN JUAN INCIDENT 


Mr. Canrietp. Admiral, what was the incident which occurred 
at or near San Juan, P. R., during which the Coast Guard was called 
into play? 

Admiral Ricumonp. The information was received from presumably 
reliable sources that a merchant vessel which was going to stop at 
San Juan had cargo destined for a Central American country which 
was not as carried on its manifest. In other words, presumably it 
was arms illegally misrepresented. 

On that basis, when the vessel entered the customs waters, the 
customs undertook, with the assistance of the Coast Guard, to have 
the vessel discharge—which they had a perfect right to do once the 
vessel was in territorial waters—its entire cargo for the purpose of 
checking this rumor. As it later developed it was an erroneous 
rumor, in that on investigation the cargo of the particular vessel 
which had been reported was found to be in all respects as indicated 
on the manifest; 

Now off the record. 

(Discussion off the record.) 

Mr. Canrietp. Mr. Gary? 


_ APPROPRIATIONS TO DATE FOR CONSTRUCTION PROGRAM 


Mr. Gary. Admiral, you have stated that previously you requested 
$9 million from this committee for the construction of certain ships. 
The committee at that time, I believe, appropriated $5 million. 

This committee has always been very much interested in the port 
security program and has recognized the importance of it. It is my 
recollection that the reason this committee did not appropriate the 
entire $9 million at the time it was requested was the fact that we 
did not think that within the appropriation period $9 million worth 
of ships could be constructed, ae we appropriated what we thought 
could reasonably be spent during that period and held the other 
up for a subsequent appropriation; is that not correct? 

Admiral Ricumonp. That is correct. That was at least my under- 
standing. I did not appear at those hearings but from the record and 
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discussion with the members of the committee afterward that was 
my impression. 

Mr. Gary. Up until this time those additional ships have not been 
requested? 

Admiral RicumMonp. That is correct, sir. 

Mr. Gary. This is a request for a part of those additional ships? 

Admiral Ricumonp. That is right, sir. 


RECOMMENDATIONS OF INVESTIGATORS 


Mr. Gary. In framing this program have you taken into considera- 
tion the recommendations of our committee investigators who inves- 
tigated this program? 

Admiral RicumMonp. We have, very definitely. If you analyze the 
original request that we came in with, as compared with this present 
request and what we obtained, you would see that although the em- 
phasis has been changed not only as to the various ports involved but 
as to the protection in all of the ports—that is, the type of protection 
—this request is considerably under that as originally contemplated 
when we appeared before the committee, and reflects some of the 
ideas, certainly, that were brought out as a result of the investigators 
going around. 

SAN DIEGO, CALIF. 


Mr. Gary. One of the ports to be supplied with a vessel in this 
program is San Diego, Calif. That port is a center of very extensive 
armed services activities, as well as I recall. 

Admiral RicumMonp. That is correct, sir. 


Mr. Gary. If I am not mistaken when we were in San Diego some 
time ago we were rather astonished to hear that the Army, Navy, 
and Air Force payroll in that city amounted to approximately the 
total appropriation of the Coast Guard spent all over the world; 
is that not correct? 

Admiral Ricumonp. Yes, sir. 

Mr. Gary. I have one other question, Mr. Chairman. 


SURVEY OF PORT SECURITY ACTIVITIES 


Admiral Richmond, reference has been made by the chairman to 
the fact that this committee has been concerned about the reduction 
in the port security activities which are contemplated for next year, 
and as a result it has requested the Coast Guard to survey these 
activities very carefully. Is that survey now being conducted? 

Admiral Ricumonp. It is, sir. In the first place, as I have indi- 
cated, there is a special committee presently set up directed by the 
President, consisting right now of the Assistant Secretary of the Treas- 
ury and the Assistant Secretary of the Navy, who are continually 
reviewing the port security program. 

In addition to that, as the result of the request of this committee, 
I know that Mr. Rose, the Assistant Secretary, is making, with the 
Coast Guard, what you might say is a separate survey to be assured 
that the questions raised by this committee will be kept alive. They 
are fully conversant with the present situation. It is a continuing 
matter all the time. 
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Mr. Gary. I must confess I have been somewhat apprehensive 
since the recent disclosures that they have gotten the size of an effec- 
tive bomb down to the point where apparently it can be carried in a 
suitcase, or a small container. If that is true, it would be compara- 
tively easy for some vessel to bring one of those bombs into one of 
our ports and explode it and do tremendous damage; consequently, 
I think the port security program is becoming more and more a very 
vital part of our national defense program. 

Mr. Canrretp. Mr. James. 


CONSTRUCTION AT COAST GUARD YARD 


Mr. James. Admiral Richmond, going back to this question of your 
building these 95-foot vessels in your own facilities, are the men who 
build these vessels enlisted men, or employed by the Coast Guard for 
the work to be done? 

Admiral Ricumonp. They are civilians employed at the Coast 
Guard yard. In other words, the Coast Guard has over a number of 
pers maintained one yard. Before the war it was primarily a boat- 

uilding yard. The Coast Guard has need of a special type for use as 
a rescue lifeboat that cannot readily be obtained by purchase from 
private contractors because of the unusual standards we require in that 
type of boat. 
uring the war that yard was considerably increased until now it is 
a small industrial plant. We are capable of carrying out efficiently a 
program of this nature. 

Mr. James. You refer to it as a small industrial plant. Does that 
mean when they are not building for you they will build for some pri- 
vate shipping concerns? 

Admiral Ricumonp. No, sir. We are not in competition wich any 
private yards. We would not have the facilities for that type of 
work. We have in some instances taken on small jobs for the Navy, 
and in 1 or 2 cases the Army engineers. 

Mr. James. When you are not building anything there—when you 
have no program for building 95-foot boats or other boats for the 
Navy—there is no payroll then at that yard? 

Admiral Ricumonp. I did not make myself clear. They do quite 
a lot of repair work on our vessels. That is the Coast Guard’s basic 

ard. These building programs that have come along have really 
eveled off some of the humps you always get in any type of repair 
work. We cannot, of course, bring into the Coast Guard yard, as 
ou can see, all of our vessels. We do not want to, for several reasons. 

e attempt to hit a reasonable division of our work between private 
yards and bring them to the Coast Guard yard for certain work that 
we can do better at Curtis Bay. 

In addition to that, we have almost a continuing program of small 
boat work going on there—lifeboats, picket boats, and that sort of 
thing—and that, of course, covers some of the payroll. 

In addition to that, we have over the last few years found it is not 
only desirable but even economical to build some of our buoys, our 
replacement buoys, at the Coast Guard yard so they do a cross-section 
of a lot of different types of work, and over the last few years they have 
been able to keep a fairly steady payroll. 

It would fluctuate somewhat. We have about 1,200 civilian em- 
ployees right now of all sorts—planners on down to laborers. 
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Mr. James. That is what I wanted to develop. I wanted to learn 
whether or not there was any great amount of fluctuation in the civilian 
employment. 

Admiral Ricumonp. In any industrial plant there is bound to be 
some fluctuation, but what we try to do by forward planning is to 
allocate ships in there for repair and hold the employment at a fairly 
steady figure. 

Mr. James. You are probably aware that recently the shipbuilding 
industry in this country has fallen to a pretty dangerous low and there 
has been a considerable amount of criticism in the papers, at least the 
one published near where I live—and I live where there is considerable 
shipbuilding—of the Government doing a lot of shipbuilding work and 
ship repair work that should, or could, very materially help the 
economic situation in the areas where these shipbuilding yards are 
now without any substantial amount of business. 

Admiral Ricumonp. We are quite aware of that, Mr. James. It is 
po ty that I would be very happy to explore with you at your 

eisure. 

I do not think the amount of work that is done at the Coast Guard 
yard, building work, would materially affeét the shipbuilding in any 
particular area. As I say, we have tried to achieve a balance between 
doing all the work ourselves and simply turning it all over to com- 
mercial interests. I can see the position of the shipbuilders, but I 
can also, as a taxpayer, look at our yard in this light: The Govern- 
ment has today a considerable investment at Curtis Bay. It has an 
investment not only in dollars but in trained personnel. Now, it is 
one of these things where there is no easy answer. These people are 
civilians. Frankly, in order to put the work some place else to the 
extent of those civilians, they would be unemployed in the Baltimore 
area and have to go to local shipyards to get jobs. Actually, from a 
national defense standpoint, I think there is something deeper than 
that, and that is our yard represents an investment to us at a time of 
emergency when these same shipyards that are now having a great 
deal of trouble to keep operating would neither take our work nor 
want any part of it, so that to alleviate an economic condition in the 
shipyards, if it really had a material effect, you would be leaving a 
considerable investment of the Government idle and limiting yourself 
in the event of an emergency when you need the facilities. — 

As I pointed out, the Coast Guard plant was essentially a small 
boatbuilding plant with some repair facilities for the ships that went 
in there, but it was a rather small operation. It was the war that 
forced us into a small industrial plant operation. 

Now, we have that operation. We have cut it down considerably 
over what it was during wartime. For example, the yard workload 
in 1953 was $15 million. In 1954 we cut it down to $8 million, and 
for 1955 our estimate is $5 million. That does not include this supple- 
mental. 

Mr. James. The supplemental that we are considering now? 

Admiral Ricumonp. That is right, sir. It has nothing to do with 
these figures. In employment we have dropped from 2,202 in 1953 
to an estimated 700 for 1955. 

Mr. James. That in itself is a considerable fluctuation as far as 
employment is concerned. 

Admiral Ricumonp. It is. 
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Mr. James. I assume most of the civilian employees that are 
working at Curtis Bay are local people. 

Admiral RicamMonp. Very definitely. 

Mr. James. And in order to find jobs when you make cuts of the 
proportion that you have just stated, they bave to seek employment 
some distance from their homes or local communities. 

(Discussion off the record.) 

Mr. Gary. May I say here, I visited the Curtis Bay yard at the 
time they were engaged in the construction of the 40-foot craft for 
which we made appropriations. I found the operations very efficient. 
They had a production line, but instead of the boats moving on con- 
veyors, they had a number of boats, 20 as I recall, cradled side by side, 
and the construction crews rotated from one boat to another. In 
that way one crew would do a certain part of the work on one boat 
and then they would move on to the next while other crews followed. 
This appeared to me to be a very efficient operation. 

I think probably by building these craft in the Curtis Bay yard it 
can be done at a considerable saving to the taxpayer because they 
have a nice setup there and are making the most of it. 


PROTECTION OF NAVAL PROPERTY BY THE COAST GUARD 


Mr. James. Admiral, the port-security requirement is an old sore 
spot with me, and I certainly think it should be provided for to the 
fullest extent possible, but I am still unable to understand why the 
Coast Guard is ion the job of protecting Navy property. 


Last year, as I recall, we either transferred or made an agreement to 
have transferred to you money from the Navy for operating facil- 
ities which the Navy should itself operate—the ocean stations. Why 
would it not be reasonable for the Navy to protect its own property 
with its own vessels bought by their own appropriated money and 
manned by their own personnel? 

Admiral RicuMonp. It would, sir, but I think we are back to the 
same thing that you and I have discussed before, and if you will let 
me ask you a question I think that is the only way I can explain it. 

Suppose that I made the assumption, which would be an awfully 
large assumption, that Philadelphia in itself was not an attractive 
target for an enemy, but the Navy, by virtue of locating their navy 
yard in the vicinity of Philadelphia, «Bae ta endangered the citizens 
of Philadelphia because the navy yard became the attractive target. 
Now then, would you feel in that case that it was up to the Navy to 
protect Philadelphia under those circumstances? 

I think the thing we are differing in, we are not going into any of 
these places that I have mentioned to protect Navy property per se. 
We are going in to protect the port because that port area, by virtue 
of a number of factors—of which the Navy is the one instance that I 
mentioned is one—makes it a potential attack target if somebody is 
out to destroy us. 

Mr. Jamzs. I will have to divide my answer into several parts. 

In the first place, we are accustomed to referring to the services of 
the Coast Guard as a protection of the Reserve Fleet. That term has 
been used here in these hearings. 

Admiral Ricumonp. Unfortunately, but that has more or less been 
epges because that is no longer a consideration in this particular 
problem 
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Mr. James. I| accept the wisdom of dropping that and I agree that 
the area itself, by reason of there being an attractive target there, for 
a great many miles around might suffer a great deal of damage. 

Now, in such case, and taking the city of Philadelphia again as 
an example, under no stretch of the imagination could a 95-foot 
Coast Guard vessel, or a dozen of them, do one single thing to help 
to protect either the navy yard, or the area of Philadelphia and its 
vicinity, from an attack that could do damage to anything but naval 
property because any attack that could do further damage would 
have to come from the air, and we are some 92 miles both ways from 
— water that will support a fighting ship of any size. 

ow then, for that kind of protection, and for protection in all of 
such areas, we are presently building these guided missiles stations. 
We also have antiaircraft batteries set up, one of which I visited in 
= own district on Memorial Day. The Air Force is up there now, 
taking over some acreage right in my own county to put in one of 
those Nike batteries. That sort of protection, I think, is probably 
the only effective protection. Even that cannot be expected to fully 
protect against an attack by means that would be capable of doing 
damage to a much wider area than the prime target itself, do you 
not think so? 

Admiral Ricumonp. No, sir. 

(Discussion off the record.) 

Mr. Sreminskr. I think the hearings this afternoon have brought 
out more than ever before that the Coast Guard is an arm of the 
Treasury fundamentally interested in husbanding not only the funds 
that are in the Treasury, but those that should come into it on behalf 
of the citizens. 

And further, the economy, we know, was exchanged, for which we 
get security as a result of this work. 

A radio station this morning stated there was an interception of a 
small arms shipment to Guatumala, and it is my belief that the Coast 
Guard has yet to come into its own in being provided with what I 
would call an intelligence arm on such commerce, so far as the United 
States is concerned. 

The FBI has been running down people that are dangerous to the 
Government, to the banks; the FBI is supposed to be the spotting 
agency behind the enemy activities and the military intelligence 
agency has its group and we hear about the key men of the Treasury, 
but we do not hear too much about cargo and funds that are illegal. 

I think of the Coast Guard as the real arm of the Treasury, interested 
in the efficient operation of the money and goods, and the port security 
program as the third step which I think will be developed if any 
danger increases, which I sincerely hope it does not. 

Mr. Chairman, I think that is all. I want to make this statement, 
if I may, off the record. 

(Off the record discussion. ) 


WuarrF at Base Kercuikan, ALASKA 


Mr. Canrretp. The next item is the Coast Guard request of 
$250,000 for the replacement of a portion of the wharf at the Coast 
Guard base at Ketchikan, Alaska. 

Your statement, Admiral Richmond, and the justifications, con- 
cerning this item, have already been placed in the record. 
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I believe Mr. Gary, a member of this committee, during the time 
he was chairman, made an inspection trip of Alaska, to visit the Coast 
Guard base at Ketchikan, and I will ask Mr. Gary to develop with you 
the facts concerning this item. 

Mr. Gary. Admiral, as I recall, when we were in Ketchikan, t he 
condition of the wharf there was pointed out to us at that time. 

Admiral Ricumonp. Yes. 

Mr. Gary. It was in bad condition then, and that was several 
years ago, was it not? 

Admiral Ricumonp. Yes, that was several years ago. 

Mr. Gary. That was about 1950. 

Admiral Ricumonp. In about 1950, I believe, is correct, Mr. Gary. 
You recall the situation—at Ketchikan we have a dock which runs 
along the front of the base. The north part of the pier was rebult 
some time ago and that is in pretty good condition. 

The southern part, however, has been in a gradual state of deteri- 
oration, and not only that, but it is very congested and it is difficult 
to handle the buoys across it. It got so bad that—and just this 
spring we got a report from the district, asking permission to go 
ahead and repair it. I had planned a trip to the Pacific and Com- 
mander Schleiter, a civil engineer, who is oo today, was a member 


of my party. We told them to hold up until the party went through 
and we personally inspected the dock and found it was in very, very 
bad condition. 

Actually, it was improperly constructed during the war, so Com- 
mander Schleiter advised me, in that the wood pilings were set right 
on the base rock and they actually have no silt around them, with 


the result that the wood piles rise and fall with the tide and batter 
themselves to pieces on the rock. In addition to that, they have been 
attacked by marine borers. We have some pictures that were taken 
at that time, which show the condition of the dock. The worst 
feature of the dock at the present time is that the dock is in such a 
condition as to make it impossible to use the crane for the handling 
of the heavy buoys, the combined weight of the buoys and the crane 
would be too much for the dock, so that we have to manhandle the 
buoys, because of this dangerous and unsatisfactory condition. 

We do not intend to replace the whole dock with this money. This 
would be available for the center section, the north end of the southern 
section, which was built in 1942, and the timber at that time was not 
too good; we could not get timber that was properly treated. 

Commander Schleiter has more technical knowledge on this matter 
and will be glad to answer any questions the committee might have. 

Mr. Gary. Off the record, Mr. Chairman. 

(Off the record discussion.) 

Admiral Ricumonp. We had hoped to come in merely with lan- 
guage which would permit us to transfer some “Operating expense”’ 
money from this year, but due to the delay in getting the situation 
started, we are not able to do that, so that we have to request this 
additional money in order to have this job completed. 

Mr. Gary. When do you contemplate completing this work? 

Admiral Ricumonp. As I say, it will go right ahead. Originally, 
we had hoped to get it done out of this year’s money by the transfer 
of some OE money. 
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Commander Scuuerrer. The plans and specifications are in, and 
it is just a matter of getting the work started. 

Mr. Gary. You have to get started pretty soon, do vou not, because 
of the period during which you can do construction work? 

Admiral Ricumonp. It would be better if we could get 1t done in 
the summertime, although at Ketchikan it is not quite so serious. 

Commander Scuuetrer. Working in the long days is desirable, 
but while the winter time offers some disadvantage, it is not a bar to 
construction. 

Mr. Canrietp. Commander Schleiter, one of the photographs 
showing the deterioration of the piling indicates it results from 
limnoria. For the record, what is that? 

Commander Scuterrer. Limnoria is a form of crustacean belong- 
ing to the crab family and it is a borer, which bores into the exterior 
of the piling, to a depth of about 1 inch; then of course when sufficient 
boring has taken place, that piece of piling starts to fall apart and it 
starts on a new piece. Eventually, the limnoria can completely 
sever a piling. 

Mr. James. I[t is a sort of nautical termite? 

Commander Scuuetrer. There is another type of borer which is 
more nearly a termite, which is known as the teredo which is an 
insect that bores inside. The limnoria will bore on the surface, but 
the teredo is the one that does its damage under cover. The teredo 
starts at the surface, grows, and elongates itself; the tail is always 
sticking on the outside, but it continues to grow, grows to a length of 
2 to 4 feet. That would be more nearly the termite. The limnoria 
is on the outside, but there is nothing we can do to stop him. 

Mr. Gary. Ketchikan is the closest Alaskan sation to the United 
States and Canada? 

Admiral Ricumonp. That is correct. And also Ketchikan is the 
main, in fact, is the only, buoy depot in Alaska, and it is very im- 

ortant for that purpose. Otherwise—there is a small one westward, 
But the major work is brought to Ketchikan. 

Mr. Gary. Although the district office in Alaska is at Juneau, 
Ketchikan sagen of its close proximity to the United States is the 
largest supply and repair depot; is it not? 

pbs 9 Seonbeer Yes; it is the only repair and supply depot we 
have in Alaska. 

Mr. Gary. Therefore, the wharf, and the condition of the wharf is 
very important? 

Admiral RicumMonp. Very; yes. 


Retirep Pay 


Mr. Canrie.p. The next item is a request for $80,000 for retired 
ay, made necessary by the enactment of Public Law 379, approved 
ay 29, 1954, which revised certain laws relating to the retirement of 
warrant officers. 
The justifications in support of the request will be included in the 
hearings at this point. 
(The statement referred to follows:) 
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Schedule of supplemental appropriations and revised estimates 


. Present appropriation or estimate, 1955 $19, 775, 000 
. Additional amounts available None 


Total amount 19, 775, 000 


Total estimated obligations 
Less total amount available 
Estimated supplemental 80, 000 


. Date needed for obligation, June 1, 1955; for expenditure, June 15, 1955. 
. Estimated expenditures from supplemental: 


In budget 


In current fiscal year 
In next fiscal year 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


1. Purpose and need 

Additional funds are required under this heading to provide for an increase in 
the number of personnel to be placed on the retired list during fiscal year 1955 
as a result of the retirement provisions of section 14 b (2) of Warrant Officer Act 
of 1954 (H. R. 6374 (83d Cong., 2d sess.). Under previous provisions retirement 
after 30 years’ service has been at the option of the warrant officer. Under the 
new act which provides that upon 30 years’ service, the warrant officer shall be 
retired, the individual no longer has the same option. Only in specific cases, 
upon recommendation of a board of officers and at the discretion of the Secretary 
may he remain on active duty. Language is proposed to permit absorption of 
the cost by transfer of the necessary amount. 


2. Method of determining amount 

To determine the amount required, a list of warrant officers, who, on January 1, 
1955, will have attained 30 years’ service for retirement and who had previously 
not voluntarily requested retirement at 30 years’ service was compiled from the 
service records. The date of January 1 was chosen as the act becomes effective 
6 months following its signature and retirement becomes effective 2 months after 
attaining 30 years’ service. Those becoming eligible on various dates were as 
follows: 

Retirements due to Warrant Officer Act of 1954 


Will be re- Will be 
Date to be retired tired as com-| retired as 
missioned warrant 


Jan. 1, 1055.....--. 

June 1, 1955 


Commissioned group, 195 divided by 12 equals 16.25 man-years. 

Warrant group, 78 divided by 12 equals 6.5 man-years. 
8. Reason additional funds required 

Funds provided under the 1955 appropriation are required for scheduled retire- 
ments authorized under previous legislation which has been published to the 
Service. 
4. Explanation of language 

Appropriation language is requested to authorize the transfer of funds from 1955 
a apne oe “Operating expenses, Coast Guard’’ to permit payment of the cost 
of the new legislation not anticipated in the regular 1955 budget for retired pay. 


| 
| | Revised 
25 
5 1 
1 0 
2 0 
2 3 
é 


5. Justification 
Detailed justification is as follows: 


| 
number | cost 


| 
| Average Average 
| 


Retirement of warrant officers who have satisfactorily held | 
commissioned grades and will be retired at commissioned | | | 
246 | 16.25 | #4, 190. 52 | 


2, 737. 44 | 
| 
} 
| 


Mr. Canrie_p. Admiral Richmond, do you have any statement you 
wish to make on this item? 

Admiral Ricumonp. No, other than to point out this is merely a 
request for the transfer of $80,000 from OE money to the retired-pay 
appropriation, brought about by the fact that the public law that you 
refer to makes it mandatory that certain warrant officers be retired 
on 30 years’ service, under certain conditions. And, as this committee 
knows, we try to estimate our retired pay as accurately as possible, 
using such actuarial figures as we have, and when a bill of this nature 
places an obligation on us to make certain mandatory retirements, it 
can only be met by either obtaining additional funds, or depriving per- 
sonnel of those voluntary retirements which we had planned on, be- 
cause that is the only ones that we have any control over. So that 
we feel that this is a necessary provision in order to take care of those 
warrant officers who will be mandatorily retired under this new pro- 
vision. 

Mr. Canrrevp. Of course, this is a requirement by the enactment of 
new legislation, as has been indicated, and there is nothing this com- 
mittee can do other than approve the request. 

(Off-the-record discussion. ) 

Mr. Canrieip. Any other questions? 

Admiral Ricamonp. Thank you very much, Mr. Chairman. 

Mr. Canrietp. Thank you. 


Tunspay, JuNE 15, 1954. 
Unirep Srates Secret SERVICE 


WITNESSES 


U. E. BAUGHMAN, CHIEF, UNITED STATES SECRET SERVICE 
GEORGE W. TAYLOR, ADMINISTRATIVE OFFICER 
W. L. JOHNSON, BUDGET OFFICER, TREASURY DEPARTMENT 


SALARIES AND Expenses, Unirep Srates Secret SERVICE 
Mr. Canrie.tp. The committee will kindly come to order. 


This morning we have before us Chief U. E. Baughman of the United 
States Secret Service, who will support the request for the supple- 
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etirement Of Warrant ollcers Who Telired al Warrant 
Less probable physical retirements or retentions. -_.-...-- 5, 889 
; 80, 000 
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mental amount of $229,000 carried in House Document 428. This is 
a transfer item, indicated as follows: 


“Unirep States Secret Service 
“SALARIES AND EXPENSES 


“For an additional amount for ‘Salaries and expenses’, including purchase of 
ten passenger motor vehicles in addition to those heretofore provided, $229,000, to 
be derived by transfer from such appropriations contained in the Treasury Depart- 
ment Appropriation Act, 1955, as the Secretary of the Treasury may designate.” 

These funds are required for increased protection of the President and Vice 
President and their families; funds are also required to provide an increase in 
Secret Service field staff to meet an unexpected steadily increasing backlog of 
check and bond forgery cases. 


The and information supporting the request will be 
inserted in the record at this point: 


Schedule on supplemental appropriations and revised estimates 


. Present appropriation or estimate $2, 438, 000 
. Additional amounts available “ +2 


Total amount available 2, 440, 000 
. Apportionments: 
2d quarter : 
3d quarter 
4th quarter 


Total apportionments and reserves 


. Obligations: 
Ist quarter (estimated) 
2d quarter (estimated) 
3d quarter (estimated) 
4th quarter (estimated) 682, 834 


i Total actual and estimated obligations 2, 669, 000 
. Less total amount available 2, 440, 000 


Estimated supplemental required 

. Estimated supplemental included in latest budget 

. Date needed for obligation, October 1, 1954; for expenditures, 
April 1, 1955. 

. Estimated expenditures from supplemental: 


In budget 


In current fiscal year 
In next fiscal year 
After next fiscal year 


218, 786 
212, 729 


GENERAL STATEMENT 


A supplemental appropriation of $229,000 is required for the fiscal year 1955 
for personal services and related expenses to provide additional agents and clerks 
to combat the increasing backlog of cases to be investigated, and provide addi- 
tional protection for the President, members of his family and the Vice President. 


2 
3 
4 
8 
9 229, 000 
10 
11 
12 
Revised 
13. Actual obligations last 3 months: ‘ 
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Because of the delay in recruiting additional personnel resulting from the 
extensive security investigation necessary before appointment, the request for 
funds covers an average of 9 months employment rather than a full year. 

The addtional personnel needs and related expenses are as follows: 


07 Other contractual services teed 1, 350 
08 Supplies and materials. 3, 750 
09 Equipment 14, 000 
Unvouchered (confidential information) 10, 000 


Total request 
CHANGE IN LANGUAGE 


A request for a change in the appropriation lan‘uage is required to provide 
for the purchase of 10 passenger motor vehicles. These vehicles are in addition 
to the 10 passenger motor vehicles for replacement only, included in the appro- 
priation language for the fiscal year 1955. 


EXPLANATION OF CHANGES 
(a) 11 GS-7 agents’ at $4, 205 (9 months) Presi- 
dential protection $34, 691 
(b) 28 GS-7 agents at $4 205 @ months) field in- 
vestigations 88, 305 


Total 39 agents 122, 996 

(c) 12 GS—4 clerks at $3,175 (9 months) field .. 28,008 
Total 51 increase in personal services (9 months) 151, 571 
Less: Rounding off figure__- —71 


Net total for personal services__-_-.-.........----.- 151, 500 


(a) Eleven agents for Presidential protection.—These additional agents are neces- 
sary to augment the White House detail, the Protective Research Section and to 
strengthen the security precautions for the President’s family and the Vice 
President. It is necessary for agents assigned to Presidential protection to make 
advance surveys and arrangements for Presidential travel and trips outside of the 
White House and to work many hours of uncompensated overtime. With the 
additional agents requested, the desired protection and necessary security arrange- 
ments can be accomplished without the necessity of so much overtime and without 
weakening the day-to-day personal protection. 

It is necessary for the Protective Research Section to remain current with 
respect to threatening, abusive, obscene, or other categories of communications 
referred to it by the White House staff.’ To implement properly the protective 
responsibilities of this Service, all communications should be examined immedi- 
ately upon receipt in order that the necessary action may be instituted at once in 
cases involving the security of the President, members of his family, and the Vice 
President. 

Since November 1, 1950, a comprehensive file on the Nationalist Party of 
Puerto Rico has been maintained which must be kept current if information 
received is to be evaluated properly and disseminated without delay. 

Despite the efforts of all personnel in this section, it has not been possible to 
remain current with communications received. While all cases receive prelimi- 
nary review promptly upon receipt in order that important matters may not be 
overlooked, the thorough and complete processing of these cases has not been 
possible with the help available. As of May 1, 1954, this section processed 14,823 
cases and has a beskios of 1,000 cases on hand. 

lf the request is granted, the desired precautions can be taken with respect to 
increasing protective details and a current status can be reached in the Protective 
Research Section. 

(b) Twenty-eight agents for field investigations.—The additional 28 agents are 
requested to increase the investigation of claims arising as the result of the for- 
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gery and alteration of Government checks and bonds, thereby reducing the back- 
log of pending cases. 

With respect to the investigation of check and bond cases, the following tabu- 
lation of cases is submitted: 


Actual: 


Check and bond eases on hand July 1, 1953 
Cases received July 1, 1953—Apr. 30, 1954 (10 mos.)_____________- 29, 467 


Total number to be investigated (10 40, 083 
Cases closed July 1, 1953-Apr. 30, 1954 (10 mos.) 


Check and bond cases pending May 1, 1954 


Based on the average monthly rate of cases actually received of 2,947 per 
month and the average cases closed per month of 2,595, the backlog of pending 
cases will have reached 14,830 by the close of the current fiscal year and 19,054 
by the close of the fiscal year 1955. 

In addition to the 14,126 check and bond cases pending on May 1, 1954, this 
Service had the following pending cases: 


Pending 
July 1, 1953 


Received 
July 1, 1953 Closed July 


1, 1953 to 
Apr. 30, 1954 


Pending 
Apr. 30, 1954 


Counterfeiting 


1,045 
Protective research sa 733 
Other criminal and noncriminal 1,117 
Personnel applicants 795 


3, 690 


Based on the average monthly rate of cases actually received of 413 and the 
average cases closed monthly of 369, the backlog of pending cases will have reached 
1,189 by the close of the current fiscal year and 1,717 by the close of the fiscal vear 
1955. 

The following tabulation sets forth the anticipated backlog of all types of cases 
at the close of the fiscal year 1955 based on the work of 185 agents for investigations 
provided in the 1955 regular appropriation and the 213 agents available on the 
basis of this request. The aditional cases closed for 1955 are computed on the 
basis of 28 additional agents being available for 9 months. 


Estimated workload statistics 


Agents engaged in investigations 


Total cases pending Apr. 30, 1954 (actual) 
Cases received May 1, 1954 to June 30, 1954 (estimated) 


88 


15, 227 
6, 720 


21, 947 
5, 928 


Cases to be investigated May 1, 1954 to June 30, 1954 (estimated) 
Cases closed May 1, 1954 to June 30, 1954 (estimated) 


Cases pending June 30, 1954 (estimated) 
Cases received 1955 (6,720 times 6) (estimated) 


Cases to be investigated 1955 (estimated) 
Cases closed 1955 (5,928 times 6) (estimated) 


Cases pending June 30, 1955 (estimated) 


Bloat 
Be 
Ss 


16, 019 
40, 320 


56, 339 
39, 600 


16, 739 


#8 


If the request for 28 additional agents for investigations is granted, there will 
still remain an average backlog of 78 cases for each agent at the close of 1955. 
It is the opinion of this Service that the average backlog per agent should not be 
more than 15 cases. 


| 196 

574 

Total 656 | 4,136 | 1,101 
| 1955 | 1955 i 
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(c) Twelve clerks 

The additional clerk-stenographers are necessary for field offices to increase the 
operating efficiency of these offices in that the preparation of reports will be 
expedited, offiee records may be maintained on a more current bases, and agents 
can be relieved from typing reports, with resulting savings in time which can be 
utilized in more productive work. 

If the request is granted, it is proposed to place clerks in a number of field 
offices that have no clerks assigned and to increase the number in the larger offices 
where the workload is heaviest. 

02 Travel, $48,000 

An additional $25,000 is requested to cover increased travel for agents involved in 
Presidential protection. Trips of the President away from Washington, D. C. 
during the current fiscal year have exceeded the estimated mileage and length of 
visits previously anticipated. It is believed that the $25,000 will be sufficient to 
meet any eventualities. 

In addition to the above, an additional amount of $23,400 is requested for travel 
costs of the 39 new agents. The amount is computed at the rate of $800 per year 
for a 9 months’ period. 


07 Other contractual services, $1,350 

The above amount is requested for storage costs for the 10 additional cars 
requested and is computed at a rate of $180 per year per car for 9 months. 
08 Supplies and materials, $3,750 

It is estimated that gasoline, oil and grease for the 10 cars requested will cost 
approximately $3,750 for the 9 months operated. 
09 Equipment, $14,000 


Ten new autmobiles at a cost of $1,400 each including freight are requested for 
the additional agents. These cars are essential to the efficient performance of 
the duties of agents. 

Unvouchered, $10,000 

_ An additional amount of $10,000 is requested for the purchase of information 
and to pay informants for services looking toward the apprehension of criminals 
The use of unvouchered funds for the purchase of information is a highly effective 
method which leads to a short cut to the core in solving counterfeit cases and 
obtaining information pertinent to the protection of the President and his family. 


Obligations by objects 


Object classification available estimate | Difference 


Summary of Personal Services 


Tetal number of permanent positions 
Average number of all employees 


Direct Obligations 


OL Personal services obligations: 
Permanent positions $2, 012, 142 
Regular pay in excess of 52-week base_______________. 7, 758 
Payment above basic rates 


Total personal services... 2, 196, 400 | 
= 236, 400 | +48, 400 
15, 400 | 
45, 000 | 
Printing and reproduction _____- 9 9, 000 
Other contractual services 45, 550 | +1, 350 
Supplies and materials 7, 60, 750 +3, 750 
Taxes and assessments 4,000 
Unvouchered . 5, 25, 000 | +10, 000 


Total direct obligations...........--...--...------.. 3 2, 667, 000 | +229, 000 
Obligations Payable out of Reimbursements From 
: Non-Federal Sources | 
09 Equipment 2,000 


Obligations 2, 669, 000 


2 
a 
x 
| 
| $2,163,642 |  +$151, 500 
220,000 
ig 
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GENERAL STATEMENT 


Mr. Canrisip. Chief Baughman, do you have a statement you 
wish to make to the committee at this time? 

Mr. Bauacuman. Yes, Mr. Chairman and gentlemen of the com- 
mittee. 

Subsequent to the hearings op the 1955 appropriation, a resurvey 
was made to determine the number of employees necessary in the 
Secret Service and the White House Police to perform their duties 
properly and give maximum protection to the President of the United 
States. 

Based om this survey and the alarming increase in the backlog of 
check and bond forgery cases pending investigation, a supplemental 
request for $229,000 for the Secret Service and $62,000 for the White 
House Police is made for the fiscal year 1955. 

These amounts will provide 39 additional agents, 12 supporting 
clerks, and 18 additional White House Police officers, with related 
expenses. Because of the delay in recruiting additional personnel 
resulting from the extensive security investigation necessary before 
appointment, the request for funds covers an average of 9 months’ 
employment rather than a full year. 

s a matter of further information, our average employment in 
the Secret Service for the fiscal year 1955, as it now stands, is 358, 
or 72 employees less than after the Blair House shooting in 1950. As 
a matter of fact, we now have 28 fewer employees than we had before 
the Blair House shooting. 

In a small organization like the Secret Service, the reduction of a 
few positions can seriously interfere with reducing our backlog of 
pending cases and handicap proper security measures to provide 
adequate protection for the President. 

If funds are granted for the 18 White House Police officers, this 
will provide essential protection so that the posts on West Executive 
Avenue can be manned on a 24-hour basis. Under present condi- 
tions, unauthorized persons can easily obtain access to the avenue, 
and, as you are aware, the President's Office is practically adjacent 
to this street. 

Due to the fanatical demonstrations by members of the Nationalist 
Party of Puerto Rico and the increased tension resulting from the 
critical state of world affairs, it is imperative that every precaution 
possible be taken with respect to the President’s security at all times. 

Agents and supporting clerks, with related expenses and equipment, 
are needed in the field to keep abreast of the current receipt of cases 
and to reduce the backlog of pending cases to a more moderate figure. 
These agents will also help supplement the White House detail in 
specific localities when the President travels outside Washington, 
D. C., and are urgently needed to investigate promptly any threats 
against the President and his family. 

During the 11 months ended May 31, 1954, there were 29,147 check 
forgery cases received for investigation as compared with 23,426 
cases received during the same period last year. The number of 
check cases on hand pending investigation as of May 31, 1954, was 
12,095 as compared with 7,744 as of May 31, 1953, representing an 
increase of 4,351 cases in this category alone. Arrests for esk 
forgeries over the same period increased from 2,035 to 2,364. 
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The 10 new cars requested are necessary for the additional agents 
requested and to increase the already depleted fleet of cars resulting 
from the necessary disposal of cars no longer considered safe or 
economical to operate due to age and mileage. Out of a fleet of 181 
cars, 54 are now eligible for replacement; 22 of these cars have been 
driven in excess of 60,000 miles and 32 others are eligible by age. 

In conclusion, I wish to say that the amounts requested in this sup- 
plemental, while they do not completely restore our personnel losses, 
should permit the Secret Service and the White House Police to per- 
form their respective duties in an efficient and satisfactory manner. 
I shall be pleased to answer any questions you may desire to ask con- 
cerning this request. 

NUMBER OF AGENTS 


Mr. CanrFre.p. Chief, at the time you presented your request for 
the regular appropriation for 1955, you had, I believe, some 253 
agents; that was the number for the fiscal year. How many agents 
do you have at the present time and how many do you expect to have 
on July 1, 1954? 

Mr. Baveuman. We will have approximately 245 agents in 1955 as 
we now stand. 

Mr. CanrieLtp. And you have how many? 

Mr. BavauMan. About 245. Last year, it was suggested that the 
number would be 255, and, as I recall, we had to absorb penalty mail 
costs and within-grade promotions, the equivalent of 10 positions: 
8 or 9, as I recall, were agents and the balance were clerks. 

Mr. CanFieLv. During the hearings back in January, and in its 
report, the committee took notice of the many hours of uncompensated 
overtime worked by your agents. Did that have anything to do with 
your coming in here at this time with this request? 

Mr. Baueuman. Yes, it had a certain amount of bearing on it. 


AGENTS FOR PROTECTION OF PRESIDENT, ETC 


Mr. CANFIELD. In this supplemental, you request funds for 39 ad- 
ditional agents and 12 clerks, 10 passenger motor vehicles for replace- 
ment only, and related expenses. The justification indicates that 11 
of the agents are to be used to protect the president’s family and the 
Vice President and perform other work around the White House. 
Will you state what their principal duties are to be? 

Mr Bavauman. Those 11 agents will be more or less directly con- 
cerned with the physical protection of the President, and, from time to 
time, of course, will be for advancd work; that is, for making advance 
surveys in towns where the President might visit. 

Mr. CanFiE.p. Is the Protective Research Section, to which refer- 
ence is made in the justification, a new section? 

Mr. Bauauman. No. We have had the Protective Research See- 
tion for 12 or 13 years. That Section is directly concerned with the 
protection of the President, because there they analyze and study 
any threatening letters and refer them to the field agents for inves- 
tigation. 

Mr. CanFretp. How much of the additional requirement for these 
agents is due to the advance survey and arrangements for the Presi- 
dent’s travel? 
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Mr. Baueuman. My intention is to add an agent to each shift. 
As you are aware, we have coverage, around the clock. We would 
add 1 agent to each shift, which will give us at least 5 men on duty 
at all times and sometimes 6, and when the President travels, we can 
use the extra man to go out and make advance surveys, without 
jeopardizing the necessary protection at home. 

Mr. Canrievp. Has Presidential travel increased during recent 
months? 

Mr. BaucuMan. Not in the last few months, no. 

Mr. Canrie_p. But the President has been making a number of 
trips over the period—— 

Mr. Bauauman. For the first 6 months, we were running behind 
in the amount of money allotted for Presidential travel. 

Mr. Canrretp. When you were before the committee in January, 
it was indicated there were fewer Presidential protection cases re- 
ceived during the fiscal year 1953 than during the fiscal year 1952. 
Has that trend continued, or have the number of cases received 
increased in recent months? 

Mr. BaucuMan. That is true for the two previous years with respect 
to cases referred to the field for investigation. It was less in 1953 
than for 1952 and as far as this year is concerned, it is running a 
little lower than last year. However, Mr. Chairman, in connection 
with the work of the Protective Research Section, they process 
thousands of other letters which are referred to them by the mail 
room, in the White House, and it is necessary that they study and 
process and analyze those letters. Incidentally the work in the 
processing of those letters has increased tremendously in the last 2 
years. 

Mr. CanFievp. In its report on the regular bill, the committee 
commented on the fact that agents who accompany the President on 
trips to provide proper protection to the President at all times are 
required to acquire hotel accommodations at a personal financial loss 
to the agent, and suggested that consideration might be given to pay- 
ing such expenses from the funds provided for Presidential travel. 
Do you know if any consideration has been given to this matter? 

Mr. BaucuMan. I understand, Mr. Chairman, that a bill has been 
introduced in the Congress that would increase the per diem from $9 
to $12 for all Government employees, not just for the agents assigned 
to the White House detail. 

Mr. Canrietp. How many of the 12 clerks requested will be re- 
sone assist the 11 agents to be assigned to duty at the White 

ouse? 

Mr. BauauMan. The 12 clerks will be assigned to the field offices 
throughout the country. 

Mr. 12 clerks? 

Mr. BauauMan. 12 clerks. 


AGENTS FOR FIELD INVESTIGATIONS 


Mr. Canrieup. Of the 39 agents requested, the justifications indi- 
cate 28 are to be assigned for field investigations. 

Mr. BauauMan. Yes. 

Mr. Canrie.p. Their duties in the field are what? 
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Mr. Baueuman. Their main duties are to suppress counterfeiting, 
investigate check and bond forgeries, and so forth. ‘These agents are 
also necessary in the field to supplement the White House detail on 
Presidential travel, and particularly to make investigations of any 
crank letters that are received, or of any threatening letters, and to 
supplement the manpower that we have in the field, in order to 
properly investigate these cases, and to see that reports get in 
promptly. 

(Off the record discussion. ) 


BACKLOG OF WORK 


Mr. CanFie_p. From information contained in the justification, it 
would appear that the backlog of work the agents have continues to 
pile up, it being noted that on July 1, 1953, there were 10,616 check 
and bond cases on hand, and by May 1, 1954, this number had in- 
creased to 14,126. In other words, you received 29,467 cases and 
only 25,957 were closed, resulting in an increase in the current work- 
load of 3,510 over the workload of July 1, 1953. In other words, the 
backlog of work is going in the wrong direction. 

Mr. BaueuMan. Yes. 

Mr. CanrFietp. The backlog of work in the field of counterfeiting, 
protective research, and so on, has increased, but not at the same rate 
as the check and bond cases. If you are given the number of agents 
requested will you be able to keep current the day-to-day workload, 
and at the same time reduce the backlog that has been piling up in the 
past several months? 

Mr. Baueuman. I feel, Mr. Chairman, that if these agents are 
given to us—that will give us approximately 213 agents on investi- 
gative work—and at the rate we are closing cases, that will keep us 
current and with the little additional overtime which agentshave 
been giving voluntarily, I think we can make a slow but gradual 
reduction in the backlog of pending cases, although it may be over a 
period of time. But I can assure you that we can, at least, eep 
current. 

Mr. Canrietp. There is still some question about getting a reduc- 
tion in the backlog? 

Mr. Bavueuman. There is, yes, particularly for the first year. 
After all, the new agents will be inexperienced agents. 


AUTOMOBILES 


Mr. CanrieLp. The request contains $14,000 for the replacement 
of 10 automobiles. Will you tell us why these are needed, and why 
they cannot be obtained perhaps through confiscation? 

Mr. BauGuMan. We feel it is more economical for us to get new 
smaller cars. Our experience has not been too satisfactory with 
confiscated cars. As a matter of fact, in the field service, I doubt if 
we have used more than 3 or 4 seized cars that have been turned over 
to us for the last couple of years. The cars we have received are 
generally old, with high mileage and have been unsatisfactory and 
expensive to operate. 

Some of the agencies have offered to give us a few used cars, but 

ain they are not in the best condition or the agencies would keep 
them for their own use. 
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Mr. CanrFie_p. What kind of a car would you get for $1,400? 

Mr. Bavueuman. In the last 2 years, we have gotten Fords and 
Chevrolets. 

Mr. Canriexp. If the request for automobiles is granted, this may 
be used to replace some of the cars for the fiscal year 1955, that you 
replaced in 1954? 

Mr. Baveuman. No; these 10 are additional cars, Mr. Chairman, 
that we are as!cing for. 

Mr. CanrieLtp. How many cars do you have in service now? 

Mr. BaucuMman. We have 181 as of today. 

Mr. Vursetu. As | understand it, you want 10 additional cars. 
Then how many replacements do you want? 

Mr. Baucuan. In this supplemental, Mr. Vursell, we are just 
asking for 10 additional cars. 

Mr. Gary. Is that to take care of the additional agents that you 
are requesting? 

Mr. BaucuMman. Yes. In some of our smaller offices they have to 
do a lot of traveling. We have to have, where there are two men in 
an office, a car for each agent so that each man can accomplish greater 
results. Naturally, in the larger cities, we do not have a car for each 
one of the agents, but with the 28 additional agents we feel that we 
will need 10 cars as the very minimum. 

In previous vears we have asked for an average of 20 cars for 
replacement only, but in 1955 we onlv asked for 10 replacements. 

Mr. Vursevvt. If I understand you, the 1955 budget will, since you 
have this supplemental request, provide 10 replacements and 10 new 
cars? 

Mr. BaucuMan. That is correct. 

Mr. Gary. What is your replacement policy? 

Mr. BaueuMan. As far as the last few years are concerned, we 
have been asking for 20 cars 

Mr. Gary. I mean, what is the policy with reference to the length 
of time the cars are used? 

Mr. Baveuman. When the car is at least 6 years old, or has been 
used for 60,000 miles—and we have a number of cars that are 6 years 
of age and have been over 60,000 miles. 

r. PassMAN. Under your regular 1955 appropriation and the 
supplemental appropriation, you will purchase 20 new automobiles; 
10 of them are for replacement and 10 for additional automobiles; is 
that correct? 

Mr. Baucuman. Yes, if this 10 is approved. 

Mr. Passman. If this appropriation is approved, it will give you 
20 new cars; 10 will be trade-ins and 10 will be new ones? 

Mr. BaueuMan. Ten trade-ins and ten new. 


TRAVEL 


Mr. Canrievp. Chief Baughman, I notice you are requesting 
$48,400 for travel, of which $25,000 is an increase for travel for 
agents involved in Presidential protection, and $23,400 is for travel 
costs of the 39 new agents requested. Will you give us a brief explana- 
tion as to the need of these travel funds? 

Mr. BauauMan. As I mentioned earlier, for the first 6 months of 
this year, we were running short in the amount allotted for travel 
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with the President, but fortunately, we have made up that sum out 
of the supplemental appropriation of $85,000 granted to complete 
the security investigations. 

With the reduction of funds in the previous year, naturally we 
reduced the amount allotted to travel. The majority of that reduc- 
tion in travel funds, of course, applied to the field, but, regardless of 
that we just did not have enough to take care of Presidential travel 
without curtailing the travel of agents engaged in investigations. In 
1953 Presidential travel costs amounted to about $120,000. 

With this additional amount requested, I feel we will have sufficient 
funds, and it will not be necessary for me to make any shortcuts on 
such occasions when I think that I should have extra agents to provide 
a little additional security; and if this amount is granted, we will be 
able to overcome that problem. 


TRANSFER OF FUNDS 


Mr. Canrrietp. Under the language proposed for this item, it 
provides that $229,000 requested will be derived by transfer from other 
appropriations contained in the Treasury Department Appropriation 
Act for 1955. 

Chief, do you at this time know what particular appropriation item 
may have a surplus of funds from which such transfer may be made? 

Mr. BaucuMan. No; I do not, Mr. Chairman. 

Mr. CanFIieLp. It is our understanding that the Treasury hopes to 
make general savings to permit this transfer. 

Mr. BauGcuMan. Yes. 

Mr. Vurse.u. Do I understand now that if we grant this $229,000 
supplemental request that it will not increase the amount of funds 
that we previously appropriated in the Treasury Department bill, 
which was passed in the House and the Senate? 

Mr. CanrFretp. That is right. 


AUTOMOBILES 


Mr. Gary. Chief, how many automobiles do you have in the Secret 
Service at the present time? 

Mr. Bavueuan. 181, Mr. Gary. 

Mr. Gary. A total of 181? 

Mr. BaucuMan. Yes. 


INCREASE IN TRAVEL PAY 


Mr. Gary. Mr. Chairman, in answer to the question a few moments 
ago, with respect to the travel for Secret Service agents accompanyin 
the President, Chief Baughman stated that he understood that a bil 
had been introduced to increase the travel pay of all Government 
employees from $9 per day to $12. 

Frankly, I do not think that takes care of the situation that this 
committee had in mind. This committee had in mind a situation 
which was described by Chief Baugh nan which occurs occasionally, 
when, in order to give the President adequate protection, it is neces- 
sary for the Secret Service employees to stay at a very much more 
expensive hotel, than they ordinarily would stay at, and for that 
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reason, their expenses are increased much beyond the ordinary expense 
of travel. It was the idea of this committee that these extraordinary 
expenses should be taken care of regardless of a general increase. 

Now. without commenting on the propriety of a general increase, 
which I assume will be considered by the proper committee, and if they 
consider it proper, will be reported to the House for action, the pro- 
posed increase, in my judgment, would not take care of the situation 
which this committee had in mind. It would relieve the situation to 
some extent, but not completely. If I am not mistaken, it was the 
idea of this committee that Secret Service Agents, when they travel 
with the President, should not have to count costs in dollars per day, 
and measure those costs against the security of the President of the 
United States. Whenever it is necessary for them, in order to be 
close to the President, to stay at the very highest-priced hotel, then 
they should be reimbursed, possibly out of the President’s funds, but 
certainly out of some funds, for those extraordinarv expenses. 

Mr. Canriretp. Mr. Gary, lam sure you will recall our report on the 
Treasury bill for 1955, which read in part: 

In connection with travel by the President, agents are required to make advance 
security arrangements, and to accompany him and provide proper protection at all 
times. Often in connection with this work, they are required to acquire accom- 
modations in the better hostelries at a personal financial loss to the agent. The 
committee does not look with favor upon such an arrangement and suggests that 
steps be taken that will provide agents their out-of-pocket expense when on assign- 
ment to Presidential travel. Consideration might be given to paying such 
expenses from funds provided for Presidential travel and not from funds normally 
used for per diem and travel allowance to the Secret Service. 

Mr. Gary. It was the idea of this committee that they should have 
their $9 or whatever the law allows, whether it be $9 or $12 a day, and 
if, because of the necessity of having to be right with the President, 
their expenses run higher than the $9 or $12 authorized by law, they 
should be reimbursed for the full amount because they shouldn’t ‘eed 
to pay money out of their own pockets for necessary traveling expenses. 

Mr. Canrretp. Mr. Gary, I think, a proper question now might be 
addressed by you as to whether the Treasury Department has pur- 
sued this matter. 

Mr. Gary. Do you know, Chief Baughman, whether the Treasury 
Department has given any consideration to the recommendation made 
by this committee in its report on the regular appropriation bill for 
1955? 

Mr. Baveuaan. I do not believe there has been any action, Mr. 
Gary. I might tell you that 1 or 2 years ago there was a bill in- 
troduced and sent to the Senate and the House by the Treasury De- 
partment recommending that the agents on White House detail, as- 
signed to the Presidential work, be given $12. Then subsequently 
there were other bills Prop sed and the last I head, or know, was in 
regard to the bill giving all Government employees an increase in per 
diem which was apparently the result of conferences between Congress 
and certain offices in the executive branches. Our original bill or the 
one for the White House agents, was considered in the bill for increased 
per diem rates for all Government employees. 

Mr. Gary. Mr. Johnson, I wonder if you could have the Treasury 
Department, or the proper official in the Treasury Department, pro- 
vide for insertion in the record, information of what consideration, if 
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any, has been given to the recommendation of this committee, and, if 
so, what? 

Mr. Jounson. Yes. 

(The information requested follows: ) 


A bill drafted by the Treasury Department, designed to increase from $9 to $12 
the per diem allowance for Secret Service agents assigned to the protection of the 
President, was approved by the Bureau of the Budget and submitted to the 
Congress, where it was introduced in the Senate as S. 608. 

Subsequently the Senate Committee on Government Operations substituted 
8. 3200 for 8. 608, 8. 3200 being a bill which would increase from $9 to $12 the per 
diem rate for all Government employees. This bill (8. 83200) was reported favor- 
ably and is awaiting further action by the Senate and the House of Representatives. 

The Department is of the opinion that an increase in the per diem rate to $12 
would be adequate to cover necessary traveling expenses of Secret Service agents 
regularly assigned to the protection of the President. 

If S. 3200 is not enacted into law, then the original bill, 8. 608, or its equivalent, 
should be given further consideration. ' 


Mr. PassmMan. Off the record, Mr. Chairman. 
(Off the record discussion.) 


SALARIES AND Expenses, Wuitre Houser Po.uice 


Mr. Canrie.tp. The next item is a supplemental request for $62,- 
000 for White House Police to be derived by transfer. This is to 
rovide 18 class 3 privates for coverage of 5 additional posts at the 
Vhite House. Chief Baughman, do you have a statement you wish 
to make concerning this item at this time? 

Mr. Baucuman. As I said before, if funds are granted for these 18 
White House Police we will restore the post on West Executive Ave- 
nue to prevent any transients from passing through. As it is now any 
unauthorized persons can enter that street and possibly enter the 
White House even though we have protection inside. As | mentioned, 
the President's office is practically adjacent to that street. So I feel 
that security is necessary to keep that street clear. The other two 
posts will be at the colonnade and in the basement. 

Mr. Canrievp. The paragraph in House Document No. 428 and 
the justifications supporting that request will be inserted in the record 
at this point. 

(The matter referred to is as follows:) 


“SALARIES AND EXPENSES, WHITE HOUSE POLICE 


“For an additional amount for ‘Salaries and expenses, White House Police’, 
$62,000, to be derived by transfer from such appropriations contained in the Treasury 
Department Appropriation Act, 1955, as the Secretary of the Treasury may designate.” 

These funds are required to provide for coverage of five additional posts which 
are now considered to be essential for adequate protection of the White House. 


GENERAL STATEMENT 


A supplemental appropriation of $62,000 is required for the fiscal year 1955 
for 18 additional police and related expenses. The increase would permit the 
reestablishment of essential posts which were discontinued as the result of the 
reduction in the appropriation for 1954. 

Because of delay in recruiting the request for funds covers an average of 9 
months employment rather than a full vear. 
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The additional personnel needs and related expenses are as follows: 
01 Personal services: 


18 class 3 privates, at $4,378 each (9 months)_____________-- $59, 075 


CHANGE IN LANGUAGE 
There is no substantive change in language. 


EXPLANATION OF CHANGES 


Personal services, $60,200.—The 18 additional police are necessary to cover the 
following essential posts which were discontinued as the result of a reduction in 
the appropriation for 1954. 


Post Number of shifts 

A-5 West Executive Ave. and Pennsylvania Ave_______________________- 3 
B-—4 West Executive Ave. and State Place.____________________________- 3 
E-2 West Office, basement corridor_.._._........._-_-____--_--___----- 2 
B-1 Mail Room, Executive Office Building. 3 
13 

5 


A total complement of 156 police would provide an average coverage of 32 posts 
around the clock. The attempt to assassinate the President and other fanatical 
occurrences attributable to the Nationalist Party of Puerto Rico make it im- 
mera that every precaution be taken to thwart similar assaults, possibly in 

er force. 
upplies and materials, $1,800.—A request of $100 for each police is requested 
for uniforms for the additional employees. 


< Obligations by objects 
Presently Revised 
Object classification available estimate Difference 

Average number of all employees. - --.-.......-.....--.-.----- 188 152 +14 

Average salaries and grades: Ungraded positions, average 

01 Personal services: 

678, 486 737, 561 +59, 075 
pay excess of 52-week base____- Ni 2, 680 
Payment above basie rates__.............-.-..--.--- 14, 583 15, 708 +1, 125 
712, 000 774, 000 +62, 000 


Mr. CanrFiELp. The justification states: 


The 18 additional police are necessary to cover the following essential posts 
which were discontinued as the result of a reduction in the appropriation for 1954. 


This is a situation that we discussed with you earlier? 
Mr. BavcuMan. Yes, sir. 
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Mr. Canrie.tp. And we urged you to review it? 

Mr. BauGuMan. Yes, sir. 

Mr. CanrFieLp. What is the entrance salary for these men, Chief? 
Mr. Tayior. $3,900 is the entrance salary for a class 1 private. 


RECRUITMENT 


Mr. Canrie.tp. How do you recruit the proper type men for such a 
detail as the White House? 

Mr. BauGcuman. All the members of the White House Police force 
are recruited from the Metropolitan Police force or Park Police, and 
normally they have had a year or 2 years’ experience on those police 
forces before we accept them. 

Mr. James. Do you ever find it possible to recruit men who have 
served a full term of enlistment in the Army or Navy or any of the 
Armed Forces? 

Mr. BauauMan. You mean who are on furlough? 

Mr. James. No, those who have perhaps served an enlistment with 
one of the Armed Forces, then retired. They might have served to 
the full retirement period and still be reasonably young men. 

Mr. Baueuan. Not in the Secret Service. We have a few in the 
Treasury guard force. The average man would be too old for Secret 
Service if he retired from the military forces, although practically all 
of our agents are veterans. 

Mr. James. That is all. 

Mr. Steminskr. Do you have any turnover in terms of resignations 
of promising men? 

Mr. BaucuMan. Very little. We have had a few who have worked 
from 2 to 5 vears and used that experience perhaps to secure another 
position at a higher salary or perhaps go in business for themselves. 

Mr. Sreminski. The reason I asked is that within the last 4 or 5 
days an Army order came out with the resignations of 2 lieutenant 
colonels and 10 first lieutenants, all crack men, all West Point-trained. 
It had cost the Government over $250,000 to train them. That loss 
is not reflected in any budget. I would like to know the reason 
for the resignations of these young line combat-trained officers, and 
that is why I asked if there was anything, either in the Congress or in 
the Secret Service, that we could spot before the resignations started. 
You say no, and I am glad to hear it. 

Mr. BauGcuman. I cannot give the exact figures, but our percentage 
of resignations is very low, very low. Most of our men retire after 
they have served their 20 years or have reached retirement age. Once 
in a while you get a young fellow who is not too happy about the work. 
He feels he should go home at 5 o’clock and sometimes we tell him 
frankly he should get out of this work and get work that will give him 
regular hours; not that we force him to work overtime, but if a man 
quits at 5 o’clock when he might have worked a little longer and have 
caught a criminal, he would not be of much use to us. 


BUREAU OF ENGRAVING THEFTS 


Mr. CanFigeLp. Before you go, Chief, will you bring us up to date 
on the thefts that happened some months ago at the Bureau of En- 
graving and Printing and what happened to those who were appre- 
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hended, the amount of money still missing, and what steps have been 
taken to provide better security at the Bureau? 

Mr. Bauauman. Mr. Chairman, James Rufus Landis, who stole 
the money, was sentenced May 28, 1954, to serve 3 to 9 years and 
fined $10,000. 

Charles H. Nelson was sentenced to serve 2 to 8 years and fined 
$3,000; William Giles was sentenced to serve 2 to 8 years and fined 
$2,000; Roger Patterson was sentenced to serve 20 months to 5 years; 
and Edith Chase was sentenced to serve 1 to 3 years, sentence sus- 
pended, and she was placed on probation for 3 years. 

Mr. BaucuMan. In regard to the amount outstanding, $160,000 
was stolen. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Baucuman, Out of the amount of $160,000 stolen, $88,060 
was recovered in Virginia by the State police there. In addition, we 
recovered $32,000 in the Bureau of Engraving on the fifth floor. 
That is a total of $120,060. Subsequent to the arrest of the defendants 
in Nelson’s home we recovered $7,740, making a total of $127,800 
which has been recovered at no loss to the Government. 

Of the balance of $32,200, we have recovered in cash—by that I 
mean small bills, $1, $5, and $10—$4,671.13 in the cashbox at the 
time the $88,060 was recovered, which has been turned over to the 
Government. Therefore, the actual loss to the Government as it 
stands now will be $27,328.87 unless additional moneys might be 
found in the $20 bills. 

It might be of interest to know that 820 $20 bills were passed or 
a total of $16,400; and as of last week 780 $20 bills were outstanding, 
representing $15,600. 

Mr. James. Off the record. 

(Discussion off the record.) 


SECURITY PROGRAM AT BUREAU OF ENGRAVING AND PRINTING 


Mr. Canrrexp. Will you touch also on the review you have made 
of the security program at the Bureau? 

Mr. Baucuman. Mr. Chairman, we have completed our survey at 
the Bureau of Engraving and Printing, where our agents were steadily 
re on that project for a period of 8 weeks, and we have sub- 


mitted quite a comprehensive report of 300 pages making certain 
recommendations. As I understand it, that report is being reviewed 
by the officials of the Bureau and some of the recommendations have 
already been put into effect. 

Mr. Any questions? 

Thank you, Chief. 
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INTERNAL REVENUE SERVICE 


WITNESSES 


T. COLEMAN ANDREWS, COMMISSIONER 

0. GORDON DELK, DEPUTY COMMISSIONER 

J. N. McCOLLUM, CHIEF, BUDGET BRANCH, FISCAL MANAGEMENT 
DIVISION 

THOMAS C. ATKESON, ASSISTANT COMMISSIONER 


SALARIES AND EXPENSES 


Mr. Canrietp. The next item for consideration is the supple- 
mental re quest for $9,750,000 for salaries and expenses of the Internal 
Revenue Service. We will place in the record at this point the 
pertinent paragraph of House Document No. 428 and the justifications 
that have been submitted by this agency. 

(The matter referred to is as follows: ) 


“TreasurY 
“INTERNAL REVENUE SERVICE 
“SALARIES AND EXPENSES 


“For an additional amount for ‘Salaries and expenses’, $9,750,000.” 


It now appears possible to recruit additional qualified personnel for the enforce- 
ment work of the Internal Revenue Service. Since it is expected that the addi- 
tional staff will produce revenue many times its cost, this proposed supplemental 
appropriation is considered to be necessary. 


Schedule on supplemental appropriations and revised estimates 


1. Present appropriation or estimate___________- _ $265, 912, 000 
. Additional amounts available + 24, 500 


Total amount available__ _265 936, 500 


. Less total amount available 2005 500 


. Estimated supplemental required 


. Estimated supplemental included in latest budget 
. Date needed: For obligation, July 1, 1954; for expenditure, 
July 31, 1954. 
. Estimated expenditures from supplemental: 
In budget Revised 
After next fiscal year. —— 454, 000 


9, 750, 000 


. Actual obligations last 3 months: 
20, 554, 042 
24, 246, 408 
22, 652, 226 
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GENERAL STATEMENT 
PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


1. Purpose and need 


Supplemental funds are requested for the fiscal year 1955 for the following 
Internal Revenue Service activities: 


(i) Audit of tax returns and collection of delinquent gecounts..___ $4, 850, 443 
(ii) Tax fraud and special investigations _.____._....--..-_-_- .-. 2,368,975 
(iii) Taxpayer conferences and appeals 1, 812, 155 
(iv) Reclassification of collection officers 718, 427 


Total supplemental request 9, 750, 000 


(i) Audit of tax returns and collection of delinquent accounts, $4,850,443.—The 
supplemental request for this activity contemplates the hiring of 800 additional 
internal-revenue agents together with necessary supporting clerical personnel, 
and payment of related expenses including travel, office rental, supplies, and equip- 
ment. With these additional agents it will be possible to perform audits of ap- 
proximately 125,000 more tax returns during the fisca! year 1955 than can be 
accomplished with the funds included in the 1955 budget estimate for this activity. 
On the basis of past experience audit of these additional tax returns will result 
in increased revenue of approximately $60 million. The cost estimate is based 
upon the assumption that the additional personnel wil! be on the rolls for only 
10 months of the fiscal year 1955, since it is expected that an average of 2 months 
will elapse before the adaitional employees can be placed on the rolls. The addi- 
tional audits, and revenue, is based upon the same assumption, and also takes into 
consideration the fact that the new agents will not be as productive during the 
first year, as later, due to an initial period of orientation and training. On a 
full-vear basis, and after the agents have gained some experience, it is expected 
that they will perform about 200,000 audits and produce additional revenue of 
approximately $100 million annually. 

he 800 additional agents requested will not be sufficient to permit examina- 
tion of all returns that should be audited but that number of agents, plus about 
645 provided in the 1955 estimate as a result of savings in other areas, is the 
maximum which can be hired, trained, and assimilated within the Service in 1 
year. With the force provided in our regular 1955 budget, plus the additional 
agents requested in this supplemental estimate, we can audit approximately 
3,400,000 returns annually. Our calculations show approximately 11.3 million 
returns would have to be audited annually in order to cover the bulk of errone- 
ous returns. While we do not anticipate attaining anything like complete audit 
of all erroneous returns, our long-range plans do provide for the addition of 
approximately 1,000 new agents a year for the next several years until the force 
reaches the level where most of the more productive erroneous returns can be 
audited. 

The additional audit man-years requested in this supplemental estimate also 
will enable us to maintain our stepped-up prerefund audit program. We are 
greatly concerned over the rapid increase in the total amounts refunded over 
the past few years, as indicated in the following tabulation: 


Fiscal year: 
1950 


During the last 6 months of 1953, a total of 137,000 prerefund audits were 
made, and the results showed that 59 percent of all returns examined were in 
error and that the average tax change per return examined was $95. This year 
we plan to preaudit 350,000 claims but, as a result, other pressing enforcement 
work will be delayed. All available facts point to the need for the additional 
preaudit of claims for refunds, but unless additional manpower is made available 
this program must necessarily be reduced in favor of audit work over which the 
Service can exercise no control, such as taxpayer claims, offers in compromise, 
and other mandatory adjustments. 

(ii) Tax fraud and special investigations, $2,368,975.—Supplemental funds 
requested for this activity will permit the hiring of 455 additional special agents 
together with necessary supporting clerical personnel, and payment of rela 
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additional expenses such as travel. Of the additional 455 special agents 330 
will be assigned to investigative work on tax fraud cases; 75 will assist United 
States attorneys during the preparation and trial of tax fraud cases; and 50 will 
be assigned to United States attorneys and the Attorney General for special 
investigations in connection with the presentation of evidence to Federal grand 
juries inquiring into possible racketeering fraud cases. It is estimated that the 
increased force will permit the investigation of about 1,800 additional potential 
fraud cases in 1955; considering training time for the new agents and the fact 
they will be on the rolls for only 8 months during that year, and 3,600 additional 
cases in sueceeding years. 

There is a backiog of work in this activity in all regions; ror example, in the 
Omaha region the Intelligence Division was unable to accept 80 cases during 
the past year involving more than $3 million in taxes and penalties; and the 
Philadelphia region could not investigate 625 potential fraud referrals and 1,628 
leads indicating fraud, because of insufficient manpower. The backlog in the 
number of completed criminal cases pending trial in the offices of the United 
States attorneys throughout the county increased from 361 at June 30, 1951, 
to 1,374 as of February 28, 1954. These undesirable situations must be corrected 
now that qualified investigators can be obtained for this type of work. 

(iii) Taxpayer conferences and appeals, $1,812,155.—The 200 additional 
technical advisers (conferees), and necessary supporting clerical personnel and 
expenses requested for this activity should accelerate actual Treasury receipts 
by $125 million in the fiseal year 1955, and for each of the 3 succeeding years. 
This program should, by the end of the fiscal year 1958, entirely eliminate the 
excessive backlog of 26,500 unsettled cases before the Appellate Division, as of 
December 31, 1953. It is pointed out that this inventory represents more than 
a year’s workload for the present force of the Appellate Division. This backlog 
of cases must be reduced to a normal workload within a reasonable time so that 
recoverable tax can be brought into the Treasury at an earlier date, and future 
appeals disposed of without the delays that are now encountered. 

(iv) Reclassification of collection officers, $718,427.—The surveys of collection 
officer positions which were conducted by trained classification people, and based 
upon revised standards cleared with the Civil Service Commission, were com- 
pleted in May. As a result, 2,456 or 35 percent of the collection officers must 
be upgraded: 566 or 8 percent down-graded; and 4,085 or 57 percent remain 
unchanged. These changes in classification wil! be made before the end of the 
current fiscal year, and will result in a total annual cost of $718,427. No provi- 
sion was made for this increased cost in the 1955 estimate and that substantial 
amount cannot be absorbed without a serious adverse effect upon work vital 
to the tax administration program, such as the collection of delinquent accounts 
and returns. 


2. Method of determining amount 


The additional $9,750,000 required for the fiscal year 1955 has been computed 
by item of expense as shown in the section ‘Detailed explanation of estimates 
by activity.” In developing the estimate proper consideration has been given 
to delays which will occur before the additional personnel are actually brought 
aboard in 1955. In brief, $9,031,573 is based upon the need for expanded audit 
aoverage, investigation of tax frauds, and acceleration of taxpayer conferences 
dnd appeals work; and the balance, $718,427, represents the net additional cost 
cue to proper classification of collection officer positions. 


8. Reason additional funds required in 1955 instead of postponing until 1956 


The need for additional enforcement work was evident at the time the 1955 
estimate was submitted, but there was then no assurance that the required en- 
forcement personnel could be obtained. During the hearings before the House 
Appropriations Committee on the 1955 estimate this problem was discussed and 
an understanding reached that at such time as conditions clearly indicated the 
availability of additional qualified enforcement personnel supplemental funds 
would be requested. Late in the calendar year 1953 new civil service registers 
were established, and during the period from January through March, 1954, 
1,205 revenue agents were appointed from the new registers. Recent surveys 
disclose that the condition of these new registers will permit the additional hiring 
contemplated by this supplemental estimate. Thus the obstacle which earlier 
precluded plans for additional enforcement work in the fiscal year 1955 has been 
removed, and, consistent with the understanding reached wlth the Appropria- 
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tions Committee, this supplemental estimate contemplates a stepped-up enforce- 
ment program for the fiscal year 1955. 

Additional funds necessary for proper classification of collection officer posi- 
tions will be required during the fiscal year 1955, since classification work will 
be completed prior to the beginning of that year. 


DETAILED EXPLANATION OF ESTIMATES BY ACTIVITY 


The amount of this supp. “rye request ($9,750,000) when added to the amount 
presently available for 1955, will make available to the Internal Revenue Service 
appropriated funds totallng $275,662,000 for the fiscal year 1955. The amounts 
provided in the regular annual appropriation and in this supplemental request 
are allocated to activities in the following statement. 


Activity | Supplemental Total 


Rulings, technical planning, and special technical services $3, 817, 240 |..__.- sa} $3, 817, : 
Processing and revenue accounting... 73, 682, 162 73, 682, 
3. Audit of tax returns and collection of delinquent accounts 133, 591, 128 $5, 568,870 | 139, 159, 9¢ 
. Tax fraud and special investigations.....____. - : 11, 120, 967 2, 368, 975 | 13, 489, 942 
5. Alcohol and tobacco tax regulatory 21, 487, 154 
Taxpayer conferences and appeals. 8, 549, 900 1, 812, 155 
. Legal services 6, 013, 840 
. Inspection service 4 3, 638, 950 
. Statistical reporting 1, 555, 786 |.......-. 
10. Executive direction 2, 463, 924 ; 2, 


265, 912, 00 9, 750, 000 275, 662, 000 


The need for the additional funds included in this estimate could not be deter- 
mined at the time the annual budget for 1955 was formulated. 

The following pages set forth, by activities, the detailed justification for the 
supplemental estimate. 


Activity No.3—Audit of tax returns and collection of delinquent accounts 
Audit of tax returns 
01 Personal services, $4,018,388.—The additional manpower needed to accom- 


plish the objectives in respect to increased audit coverage, as set forth in the 
general statement, is shown in the following tabulation. 


Net cost 


Salary 
rate (10 months) 


| 
| 
Title of position 


| Group chief (internal-revenue agent) 
—, revenue agent 


1,050 


As indicated in the foregoing table, it is planned that the additional personnel 
to be assigned to the audit activity will be employed for an average of 10 months in 
the fiseal year 1955. The condition of civil-service registers for the classes of 
positions involved is such that no difficulty is anticipated in filling the positions in 
time to obtain that period of service for the year. 

The net cost figures for grades 9, 11, 12, and 13 have been adjusted to allow for 
savings anticipated to result from’ promotion to those grades of qualified agents 
now on the rolls at salary rates above the minimum of their present grade. 

02 Travel, $455,180.—Of the 1,050 additional employees to be assigned to 
activity No. 3, 800 are to be Internal Revenue agents. The average annual 
travel cost per agent now on the rolls is $381. Although it is planned that the 
additional agents requested herein will be on the rolls for 10 months of the fiscal 
year 1955, they will be in training for the first 2 months of their employment. 


ont | | 
$8,360 38| $317, 680 $244, 321 
7,040 160 | 1, 126, 400 854, 103 
5,940 160 950, 400 707, 436 

o8-s...... 200 590, 000 491, 667 
| | 5,171,985 | 4, 018, 388 | 
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Consequently, their travel expense has been computed on the basis of only 8 
months. 

The training cf 500 of the new agents will involve per diem expenses to be 
incurred while assigned to locations other than post of duty. This expense is 
estimated at $504 per man, calculated at $9 per day for 8 weeks. 

The following table summarizes the travel and per diem costs. 


Number | Annual | 
of agents Rate | cost Net cost 


Normal travel expense... .....-.--.--.. 800 | $381 per annum | $304, 800 | 1 $203, 180 
Per diem expense for training - __- - 500 | | $504 ($9 per day for 8 weeks) | 242, 000 


18 months, 


05 Rents and utility services, $118,125.—Office space is available within 
presently occupied quarters for housing approximately 50 percent of the addi- 
tional personnel. The amount needed for this class of expense has therefore 
been computed by applying the current average annual rental rate ($3 per square 
foot) and average area per person (90 square feet) to one-half of the number of 
additional employees requested for this activity. The computation is illustrated 
as follows: 


Number of additional employees to be assigned to activity No. 3___- 1, 050 
4 of above number : 525 
ees: rental cost per e mployee (90 square feet by $3) Sth $270 
Total annual cost (525 by $141, 750 

Net annual cost (10/12 of total annual cost, to account for employment 


08 Supplies and materials, $52,500. _The estimate for supplies and materials 
is based upon records reflecting an average annual cost of $60 per person, adjusted 
to provide for 10 months employment in the case of additional personnel to be 
assigned to activity 3. 

09 Equipment, $206,250.—Prevailing prices of furniture and equipment were 
used to arrive at the cost for this class of expense. The items to be purchased 
are: For each of 800 internal revenue agents, 1 desk, 2 chairs, and 1/10 adding 
machine; for each of 250 clerical employees, 1 desk, 1 chair, and 1 typewriter. 

Total additional cost for audit of tax returns, activity 3, $4,850,443. 


Classification of collection officers 


01 Personal services, $718,427.—The effect of the reclassification program 
described in the general statement is shown in detail on the following statement. 
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Proposed reclassification of collection officers 


GS grades Number ‘ Amount 


Upgrading: 


= 


5 
5 
5 
6 
6 
7 
7 
7 
8 
8 
9 
9 
9 


SSSSSSESSSSES 


—86, 705 
+718, 427 


Collection officers on the rolls as of Mar. 27, 1954 
Number upgraded 
Number downgraded 
Number unchanged 


Total additional cost for ‘Classification of collection officers, activity 3,’’ $718,427. 
Total additional cost for all purposes, activity 3, $5,568,870. 


Summary by objects of ‘‘Expense, all purposes, activity No. 3” 


Rents and utility services 
Supplies and materials 
Equipment 206, 250 


5, 568, 870 
Activity No. 4—Tax fraud and special investigations 


01 Personal services, $1,823,529.—Additional funds are required for this activity 
in order to make a larger number of investigations of the many cases indicating 
potential fraud and to assist in the preparation and presentation of cases going to 
trial. Also to assist United States attorneys in special racket investigations. 
It is estimated that the following additional personnel can be recruited and trained 
during the first half of the fiscal year 1955. 

The net cost figures for grades 9, 11, 12, and 13 have been adjusted to allow for 
savings anticipated to result from promotion to those grades of qualified agents 
now on the rolls at salary rates above the minimum of their present grade. 


Title of position Annual cost P yinebe 


126, 150 
349, 250 
3, 075, 800 


—$340 
—375 
| —24, 540 
—1, 280 
| —1, 510 
—2, 725 
—1.060 
—1, 100 
—2, 020 
75, 935 ——|- 
3, 500 
2, 466 | 805, 132 
Number Percet 
4, 085 57 
05 
08 
09 
Salary 
Grade rate 8) 
GS-13. $8,360 | Special 40) $334, 400 $202, 499 
565 1, 823, 529 
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It will be noted that all other employees requested in this supplemental estimate 
are to be employed for an average period of 10 months, while the employees 
requested for this activity are for an average period of only 8 months. All 
special agents are required to have a complete character investigation as well as a 
tax investigation prior to appointment. It is estimated that this investigation 
will require 2 months. 

02 Travel $363,318.—The average annual travel cost per special agent now 
on the rolls is $589. Travel expense for the 455 special agents requested in this 
estimate has been computed at that rate for 6 months of the fiscal year 1955, 
since it is proposed that they will be employed for only 8 months of that year and 
assigned for training for 2 months. The per diem expense for the training period 
is shown separately in the following statement. 


Number | Annual 


coat Net cost 


of special | Rate | 
agents 


Normal travel expense 455 | $589 per annum. ._______..__| $267,995 | $133, 998 
Per diem expense for training. ._-_________- 455 | 504 ($9 per day for 8 weeks) 229, 320 


05 Rents and utility services, $50,755.— 


282 employees at 90 square feet per person at $3 per square foot: 
Annual cost $76, 
50, 75 


It is estimated that one-half of the additional personnel will be housed in 
space presently available. 


08 Supplies and materials, $22,598.— 


565 employees at $60 per person: 
Annual cost 
22, 598 


09 Equipment, $108,775.— Net cost 


455 special agents at $175 per employee 
110 clerical at $265 per employee 29, 150 


108, 775 


The equipment estimate includes 1 desk, 2 chairs, and one-tenth of an adding 
machine for each special agent and 1 desk, 1 chair, and | typewriter for each 
clerical employee. 

Total additional cost, activity 4, $2,368,975. 


Activity No. 6.—TAXPAYER CONFERENCES AND APPEALS 


01 Personal services, $1,683,213—The additional funds requested in this esti- 
mate are required to bring the work of the appelate division to a more current 
basis and to step up the collection of the recoverable tax represented in the back- 
log of contested cases. In order to accomplish this program it will be necessary 
to employ the following additional technical personnel together with the required 
supporting personnel and related costs. 

he net cost figures for grades 11 and 13 have been adjusted to allow for savings 
anticipated to result from promotion to those grades of qualified employees now 
on the rolls at salary rates above the minimum of their present grade. 


Number 
—— Title of position of posi- | Annual cost 
tions 


| 

| Net cost 
| (10 months) 
| 


$8,360 | Technical adviser : 200 $1, 672, 000 $1, 289, 653 
5,940 | Accountant and auditor_____- OD 297, 000 221, 580 
206, 375 171, 980 


2, 175, 375 1, 683, 213 


| 
} 
08-13... 
GS-11...) 
GS-4.___. 
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02 Travel, $16,667. — 


200 technical advisers, at $100 per man per year: 
$20, 000 


Net cost (10 months) - 
05 Rents and utility services, $35,550.— 


158 employees, at 90 square feet per person, at $3 per square foot: 


Annual cost 
Net cost (10 months) 


16, 667 


$42, 660 
35, 550 


(It is estimated that one-half of the additional personnel will be housed in 
presently available space.) 


08 Supplies and materials, $15,750.— 


315 employees, at $60 per annum per employee: 


200 technical advisers, at $175 per employee 
50 accountant and auditors, at $175 per employee 
65 clerical employees, at $265 per employee_______ 


machine for each of the technical advisers and auditors, 


Annual cost____ 
Net cost (10 months) 


09 Equipment, $60,975.— 


Total. 


17, 225 


60, 975 


The equipment estimate includes 1 desk, 2 chairs, and one-tenth of an adding 


1 typewriter for each clerical employee 


Total additional cost, activity 6, $1,812,155. 


Total additional cost for all purposes, all activities, $9,750,000. 


Amounts available for obligation 


and 1 desk, 1 chair, and 


Presently Revised 
available estimate Difference 
Appropri*tion or estimate... $265, 912, 000 | $275, 662,000 | +$9, 750, 000 
Reimbursements from non-Federal sources. 24, 500 | 
Total available for obligation... .............----.--.--- 265, 936, 500 275, 686, 500 +9, 750, 000 


Note.— Reimbursements fron non-Federal sources above are from the proceeds of sale of personal prop- 
erty (40 U.S. C. 481 (©). 


Obligations by activities 


Presently Revised 
Description available estimate Differences 
DIRECT OBLIGATIONS 
1. Rulings, technical planning, and special technical services_ $3, 817, 240 $3, 817, 240 |__-_- 
2. Processing and revenue accounting ._.............--.-..-- 73, 682, 162 78, OBZ, 162 |......-- 
3. Andit of tax returns and collection aan tanta oranpwamate -| 133,591,128 | 139,159,998 | +$5, 568, 870 
4. Tax fraud and special investigations... __._.........-..---- 11, 120, 967 13, 489, 942 +2, 368, 975 
5. Alcohol and tobacco tax regulatory 21, 487, 154 21, 487, 154 
6. Taxpayer conferences and 8, 540, 900 10, 353, 055 812, 155 
7. Legal services 6, 013, 840 6, 013, 840 |. 
9. Statistical reporting. 1, 555, 735 1, 555, 745 |. 
265, 912, 000 662, 000 $9, 750, 000 
Obligations payable out of reimbursements from non-Federal | 4 
sources: 
2. Processing and revenue accounting. ._.......------- 2 2, 000 2, 000 
5. Alcohol and tobacco tax regulatory work~_.....-...._-- 22, 500 22, 500 |... 
Total obligations payable out of reimbursements from 


1 
| 
| 
8, 750 
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Obligations by objects 


Presently Revised 


Object classification available estimate 


Difference 


SUMMARY OF Pr RSONAL SERVICES 


Total number of permanent positions_ 
Full-time equivalent of all other positions____- 
Average number of all employees PH 


DIRECT OBLIGATIONS 


Personal service obligations: 
Permanent positions - ebb nae ...----| $236, 278, 613 | $244, 522, 170 +$8, 243, 557 
Regular pay in excess of 52-week base wh tides 915, 500 915, 500 
Payment above basic rates. __. 395, 250 395, 250 
032, 920 +8, 243, 557 


Total personal services ___- | 23 , 789, 363 | 24: 
109, 165 +835, 165 


8, 
2 Travel. 7, 
Transportation of things 1, 105, 300 
Communication services. | 5, 368, 657 
Rents and utility services. _ J , 107, 680 1, 312, 110 +204, 430 
Printing and reproduction __-- 4 5, 112, 000 6, 112 yes 
Other contractual services , 989, 500 1, O89, 
Supplies and materials__ : 2, 201, 200 2, 382, 048 +00, S48 
Equipment. . 674, 200 2. 050, } +-376, 000 
Taxes and assessments | 200, 000 200, 000 | 


275, 662, 000 | 


Total direct obligations 265, 912, 000 | +9, 750, 000 


OBLIGATIONS PAYABLE OUT OF REIMBURSEMENTS | 


Obligations incurred _-__----_.....----- emt 275, 686, 500 +9, 750, 000 


Schedule of average salary and grade 


‘ ‘ Estimate, Estimate, 
Actual, 1953 1954 1955 


Average salaries and grades: 

General schedule grades: 
Average salary $4, 494 $4, 570 } 

Average grade GS8-6.2 GS-6.3 GS-64 


Mr. Canrigtp. We have before us Commissioner T. Coleman 
Andrews and his associates who will support this request. 
Commissioner, do you have a general statement you wish to make 
at this time? 
GENERAL STATEMENT 


Mr. AnprReEws. Yes, sir. And it is only six pages and we have 
tried to boil it down, so I think if it is agreeable to the committee 
I shall read it. 

Mr. Chairman, when I appeared before you gentlemen on February 
1 to discuss the budget for the 1955 fiscal year, you asked if the 
amount requested ($266 million) would permit me to do the job | 
thought should be done. 

My reply was that the amount requested was all that I could 
rightly ask for at that time because we hadn’t been able to get all 
the people you had authorized. However, I did say that we would 
come back when we had gotten the people authorized, could get more 
people, and could use them effectively and intelligently. Mr. Chair- 
man, you answered: 


Paces: fu 53, 331 | 55, 261 | +1, 930 
53, 465 54, 979 +1, 514 
0 
{ 
{ 
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This Committee wants you to come back, Commissioner, when you feel that 

~~ can show that by the addition of more personnel you can make it pay the 
ureau of Internal Revenue and the American economy. 

I = here before you today because I believe that showing can now be 

made. 

First, there is the matter of getting the people. On February 
first I told you I felt that we had found a way out of the dilemma we 
had faced up to that time in recruiting the kind of people we needed. 
Actually, within about 90 days from , “sheer 1, we recruited 1,205 
internal revenue ageats, and could have gotten more if we had had 
sufficient funds to pay them the rest of this year. Prospects are very 
good for future employment; there are over 1,000 on the registers 
now and another 1,000 will probably soon be added to the registers. 
It looks like more good people are now interested in working for the 
Revenue Service. 

I am certain that you gentlemen also will be interested to know 
that since last June, while increasing enforcement officers by more 
than 1,000, we have decreased the number of other employees by 
approximately 1,500. And of course you know that, comparatively, 
the regular budget is $4 million less than last year. Next, there is 
the matter of inate that we can use the additional people effec- 
tively and intelligently. 

AUDIT 


In the audit activity the dropoff in additional tax resulting from 
audit has been replaced by an encouraging increase in the last few 
months, specifically, since the first of January. Although we ran 
consistently behind the 1953 fiscal year results through December, 
the trend has now been reversed and additional tax resulting from 
enforcement in each month since January 1 has appreciably exceeded 
the corresponding month of last year. During this 4-month period 
the increase over the comparable period in 1953 amounts to $80 mil- 
lion or 18 percent.. This is partly due to our change in the taxpayer 
assistance program which prevented an abrupt drop during the filing 
period. However, we are getting increased audit production and have 
pte reason to believe that the increase will continue in the months 
ahead. 

This request includes $4,850,000 for the audit activity and contem- 
plates the hiring of 800 additional revenue agents together with nec- 
essary supporting clerical personnel and provision for related expenses. 
As pointed out in the justifications for this supplemental request, we 
estimate that these agents will produce approximately $60 million of 
additional tax during the fiscal year 1955 and that their production 
in subsequent years will step up to or exceed $100 million annually. 


TAX FRAUD INVESTIGATIONS 


The increase in production in the area of tax fraud investigations 
has been most gratifying, despite the fact that only relatively small 
increases in the special agent force could be made from savings effected 
in other areas. The number of cases investigated during the first 
10 months of fiscal year 1954 exceeded by more than 20 percent the 
number investigated during the corresponding period in fiscal year 
1953; and prosecutions recommended show an increase of more than 
50 percent. The increase in the number of prosecutions recom- 
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mended was, of course, partly due to the step-up in investigations, 
but a firmer prosecution policy and a more effective selection of cases 
were also important factors in achieving the increase. 

The potential workload of fraud cases still runs well ahead of even 
the stepped-up production of our present force, without counting the 
additional cases developed from the work of the expanded agent force. 
The $2,369,000 requested for tax fraud special investigations personnel 
in this supplemental request will permit the hiring of 455 additional 
special agents together with necessary supporting clerical personnel 
and provision for related expenses. If our request is granted, most of 
these additional agents will be assigned to investigative work on tax 
fraud cases, but approximately 125 must be assigned to assist United 
States attorneys during the preparation and trial of fraud cases and 
special investigations in connection with the presentation of evidence 
to Federal grand juries inquiring into possible racketeering fraud 
cases. 

APPELLATE 


Substantial progress also is being made in reducing the backlog of 
cases pending in the Appellate Division. During the 6 months 
ending March 31, 1954, the number of cases pending was decreased 
17 percent, and the number of cases disposed of was greater than in 
either of the 2 previous 6 months’ periods. However, the amount 
of tax involved in the cases in the inventory is not going down as 
rapidly as the number of cases. This is particularly true in the dock- 
eted-case inventory, where we have no control over the selection of 
cases to be tried or continued by the Tax Court. 

In February I told vou we had decided it was absolutely necessary 
to increase the personnel assigned to this activity and that we were 
pong to pick some of our top revenue agents and assign them to appel- 
ate work to dispose of this backlog. Most of these people have now 
been selected and detailed to the appellate work and are beginning 
to pick up production as they get the experience necessary for this 
specialized work. There is included in this request the amount 
of $1,812,000 for this activity. This amount will cover the cost of 
200 technical advisers together with necessary supporting personnel 
and provision for related expenses. By providing these funds for 
this activity you will enable us to replace the internal revenue agents 
transferred to this work. The additional people engaged in appellate 
work will not only accelerate actual Treasury receipts by an estimated 
$125 million in fiscal year 1955 but also bring within sight the achieve- 
ment of our objective to settle all appeals within 4 months except those 
requiring litigation. 


COLLECTION OF DELINQUENT ACCOUNTS 


In discussing distraint warrants in February, I pointed out that the 
number of warrants outstanding, together with the amount of tax 
involved, had been increasing for the simple reason that we were get- 
ting more current in issuing warrants and not allowing accounts to go 
so long before warrants were issued. We have not made a great deal 


of progress in reducing the number outstanding or the amount in-— 
volved in outstanding warrants, but I am very happy to report that 

we expect that the amount of revenue collected on warrants in fiscal 
year 1954 will equal the amount which was collected in fiscal year 
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1953 ($505.4 million), which was the highest ever collected. More- 
over, this year’s collection is not the result of an all-out drive, with 
the necessity of diverting people from other functions, as was the case 
in 1953, but is a result of more effective collection measures and pro- 
cedures and increased management control over the productivity of 
collection officers. 

I also said in February that we were not contemplating any more 
collection officers. We still do not believe that we need to expand this 
force; in fact, we think we can lick this problem through effective 
management of this activity. ‘ 

A Classification survey of all collection officer positions, based on | 
revised standards which were cleared with the Civil Service Commis- 
sion, has recently been completed. This survey resulted in upgrading 
35 percent of the collection officers and downgrading 8 percent of them. 

These changes, which must be made in accordance with law, were 
not included in the 1955 budget, and unless they are now provided for 
they could be absorbed only o reducing the number of people we can 
employ. Consequently, we are asking for $719,000 to cover the cost 
of reclassification of collection officer positions. 


GENERAL 


I have here several tables which set forth in more detail the increased 
production I have mentioned briefly in this discussion. With your per- 
mission, I would like to insert these tables in the record. 

Mr. CanrFie_p. Without objection, they may be inserted in the 
record. 

(The tables referred to are as follows:) 


Comparison of employment during the period June 1953 to April 1954} 


Allother| 

Revenue | Special 

Month agents agents Subtotal 
1953—June____............--.- 9, 037 7,617 1, 200 17, 854 34, 600 52, 454 
July - -- 9, 053 7, 655 1, 227 17, 935 34, 216 52, 151 
August 9, 018 7, 521 1, 256 17, 795 34, 196 51, 991 
8, 953 7, 521 1, 273 17, 747 33, 776 51, 523 
October es 8, 915 7, 512 1, 287 17, 714 33, 437 51, 151 
MERE os ILO 9, 012 7, 62 1, 282 17, 856 33, 404 51, 260 
EE CREE EINE FF 8, 959 7, 712 1, 286 17, 957 33, 348 51, 305 
1954—January é 8, 644 7, 993 1, 297 17, 934 33, 265 51, 199 
February. _- 8, 003 8, 572 1, 302 17, 877 33, 306 51, 183 
March __ 7,019 10, 242 1, 296 18, 557 33, 169 51, 726 
eee £155. 2th eh es 6, 971 10, 667 1, 296 18, 934 33, 054 51, 988 

Increase (+) or decrease (—) from June 

— 2, 066 +3, 050 +96 | +1, 080 —1, 546 — 466 


! Exclusive of temporary employees. 
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Additional tax resulting from enforcement 
{Millions of dollars] 


| Fisel 
year 1953| year 1954 Month 


Fise® Fiscal 
year 1053 year 1954 


July ...--- 139.0 April 
134. 0 7 


September .2| 10 months cumulative | 
total. | 1,245.9 | 1,161.1 


October 
December 


Total 


January - - ---- 
February 
Mareh 


Number of prosecutions recommended 


Fiscal | Fiscal || Month | Fiseal | Fiscal 
year 1953 | year 1954 ‘ jaa 1953 | year 1954 


March.....- 


April_- 


10 months cumulative 


October 
November 
December 


January 


Cases on hand in appellate division 


|Nondock-| Dock- 
Period ending eted | eted 

} | 
10,214 Jan. 31, 1954. 
10, 395 Feb. 28, 1954.....--- | 15, 756 | 
10,920 || Mar. 31, 1954____- 15, 164 
10, 829 || Apr. 30, 1954........... ---| 14,685 | 8, 652 
9, 503 || | 


Nondock-| Dock- | 


Period ending eted | eted 1} 


Month 
314.9 
165.7 113.7 |) June 3 173.2 
120. 5 96.9 
137.8 118.6 415.2 
118.4] 129.8 || 
1083 | || 
|| 
332.0 | 400. 0 
85 85 
137 150 | Mey _. 
389 | 857 || Jume---------- 97 |.--------- 
317 
62 | 133 | = = 
69 | 175 Total___ | 1,285 
Dee. 31, 1952... 21, 490 | 
21, 221 | 
June 30, 1953... 19,365 
Des. 16, 969 
| | 
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Revenue collected on warrants for distraint 


| Millions of dollars] 
Fiscal years 
Month 
1952 1953 1954 
| 
110.3 | 125.6 | 129. 2 
41.3 44.4 45, 2 
37.5 | 45.2 43.4 
122.1 | 136.7 | 134.4 
40.3 | 42.7 | 38. 3 
32.5 37.9 | 34.2 
34.2 | 38.5 42.6 
10 months cumulative total... 378.9 | 425.4 | 424.9 


Norte: The amount collected in 1953 was the highest ever collected, resulting from the ‘‘all out’’ drive dur- 
ing that year. It is expected that the collections in 1954 will equal 1953 as a result of more effective collection 
measures and procedures and increasing management control over productivity of collection officers. 


COLLECTIONS 


Mr. Canrietp. Commissioner, will you also have inserted in the 
record, along with these tables, another table showing the overall 
collections of the Internal Revenue Service? 

Mr. AnprEws. Down to date? 

Mr. Canrietp. For a comparable period from June 1953 to the 
latest date. 

Mr. Anprews. We can give you that, sir. 

(The information is as follows:) 


Internal revenue collections—Summary of collections by major categories for the 
month of April and the first 10 months of each of the fiscal years 1952-54 


{Millions of dollars} 
Month of April— Fiseal year to date 
1952 1953 1954 1952 1953 1954 

Corporation income and profits taxes__.________.____. 1, 278 654 647 | 15,457 | 15,552 | 14, 269 
Individual income and employment taxes__..________- 2,921 | 2,529 2,456 | 27,206 | 30,453 | 31, 566 
15 10 7 80 104 7 
Alcohol taxes. 210 230 223 | 2,125 | 2,315 2,314 
135 133 130 1, 283 1,390 1, 303 
Documents, other instruments, and playing cards... _- 6 12 6 68 79 73 
Manufacturer’s excise taxes... 206 255 27 | 1,849 2,307 2, 018 
Retailers’ excise taxes. 33 36 23 406 424 371 
152 181 68 | 1,686 | 1,726 1, 535 

Total internal revenue collections... _._-____._- 5,027 | 4,116 | 3,676 | 50,786 | 55,016 | 54, 238 


lit 
| | 
] 
| | 
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RELATION OF PERSONNEL TO COLLECTIONS 


Mr. Anprews. In conclusion, I feel absolutely safe in assuring you 
gentlemen that we can use the additional people requested to the 
advantage of the Revenue Service and the country’s economy. It is 
an interesting fact, I think, that the Revenue Service in effect does not 
spend one dollar of tax money but, instead, more than pays its way in 
just the items of interest and penalties on additional assessments 
resulting from enforcement work. 

For example, in fiscal year 1953 we collected $416.7 million in 
interest and penalties and spent $268.5 million. I believe that the 
penalties alone developed by the new people would amount to nearly 
the requested $9,750,000 and that all of the additional tax they 
produce, and most of the interest on that tax, will be clear profit. 

That concludes my general statement. 


DISCUSSION OF EFFECT OF SUPPLEMENTING REVENUE AGENTS FORCE 
IN CURRENT FISCAL YEAR 


1 was going to say something, Mr. Chairman, by way of explana- 
tion, because I feel that you gentlemen should know as much as we 
know and can impart to you about just how we feel about our problem, 
and that is that in spite of the progress we have reported here, we feel 
that our real progress is still ahead of us for this reason: 

As you will notice from one of these tables, I think the first one, we 
continued to lose revenue agents down to the month of December. 
You will remember I explained to you when I was here in February 
why that was. That is in the second column of that first table. It 
was in December or November, | believe, that we got new registers 
and began to find we could get some people that we very badly needed. 
We began to put them on in December, and in December we crossed the 
line of the total number of people that we had at the end of June 1953. 
We had at the end of June 1953, 7,617 in the revenue agent category 
and we wound up December with 7,712. From that time on down to 
now we have been steadily increasing our revenue agent force. 

However, I think you should know that the Revenue Service is no 
different from any other kind of business that has an auditing job on 
its hands. You do not begin making producers of your new people 
as soon as they get on the payroll. In the Revenue Service they have 
an 8-week period of schooling during which they do nothing but draw 
their salary and learn. Then they have a 2-month period of appren- 
ticeship during which they do little else than become acquainted with 
the practical operations. Therefore, looking at it from the standpoint 
of timing as to when these people go into production, we are just now 
beginning to realize, in terms of production, on the investment in these 
people we put on in December and January. So we cannot relate 
their production to the increase in number. 

There is another aspect of this I think most people do not think of 
unless they are familiar with the problem, and that is that as you add 
to a force of this kind you naturally make a considerable dent in the 
existing force, because you can only train new people with old people. 

Consequently, we not only have these people not yet completely in’ 
production, but also we have an adverse effect on the production of 
the older people. We have come to you before this more with hope 
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and confidence perhaps, than we have tangible results, but now we see 
our plan beginning to pay off in the way of tangible results in the 
return of taxes and the number of warrant collections. 


COMPARISON OF COLLECTIONS, 1952, 1958, AND 1954 


Mr. Canrievp. I think you have given us a very splendid statement 
here this morning and may I ask at the outset what your latest avail- 
able overall collection figures indicate in comparison with similar 
figures for last year? 

Mr. ANprews. You are speaking of total collections, now? 

Mr. Canrievp. That is right. 

Mr. Anprews. I| wonder if I may first answer you in terms of addi- 
tional taxes resulting from enforcement which, of course, is really the 
key to our accomplishments; because, after all, what comes in volun- 
tarily is not the result of any special effort on our part, but just what 
people walk up to the window and pay. It is in the examination of 
returns and increased diligence in the collection of accounts that we 
really get in our licks in enforcement personnel. 

In the months of January, February, March, and April we have in 
each of those months exceeded substantially the collections for the 
previous year. If you will look at table No. 2 headed “ Additional Tax 
Resulting from Enforcement,” I call your attention to the fact that 
in January we jumped from 118.4 million to 129.8 million; in February, 
from 106.3 million to 148.6 million; in March from 107.3 million to 
121.6 million; in April, from 105.2 million to 117 million. I do not 
know just what to say to you about May and June, but we ceriainly, 
of course, expect to hold our own. 

I call your attention to the fact that one of the interesting factors 
in this whole thing is that we are operating with two or three thousand 
less collection officers; we are using about 2,000 less collection officers 
than previously were used. And we are not just holding our own in 
collections, but are actually showing a little bit of an increase. 
That, of course, can only mean one thing; that is, improved efficiency. 
And we intend, of course, to keep that. As I pointed out in my state- 
ment, we do not think it is necessary to increase our present collection 
force in order to increase the collection of delinquent accounts. We 
think the main problem there is just better management of the 
whole process of collection. 

Now to get to your question as to the overall amount, Dr. Atkeson 
has the information right down to date, I think, in his book. 

Mr. Arxkeson. For the first 10 months of the fiscal year 1953, 
aggregate internal revenue collections were $55,016 million. The 
corresponding figures for the first 10 months of fiscal 1954 are $54,238 
million—a decrease of less than $1 billion, the most of which is ac- 
counted for in two ways, one, the corporation income tax resulting 
from a decrease in profits; and, the second, the excise tay resulting 
from a decrease in rates. 

Mr. Gary. Do you have the fiscal 1952 figures there? 

Mr. Arxegson. Yes, sir; I have the full year 1952. 

Mr. Gary. I would rather have the 10 months figure, so it will be 
comparative. 

r. Arxeson. I do not have the 10 months for 1952. 
Mr. Gary. Will you insert that at this point in the record? 
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Mr. ArKeson. Yes, sir; I will be glad to. 
(The information requested may be found on p 474.) 


ADDITIONAL AGENTS FOR 1955 


Mr. CanFietp. Commissioner, the $9,750,000 will provide for the 
employment of 800 additional agents, together with their related 
costs, such as travel, rent, utility service, supplies, and equipment; is 
that correct? 

Mr. AnprEws. That is right. 

Mr. Canrretp. This additional 800 agents requested plus the 645 
provided in the regular appropriation bill for 1955 would give you in 
excess of 1,400 more agents than you had during the current fiscal 
year; is that correct? 

Mr. Anprews. That is right. 


AVAILABILITY OF RECRUITS 


Mr. CanrFiE.p. It is noted that the situation as regards recruiting of 
agents has changed since you were last before us. You now believe 
you can recruit all you can absorb; is that right? 

Mr. Anprews. We can take on more now than we have provided 
for. 

Mr. Dex. Not only can we recruit these, but we bave more than 
1,000 already examined, interviewed, and we can put them on within 
20 days. The holding of examinations has been very successful, and 
we are not only keeping current, but are keeping a reservoir of people 
already interviewed and checked and can make appointments 
promptly and keep our force up. 


PRODUCTION BY AGENTS 


Mr. CanrieLp. What do you estimate as the average return of an 
experienced agent; that is the annual revenue he will actually bring 
into the Treasury? 

Mr. AnpREws. A revenue agent, Mr. Chairman, does not really 
reach the peak of his production until 24 to 3 years. By that time 
he should produce anywhere from $25 to $35 for every dollar we pay 
him; certainly a minimum of $20; which means if we hire a revenue 
agent at $4,200, he ought to produce in the neighborhood of $100,000 
in taxes. 

OVERHEAD COSTS OF AGENTS 


Mr. Canrie.p. Right there, in your comparative figures do you 
embrace also travel, equipment, rents, utilities, and other costs? 

Mr. Anprews. All of our statistics are based generally upon total 
cost of employing and putting a revenue agent to work and keeping 
him going. Of course these figures would be mighty hard to tie right 
down to exactness, because they do vary and you remember that the 
overall percentage of our budget that is spent for salaries is around 
90 percent; so we have a 10 percent overhead, roughly, that goes alon 
with every person we employ, which is not high, 1 believe you wi 
agree. I believe Mr. Sieminski mentioned that in our discussion when 
we were here before in February, maybe not as narrowly as that but 
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on a broader basis, and we figure we ought to get, I would say con- 
servatively, about 25 times what we pay. 

Mr. CanFIELD. By “what we pay” you mean the salary and relate: 
costs: 

Mr. AnprEws. Everything that he costs us. 

Mr. Passman. Does that 10 percent include the stamps you haye 
to purchase in lieu of penalty mail? 

Mr. ANnprews. Yes. 

Mr. Passman. That takes a sizable amount, does it not, out of the 
10 percent? 

Mr. AnprEws. Postage is a right good sizable item in our budget. 
It amounts, as I recall it, to about 1.5 percent of the total. 

Mr. Passman. That would be in the 10 percent you mentioned for 
general overhead? 

Mr. Anprews. We say 10 percent roughly. I would not want to 
be tied down to that absolutely. 

Mr. Dex. We consider as overhead for the collection of taxes 
that it includes some $6 million as the printing cost for tax returns 
and all that sort of thing. 

Mr. Passman. It certainly indicates it is below the average for 
Government agencies by comparison. 

Mr. De vx. I| might say the general administrative overhead is we'll 
within the administration standard set up by the Bureau of the Budget. 
We are down under that. 

Mr. AnpreEws. Speaking to your comment of 1 moment ago, very 
frankly one of the things I have the greatest difficulty in doing is 
avoiding bragging or appearing to brag about the cost of our operation 
in terms of the job we are doing and also in terms of what we are 
actually accomplishing. We do not want to give the impression we 
think we are over the hump, because we think this committee ought 
_ to know that we are not over the hump yet. We have a long way to 
go before we can come before you and say honestly “Gentlemen, we 
think your Revenue Service is in very good shape structurally and 
administratively to handle anything.’’ I would say we are at least 
a year from that; but, a Dr. Atkeson put it awhile ago when we were 
talking in the other room, we are certainly headed in the right direc- 
tion and are moving ahead with increased speed. 

Mr. Passman. I think the record indicates that. 

Mr. Canrtevp. In those figures you have just cited, Commissioner, 
with respect to production, you have in mind the experienced agent, 
the man who has been properly trained and who has been working for 
a period of many months? 

Mr. Anprews. Oh, yes. I would say immediately the revenue 
agent is turned loose in the first year after he has had instruction 
and apprenticeship you can count on him producing 10 to 1, and it 
moves up steadily then until he gets up to 2% to 3 years’ experience, 
when he reaches his peak. And‘ say ‘‘peak”’ in terms of the parti- 
cular status he has achieved at that time as a revenue agent. Obviously 
as he moves on with greater and greater experience and takes on 
larger and larger cases, his total recovery becomes greater, but 
the relationship between what he is costing us remains fairly uniform 
in relation to what we are getting out of him. 
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AVERAGE SALARY OF AGENTS 


= ‘atin And the average salary of such an agent today 
is what? 

Mr. ANpREws. My recollection is it figures at around $5,150. Is 
not that a figure you gave me some time ago? 

Mr. Arxeson. It would be in that range. 

Mr. Anprews. Between $5,000 and $5,200. That is taking rev- 
enue agents as a whole. 

Mr. Canrreip. And the related costs you estimate as around 10 
percent? 

Mr. AnDRews. Around 10 percent. To be absolutely safe, say 10 
to 12 percent. 

Mr. Delk reminds me that the figure I gave you of around $5,000 
to $5,200 is an overall figure; that that applies to collection officers 
and revenue agents; that the revenue agent himself runs up to around 
$6,100 average. 

EXAMINATION OF RETURNS 


Mr. CanFre_p. When you were last before us, you reported that 
the examination of the number of returns had decreased in fiscal 
year 1953 and the first quarter of 1954. What is the trend in this 
activity since that time? 

Mr. Anprews. The trend in examinations is upward. Obviously 
your number of examinations would tend to decline during that period 
from July to December when we were continuing to lose revenue 
agents; and then as we increased the agents and began to bring them 
into production, our production figures would begin to increase and 
are now beginning to show an increase. On a per-man basis, unit 
basis, the number of examinations an agent can handle in any particu- 
lar year, we still believe we can probably increase the overall average 
number of cases an agent can handle per year and we are working 
diligently to that. But there is one thing about those figures of 
returns examined that I think we might as well be frank about, 
because I do not like to create a misapprehension or misinformation 
about it. The data as to returns examined in the past we find has 
been very, very faulty, and has been faulty in at least one major 
respect. I say “faulty,” which is a question of opinion as to what you 
want to regard as an examination. We found, for instance, when we 
began to dig into some statistics of the past, that there were counted 
as examinations just a mere mathematical verification of returns. 
When the change was made, as I recall it, last year there was maybe 
more than 800,000 such examinations, mathematical verifications, 
counted as examinations; but I say that is not an examination. We 
do not count anything as an examination except a bona fide item by 
item review of the return, either an office audit or having your tax- 
ayer either contacted by telephone or bringing him in and discussing 
his records with us, or by a field audit by which the agent goes out 
and examines the records in the field. A mathematical verification 
does not enter into our calculation of work done by any means, and 
should not in my opinion, because it is not really an examination. ~ 
So we find ourselves, unfortunately, put in the position of having our 
concept of what constitutes an examination compared with the 
previous concept of what they referred to as an examination, which 
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is something we do not think is an examination at all. Therefore, 
we look like we are doing less work whereas, as a matter of fact, we 
are doing more. 

NUMBER OF REVENUE AGENTS 


Mr. CanrieLp. You reported to us at our last meeting that you 
had 7,712 revenue agents as of November 21, 1953. Tell us how 
many you have at this time. 

Mr. Anprews. We had at the end of April 1954, 10,667 agents. 
Mr. Delk says there is an aspect of that he thinks he should explain 
to you. 


SEPARATION OF FUNCTIONS OF REVENUE AGENTS (AUDITING) AND 
COLLECTION OFFICERS 


Mr. Detx. Gentlemen, if you will look at table 1 which we have 
offered for the record, you will find in December we had 8,959 collec- 
tion officers, and you will note at the end of April we had 6,971 col- 
lection officers, or a decrease of 2,000 in round figures. In the former 
years, when the Revenue Service was differently organized under 
collectors of internal revenue, with the functions performed by what 
are known as collection officers today, they made an examination of 
small individual returns, went out and picked up delinquent returns 
and collected warrants and delinquent accounts. The statement the 
Commissioner has made in regard to better management of collection 
officers is tied in with this statement here. Due to the multiplicity of 
assignments, there was little management of when they worked on 
either of those things. They were given a number of delinquent 
accounts or a list of people who had failed to make returns, to find 
out why they had not made returns, and they would work on either 
of those things more or less as they saw fit. 

Under the present operation of the Revenue Service, we are segre- 
gating into one area under one management so we can hold them 
responsible, all of the auditors. So we have taken out of that area 
the examination of returns irrespective of the type of examination 
and the type of return, and put it under one audit activity, and we 
have shifted from that area those people who formerly made exami- 
nations in the collector’s area, as it was referred to then, who are 
particularly qualified to make examinations, and put them over audit- 
ing returns on a full-time basis, and we are confining the collection 
officer primarily to just collections. Inasmuch as they do get around 
much more frequently than revenue agents in the various areas, they 
are also asked to find out why people have become delinquent in 
filing returns; whether they died, fail to make a return, or whatever 
it is. So we think it is quite compatible, in addition to making collec- 
tions of warrants and accounts, that they also make inquiries as to 
why people fail to make returns. 

So in looking at the decrease, of 2,000 collection officers this has 
principally been due to moving over into the revenue agent area those 
qualified to make examinations and putting them exclusively on the 
examination of returns. And if you will look at the subtotal column, 
you will see we have made a net increase of enforcement personne! 
of 1,080; although in revenue agents it will show nearly 3,000 increase. 
So that part of the increase in revenue agents, about 2,000, has come 
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from converting former collection officers, who made examinations, 
to revenue agents, plus 1,000 net increase in the revenue agent force 
as a whole. 

Mr. Anprews. Mr. Delk has made one statement there, Mr. 
Chairman, which opens up also a matter of major policy as to which 
I would like to make a brief comment. 

Over the years I think it is fair to say that the Revenue Service 
had tended to—I do not want to say “deteriorate”? because it would 
not be quite that; but, at any rate, had tended to settle down to a 
point where I, as a manager, would regard it as not having a plan. 
In other words, it did not have a specific organization of its work 
according to a definite plan based upon accomplishment of definite 
goals, and what Mr. Delk has told you about moving these people 
out of the collecting officers class and making revenue agents of them, 
which you remember I explained in my statement, was done by an 
examination in collaboration with the Civil Service Commission, as to 
which I also want to make a very brief statement. 

We have converted these people to an examination of returns as a 
relatively full-time operation, under a definite plan to examine a cer- 
tain percentage of returns filed and based upon our knowledge of 
what comes of that type of examination and an estimate of the amount 
of money we expect to get out of that type of operation. In other 
words, what I am saying is that we feel now the Revenue Service has 
a definite organization, a definite plan of operation, under which the 
responsibility of everyone is specifically set out and we like to think 
that we at least know what we are trying to do and the road we want 
to take to do it—in general what we are doing. An organization of 
that type properly managed—and that, of course, remains to be seen 
as to whether we turn out to be the managers we think we are—ought 
certainly to produce a great deal better result in terms of units of 
production, whether the examination of returns or the number of 
returns examined, or in terms of the number of warrants issued for 
delinquents and the number collected and turned into cash. 

That in my opinion is just something you cannot do without—a 
plan in an organization as vast and as complex as ours is. And we do 
feel we have a definite operating plan, such as a military organization 
would have. We know what our objectives are; we have definite 
plans to accomplish those objectives and think we know what to do 
and hope to do now. 

APPELLATE CASES 


Mr. Dex. I would like to point out one other factor on table 4 in 
the inventory of appellate cases on hand both in a nondocketed and 
docketed status. We have in this supplemental request provided for 
200 additional technical advisers in that staff. 

You will notice the strong decline in the number of cases during the 
past 6 months. Some of that is due to the fact that some of the men 
carried in table 1 as revenue agents are now detailed over there to 
escalate the hearing of those cases. In September 1953, the inventory 
represented approximately 22 months’ work. In the average case 
in which the taxpayer protested the assessment which the Government 
made on him it would be 22 months before it was heard. Today, 
although we recognize that through the escalation program smaller 
cases are being disposed of first, nevertheless the inventory today 
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represents about 11 months’ work. So that in 6 months we have 
virtually cut in half the time the taxpayer can expect to wait before 
his case is heard. 

I do not want to mislead you on that, for the simple reason there 
is underlying that progress the fact that we have gotten down to the 
hard core of tough ones. You cannot expect the rate of production 
to keep up, because as you get rid of the smaller, easier ones and get 
down to the tougher ones to settle it will take longer; but I think it 
is a credit to the men that they have done that. 

I do want to point out that in spite of the increase in auditors and 
the increase in agents for enforcement, there have been a certain 
number of agents detailed to help reduce the appellate work, which 
prevents their efforts from showing up in additional revenue as such. 

Mr. AnpreEws. Returning to some of those docketed cases which 
heretofore were allowed to accumulate, we are including not only 
the hard core cases, but if you will look down at the December 1952 
figure and the April 1954 figure, there are some 7,000 cases there 
which obviously were not so hard core and should have been disposed 
of a long time ago. 

If you will look at the December 1952 figure again, as to the docketed 
cases, Which went up to a high point by June of 1953 there were 10,920 
cases and the Tax Court was worried to death as to whether they had 
enough judges now. Now they have gotten that down from 10,920 
to 8,652, and if there is a happier man in Washington than Judge 
Kern, chief judge of the Tax Court, I do not know who he is. That 
has been accomplished by cooperation of the Tax Court and in part 
the effort of our people in making a concerted drive on getting them 
out of the way and getting down to a point where we can really get 
to cases that we know are going to take some time. 

And I will do a little bragging about the appellate division. I am 
very proud about what the appellate division has done. They have | 
done a remarkable job. And I could go even further than that, 
because before the appellate division is a second step of group chiefs, 
and the first step is the revenue agent himself. 

I find now I am running into districts in which the number of cases 
disposed of by revenue agents without the appellate and group chiefs 
is running in some cases as high as 90 percent of the cases examined, as 
against 65 as the top figure, | am told, before. That means the group 
chiefs are having fewer cases to hold hearings on. The group chiefs 
themselves are disposing of a higher percentage of cases that go to 
them, which means the appellate division is getting fewer cases from 
the group chiefs. The disputes, in other words, are being shortened; 
the areas of difference with the taxpayer are being minimized and the 
whole process of getting taxpayers’ tax obligations settled definitely, 
finally and firmly is being speeded up tremendously all along the line. 

Again, we have spots where they do not show that improvement; 
but also again I would like to call your attention to the fact in line 
with the big discussion I had a while ago about the matter of plan 
and program, that we have said this very frankly to our regional 
commissioners and district directors. First of all, to our regional 
commissioners—there are nine of them—I say, ‘‘Look here, boys, 
we are going to put your results down in parallel columns, and those 
of you who peeuery fall below the median line are going to face 
one of two things; either you are going to be dropped completely, or 
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ow are going to be demoted to where you can carry the responsibility 
imposed upon you.” And with our district directors, we are going 
to do the same thing. There are 64 of them. We are going to say 
“We are going to put your accomplishments down in parallel columns 
and those who do not measure up to the normal expectancy, we are 
either going to have to put you at a level at which you can operate 
efficiently, or to drop you out entirely.” In other words, we are 
not being hard-boiled or tough about it; we are just being realistic. 
This is the taxpayers’ money we are spending, and we think the 
taxpayer is entitled to get his money’s worth in terms of a comparison 
of the efficient operator as against the inefficient, and the elimination 
of the inefficient operator. 

Mr. Vurse.i. I want to compliment the Commissioner on his 
program. His accomplishment I think is the best evidence I have seen 
in getting the Government operating like a most successful business 
would operate. 

Mr. CanrieLp. Commissioner, as we understood your request and 
justification for appropriations for the fiscal year 1955, you expected 
to add some 650 revenue agents to your force, and the program 
you mentioned suggested adding about 1,000 agents a year. Is that 
still your program? 

Mr. ANpDrReEws. Yes, sir. 

Mr. CanrieLp. And you are presenting a request in support thereof? 

Mr. ANpREws. Yes, sir. 


CHANGE IN CLASSIFICATION OF COLLECTION OFFICERS 


Mr. CanFigvp. It is noted that $718,427 of the amount now re- 
quasar is for changes ui classification of collection officer positions. 

ill you be good enough to explain that a little more fully? 

Mr. Anprews. I believe Mr. Delk being more familiar with civil 
service than I am can explain the details of that. But there is some- 
thing I would like to say about that generally. That is one of the 
great areas, in fact the principal area, of our difficulty. Our problem 
of morale was in the Collection Division. That was due pretty 
largely to the fact that over the years the promotion of those people 
had been neglected. As you will recall, in my opening statement I 
said 35 percent of them had been upgraded. We found a great many 
cases where people not only in the Collection Division but in others 
were being required to do the work of a grade higher than they were 
being paid for and as I understand it that is unlawful to begin with. 
But whether it is unlawful or not, it is certainly not morally right to 
treat anybody in that way. 

So this whole process of. converting the collection people to revenue 
agents was part of our whole program of trying to find the proper 
niche for each of the people who worked for us and give him or her, 
- be case may be, the grade and pay of the job they were capable 
of doing. 

Mr. CanrFietp. As you know, this committee has expressed some 
concern about that in the past. 

Mr. Anprews. You gentlemen have been very fair about that, I 
think, and this, frankly, is a move in the direction of correcting those 
inequalities and at the same time, of course, by putting the right 
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= in the right jobs, give each person as much responsibility as 
e is capable of discharging and improving the Revenue Service. 

Now we have taken the final step, therefore, as I see it, of really 
making these collection people ahoueuins employees in the finest 
sense; at least we hope that is what we will do. 

Mr. Dex. This program arose a year or so ago, as a matter of 
background, out of this rather multiplicity of duties, and there have 
been some shifts in those duties through the last several years without 
recognizing them as required by civil service law in the reestablishment 
of the particular jobs by defining those jobs and assigning them to the 
grades for which the standards of the civil service law provide. That 
survey was undertaken with the Civil Service Commission and an 
analysis has been made to determine each type of job and thing they 
do and set the standard for it and what grade it should draw. That 
program went on for about 4 months and the results of it are these: 
2,456 of those jobs required promotions under civil service law; 566 
of them required demotion. Percentagewise, there were 35 percent 
of the collection officers that were entitled to higher grades than they 
were presently being paid, 8 percent were being overpaid, and 57 
percent of them resulted in no change. 

We have completed that now on a year’s basis and arrived at the 
$718,000 which is in this request. Since under the law when Civil 
Service makes their determination as to the classification grade, the 
department or agency is required to pay that employee at that grade. 
The only way we could absorb that additional cost was to cut back our 
other areas or this area to absorb that additional cost for those grades, 
and we felt under the program we could not afford to absorb that with- 
out first coming back here and letting the committee know what we 
were doing, in view of our promise to make additions to our force through 
savings during this next year. We would not have been able to make 
those additions if we had to absorb this pay increase. This is fully in 
keeping with the civil service laws and regulations and is not a program 
we elected to do, but it is a very necessary thing as far as the areas in 
which we have had the greatest number of complaints about their 
capabilities that they were not being properly paid, were not properly 
classified, and was one of the programs high on our priority list to get 
done—to make a full-scale investigation of the whole pay structure 
in this area and try to put our fingers on what is the proper thing to do. 
I think it is recognizing the validity of some of the complaints when 
you see there were 2,456 employees that were being underpaid. Some 
of those employees will get 2 and even 3 grade promotions. Some 
of them handle very difficult work, such as placing liens and obtainin 
the satisfaction of liens, the management of property in process o 
liquidation, and the like, and yet were at very low grades. They had 
shown an aptitude for that work and asked to do it without the grade 
being restudied and revised. So some employees will get very sub- 
stantial raises. 

Mr. Anprews. I may say in that connection I recently had an 
experience which is very heartening to me, and I think this committee 
would like to know about it. 

There was one employee in one of our offices from whom we had a 
complaint that things were not as they should be and he wrote to both 
of his Senators and at least two of his Congressmen and made a lot of 
statements about it, 90 percent of which were untrue, due to his own 
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misunderstanding of the problem, apparently, and in that situation 
the president of the National Association of Internal Revenue Em- 
ployees, in his monthly letter recently, called upon all employees of 
the Revenue Service to stand by the officers of the Revenue Service, 
the officials, because he himself and his predecessors and others in the 
organization had made inquiry and investigation of their own and they 
were convinced that what we were doing was the best thing for the 
employees in the Revenue Service, and asking all of them to be patient 
and work with us, with the assurance that when this thing was all 
finally wound up, everybody would have what he was entitled to. 

I would not call NAIRE a union: it is sometimes referred to as such; 
but certainly when you get that kind of cooperation from officials of 
employee organizations, you must be on the right track. And if you 
are satisfying them, you are bound to be on the right track. 

Mr. CanrFre.tp. Do you recall the statement that we made in our 
report on the regular appropriation bill on this very situation, in 
which we said in part: 

* * * The qualifications of a good revenue agent or a good collection official 
are high and not readily available as has been discovered by the Revenue Service 
in attempts to recruit additional personnel. The committee is of the opinion 
that a classification grade of GS-7 for collection officers and GS-9 for revenue 
agents is not adequate for the type of work they are expected to do and not 
sufficient to hold qualified employees. It is believed that consideration should be 
given to a higher classification for the type of work required of these employees, 

Mr. Dex. We have a program with the Civil Service Commission 
to see what we can do oh that grade structure. There is some 
difficulty with the Classification Act in the specific terms by which 
it refers to these types of jobs which indicate they must begin at a 
certain grade. For illustration, the particular trouble at this time 
in view of our desire really to begin our recruiting for revenue agents 
at the college level, if any man enters employment elsewhere which 
has a reasonable promise of promotion, he is not going to change and 
come to another organization very readily. And in the Classification 
Act, the specifications for grade 5 mentions accounting qualifications, 
so that it would indicate that the basic level at which to begin a person 
in a job having accounting qualifications is a grade 5 and at the very 
minimum that would mean recruiting from colleges at that pay. 

We are having considerable difficulty with that particular phrase- 
ology. The Commission has it under study. We are not at this 
time in a position to say what might come out of it, but we and others 
are experiencing difficulty in recruiting from colleges at the grade 5 
level. Everyone recognizes there is a legal complication that seems 
to be beyond administrative solution at this time. 

Mr. Anprews. You go to one of those colleges and talk about 
recruiting people at grade 5—you might as well save the railroad fare, 
because you are not going to get anywhere. That is all there is to it. 


ADDITIONAL EMPLOYEES REQUESTED 


Mr. Gary. How many additional employees will these funds 
provide? 

Mr. Dex. 1,930. 

Mr. Gary. Broken down how? 

Mr. AnprReEws. There are 800 audit people; 450 special agents, 
making 1,255, and 200 technical advisers, bringing it up to 1,455, and 
the rest of them are clerical additional help. 
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additional collection officers are covered by these funds? 
Mr. Anprews. No, Mr. Gary. 


. Gary. 
. DELK. 
. Gary. 
. DELK. 
. Gary. 
. Dex. 


How many revenue agents are requested? 
There will be 800 additional. 

And how many special agents? 

455 special agents. 

And all other employees? 

Under all others would be—— 


. AnprEws. That would be about 685, is it not? 


. DELK. 
. Gary. 


675. 
675 for a total of how many? 


. ANDREWs. 1,930. 


MONTHLY COMPARISON OF EMPLOYMENT, 1952 TO 1954 


Mr. Gary. Will you prepare for us a table showing the com 
breakdown; in other words, just simply carry table No. 1 


June 1952? 


Mr. Dex. Yes. 


Mr. Gary. 


For each month back to June 1952? 


(The information requested follows:) 


to table No. 1, with your statement, no 


arative 
ack to 


Internal Revenue Service—Comparison of employment during the period June 1952 


to April 1954! 


Special All other 
agents employees 


Total 
employees 
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PNP 
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3 
8 


1 Exclusive of temporary employees. 


Mr 
Mr 
Mr 
Mr 
Mr 
Mr 
Mr 
Mr 
Mr 
| 
Collecti Re 
0 ion venue 
1 
1 
1 
November. 1 
December 
A 53, 057 
September. 51, 523 
51, 151 
November.............. 51, 260 
December 51, 305 
1954—January - 51, 199 
February. 51, 183 
51, 726 
. 
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Mr. Gary. And also on table No. 2, give us the comparative 
figures for those months for the fiscal year 1952. 
We now have them for the fiscal years 1953 and 1954. 


Mr. Yes. 


ADDITIONAL TAX RESULTING FROM ENFORCEMENT 


Mr. Gary. And the same information for table No. 3. 


Mr. Detx. Yes. 


(The information requested follows:) 


Internal Revenue Service— Additional tax resulting from enforcement 
[Millions of dollars} 


Month 


10 months 
tive total 


cumula- 


105.2. 


7.0 


Service—Number of prosecutions recommended 


Fiscal year 


Fiscal year 


1952 


1953 


137 


134 


413 


265 


113 


981 


\ \ 
Month | 1952 | 1953 | 1954 | a | 1952 1953 | 1954 
132.8 130.0 | Subtotal......... 414.0 400.0 
Subtotal.............| 444.5| 384.7| 314.9 
1,478.7 1,215.9 | 1, 161.1 
140.8 137.8 118.6 | June 188.1 
Subtotal.............| 4824] 424.0] 329.2|| 499.3 __415.2 | 
1089{| 1184| 1,840.2 | 1,555.9 |........ 
174.2 106.3 148. 6 | 
130.9| 107.3] 121.6 
Internal Revenue 
Month Month 
1952 | 1953 | 1954 | | 
46 127 94 || March...................| 246 
86 | 102 165 = |_| 554 
Le ee 57 167 181 10 months’ cumulative 
| || 84 96 144 
January...............-..| 152 62 133 || 368] 317 |.-...... 
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Mr. Gary. Then if you can give us some comparative breakdown 
~ 1952, 1953, and 1954, of the total collections, i would like to have 
that. 

Mr. AnpreEws. I believe that has already been requested. 

Mr. De x. Yes. 

Mr. Gary. You will furnish those tables for the record? 

Mr. AnprREws. Yes, Mr. Gary. 


DOWNGRADING IN COLLECTION OFFICE 


Mr. James. Mr. Commissioner, what happened to the men who were 
downgraded on the roster? Did they leave the service in cases where 
they were downgraded considerably? You said, I believe, that some 
of them were revenue agents, and they were not competent to do the 
work, so some of them were do aded. Were they dismissed, or 
transferred to lower grades, which they could fill? 

Mr. Deux. I think I should say there are two things: The down- 
grading and the upgrading; and those that stay in the collection 
area, will do two things: They will drop down in grade; if they refuse 
to take that grade, then they will have to be dropped. It may be 
that through attrition, wee | will go down, but they will be given the 
first opportunity to go back, particularly if they are capable of doing 
the work; it depends on their capabilities to do the elk. 

Mr. James. Those that were moved into the lower grades are 
within the collection office category? 

Mr. Deux. Yes. 

Mr. James. I misunderstood you. 

Mr. Deux. The other thing, and I may have confused you a little 
bit, is that in these collection offices, they have been examining the 
personnel for several functions; those who could qualify as revenue 
agents have been moving over to revenue agents. The others, of 
course, are doing the collection office work and will continue to do it. 

Mr. James. But there have been several grades within the collec- 
tion office? 

Mr. Dex. Yes. From grade 8 up to as high as grade 13, those in 
charge of the whole work, are in this area. 

Mr. James. I understand. 

Mr. Detx. In fact, the promotion may take them as high as grade 
15, top administrators, in the office. 


PROMOTIONAL OPPORTUNITIES PROGRAM 


And if I may, I would like to point out that we have been setting 
up for the employees what we call promotional opportunities, where 
they are given the ey agra! to prepare themselves for a higher job. 
Many of them have been in the state of mind of not knowing where 
they were going to be, and we are now working out what we call a 
promotional policy for each area, showing where the normal expecta- 
tion of performance is going to be, with information as to the type of 
work, because we like for the men who are capable to at least know 
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that there is something ahead for them, and they can expect there is 
some future for them. 

Mr. AnprEws. And we also have training courses for them, 

Mr. James. Yes. All of this is made known to those who are being 
recruited and that you seek to bring in to the service. 

Mr. Dex. Yes. 

Mr. James. That these opportunities are open to them. 

Mr. AnprRews. Yes. 

Mr. Dex. We have not set that up in all areas, but we have got it 
in 3 or 4 already. We have selected the areas where there has been 
bad morale to get them acquainted with these opportunities. 


RECRUITING OF PERSONNEL 


Mr. James. Your recruiting program, I think you said, starts at 
the college level; is that right? 

Mr. Deux. We have continued the college recruitment program, but 
at this time we are trying to meet our needs from those who have 1 
year in the profession; but it is desirable to obtain the men who 
complete college before they start in some career, because, once they 
are located, it takes a long time for them to make the change. So in 
pe get the best people, we feel we should get them fresh out of 
school. 

Mr. James. I believe you said this language was being reconsidered 
as to those who are qualified for accounting. 

Mr. Deux. Yes. 

Mr. JaAMgs. When they are qualified from the college level, so far as 
accounting is concerned, do you mean that they have had a universit; 
or college course in accounting or that they may qualify throu 
ere of some business school course in accounting or ne 

eeping? 
Mr. tion, Well, I will be able to answer that question only very 
generally. We do not feel that they need the same technical back- 
ground to be successful in that area as they would in the revenue 
agent area, where men must go in and make contact with corporations 
concerning activities that are complicated, so far as the accounting 
requirements are concerned. 

e collection officer, however, there are some areas where they do 
require that background. We have this kind of a problem quite 
often, where they will go into a business that has a half-million dollar 
tax delinquent problem to work out, and where there is felt the need 
of technical training. 

Mr. James. Inasmuch as there are several grades in this category, 
and inasmuch as you are undertaking a program to encourage people 
to come into the Service to stay with it, and you point out to them the 
higher opportunities, would it not be reasonable to recruit men in 
the lower es of the different categories from business schools 
who would be ambitious enough to desire to obtain advancement, and 
who would, in the normal course of reasoning, study as well as work, 
and make an effort on their own part to promote themselves to the 
higher grades? 
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Mr. Devx. Yes; that is done. 

Mr. Anprews. Mr. James, you would not get any argument out 
of me, because I started in the accounting business out of high school. 

Mr. James. I was just a little bit confused about this college- 
recruitment program. 

Mr. AnpREws. When we speak of the recruitment at the college 
level, we are more particularly interested in the part that has reference 
to the revenue agent, the man who has to go out and examine the 
accounts. We might take as an illustration a company such as Mr. 
Delk mentioned, and we do have a great many corporations in this 
country, big business organizations, and other kinds, that are delin- 
quent in the payment of their taxes, covering the deductions from 
payrolls on their employees. In fact, that confronts us with one of 
our big problems. Tho last figures I saw, there were some 280,000 
such concerns that were delinquent, the taxes running up to some 
$140 million. 

Now, frequently, we encounter this situation with those people: 
They want to pay their taxes, but they have used the money to run 
their business and they have neglected to provide adequate capital. 
Our problem is a very simple one, even though it is not an easy problem 
to solve. We could sim ly clese the fellow up or slap a lien on every- 
thing he has and force him out of business by the collection of this 
taxes. But we try to work out a plan under which he can gradually 
liquidate the delinquent taxes, which he never should have allowed to 
accumulate, but, as I say, there are some 280,000 organizations of one 
kind or another. We try to work out a plan so he can catch up with 
bis delinquent taxes, and at the same time take care of his current tax 
obligations. 

Now, obviously, when we get to that point, we have got to have 
pretty high level employees, and by the time the man has got to that 
point in the collection service, where he is capable of dealing with 
problems of that sort, he has ps nee enough knowledge to be able 
to deal with the problems, and of course he has been working in the 
Service, and integrated into the Service, so that he can go out and 
help meet those problems. 

Now, it is not just the accountant, or the college man, who is given 
pe ve assignment; it takes a business understanding to be able to help 

ve it. 

Mr. Dex. I would like to make one other point on that, Mr. 
Chairman. I would not want to mislead you into believing that all 
of these men would have to come from college. I could use names and 
give you illustrations, but many of the revenue om and many of 
the people in the Service, come to us from clerical jobs, from miscel- 
laneous jobs, who have acquired their entire education and training 
from a multiple of professional qualifications gained while they are in 
the Service. Many of those in the Revenue Service have taken their 
training while working in the Service. Many of those in the large 
cities, the men who come into the Revenue Service, are those who have 
been clerks or messengers, and who have attended night school and 
pad orb technical knowledge, as they do in many or all of these 
technical areas. 
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We offer training courses, courses in tax administration, and they 
take these courses and equip themselves for their jobs. So it is not 
an exclusive thing. There are usually just a few who do not, but one 
of the best plans is to get the person when he comes out of college. 
But many of them acquire their training through these courses, and 
some of them through correspondence courses. 

Mr. James. I have a better understanding now as to what was 
intended by this program, but it does seem to me that the best you 
can offer a new man who comes into a revenue job is probably less 
than he could get in private industry. 

Mr. ANDrEws. That is generally true unfortunately. 

Mr. James. I think it might be well that you put emphasis on the 
fact that the fellow who has gone into accounting, as well as even, say, 
bookkeeping, or some other business course, has a great opportunity 
here by working for you, and at the same time, improve his knowledge 
of accounting to fit himself for these other positions. 

Mr. Anprews. I think you have heard me say, Mr. James, several 
times in my appearance before this committee, that to us the most 
important thing we have to deal with is people. We do not manu- 
facture anything; we do not sell anything; we do not have any inven- 
tory. We have to deal with some 160 million people through 
54,000—— 

Mr. Jamzs. 162 million people, now, I understand. 

Mr. AnpRews. 162 million people through 52,000 approximately. 
When I say 52,000, it may be up a little, or it may be a little bit below 
that number, but in order to have a successful organization, and it 
does not make any difference whether it is a revenue agent, or where 
it is, you have got to have a program to offer, to encourage the people 
in the organization who want to improve their position, and I want 
to assure you that we are working diligently to see that encourage- 
ment is given to any individual in the Revenue Service and all they 
have to do to become commissioners is to prepare themselves. 

Mr. Canrietp. Mr. Passman. 

Mr. Passman. Off the record, Mr. Chairman. 

(Off the record discussion.) 

Mr. Mr. Sieminski. 


PERSONNEL TURNOVER 


Mr. Steminski. How about your turnover, resginations of men 
leaving the service? 

Mr. AnprEws. I would say that we have about reached the point 
where attrition is normal. 

Mr. Steminskr. Are the people who are resigning, because of some 
dissatisfaction 

Mr. ANpREws. You mean being dissatisfied in the Service? 

Mr. Steminski. Yes. 

Mr. Anprews. I could not say that there are not. But I think 
generally speaking, whereas when we came in, people were leaving 
pretty fast, because they were unhappy with the Service, I think we 
now pretty well have that problem licked. 
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Mr. Sreminski. I was thinking of the needs of the program, to 
improve the position of the people, because unless they can see some- 
thing ahead, naturally they will go some place else. I am not think- 
ing of this branch of the Government any more than any other. 

he reason I brought this question up was that, the other day, in 
the Department of Defense, 12 officers, 2 lieutenant colonels, and 1() 
first lieutenants resigned. It cost the Government over $250,000 to 
train them. They were West Pointers. That is a loss to us. 

Often when we are speaking about appropriations, we talk about 
the dollars and cents of the balance sheet more often than we do this 
viewpoint. I merely wanted you to know that we, in this committee, 
are cognizant of both people and figures. 

Mr. Anprews. I have always felt you were, Mr. Siemins)xi. 

Mr. Canrietp. Thank you very much, Mr. Commissioner and 
gentlemen, for your very fine presentation. 

Mr. ANDREWS. Thank you Mr. Chairman. 
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SUBCOMMITTEE ON LEGISLATIVE-JUDICIARY APPROPRIATIONS 


WALT HORAN, Washington, Chairman 
FRED E. BUSBEY, Illinois MICHAEL J. KIRWAN, Ohio 
FRANK T. BOW, Ohio GEORGE W. ANDREWS, Alabama 
SAM COON,! Oregon J. VAUGHAN GARY,!' Virginia 
! Temporarily assigned. 
THE JUDICIARY 


TueEsDAY, JUNE 22, 1954. 


WITNESSES 


HENRY P. CHANDLER, DIRECTOR, ADMINISTRATIVE OFFICE OF 
THE UNITED STATES COURTS 

ELMORE WHITEHURST, ASSISTANT DIRECTOR 

EDWIN L. COVEY, CHIEF, BANKRUPTCY DIVISION 

JOHN C. BROWN, BUDGET AND ACCOUNTING OFFICER 


Mr. Horan. We will take up first the request for supplemental 
appropriations for the judiciary. 

e are pleased to have with us Mr. Henry Chandler, Director of 
the Administrative Office of the United States Courts. I see he has 
with him Mr. Elmore Whitehurst, Mr. Edwin Covey, and Mr. John 
C. Brown. 

I am going to insert these justifications in the record as we discuss 
each item. I note 3 of them are supplementals dealing with this 
current fiscal year and 2 are for next vear. 

Mr. Cuanvuer. That is correct. I have a consolidated statement 
here. 


Frees or JuRORS AND ComMIssIONERS, Unirep Srates Courts, 1954 


Mr. Horan. We will take up first “Fees of jurors and commis- 
sioners, United States courts, 1954,” and we will insert these two 
justifications in the record at this point. 

(The justifications are as follows:) 


FEES oF JURORS AND COMMISSIONERS, UNITED States Courts, 1954 
(Submitted under House Document No. 428, dated June 7, 1954) 


Fees of jurors and commissioners: For an additional amount, fiscal year 
1954 for fees of jurors and commissioners 


Presently 


available estimate Difference 


AMOUNTS AVAILARLE FOR OBLIGATION 


Appropriation or estimate 


OBLIGATIONS BY OBJECTS 
Object Classification 


01 Personal services: Fees, United States commissioners 
07 Other contractual services—fees: 
Jurors 
Jury commissioners 
Mileage, jurors 
Subsistence per diems in lieu of mileage for daily travel_ 
Meals and lodgings, jurors 


|| 
| 
5150, 00 

$3, 950, 000 +$160, 000 

| 2,252,000} 2,370, 000 +118, 000 

725, 000 767, 000 +42, 000 

Total obligations ....---------------.------o2---2---} 3, 790, 000 | 3, 950, 000 +160, 000 


Expenditures to 9064 2, 839, 181 
Budget estimates next fiscal year. 3, 950, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The additional funds requested herein are needed to pay the fees, expenses, 
and costs of jurors expected to be called for service in the Federal courts during 
the remainder of the fiscal year 1954. This is the second request for supple- 
mental appropriations for the current fiscal year due to the rising costs of jury 
service. 

The business of the district courts continued to be heavy during the first half of 
the fiscal year 1954. During this period 2,196 jury trials were begun as compared 
with 2,127 such trials commenced during the first half of the fiscal year 1953. 
Jury costs for the 6 months’ period ended December 31, 1953, amounted to 
$1,244,048 or slightly less than for the similar period of 1953 when a total of 
$1,247,078 was expended for jury service. In the light of the experience of the 
early months of the current fiscal year which indicated that the costs for juries 
this year would probably equal the costs for 1953 of $3,165,753 a request for a 
supplemental appropriation of $125,000 was submitted to the Bureau of the Budget 
and the Congress in January of this year. It was considered at that time that this 
sum when added to the amount of $3,050,000 made available for jury costs for the 
current fiscal year in the regular annual appropriation act would be sufficient to 
meet the estimated costs for the fiscal year 1954 which then were indicated to be 
around $3,175,000. The Congress in acting upon the supplemental request for 
$125,000 approved an additional appropriation of $115,000 in the Third Supple- 
mental Appropriation Act, 1954, thereby making available a total sum of 
$3,165,000 for jurors’ costs in the present year. It now appears that this amount 
will fall considerably short of meeting the actual costs for juries this year due to 
the sharp rise in payments in recent months. 

The number of jury trials begun during the 9 months’ period ended March 31, 
1954, was 3,795, or 292 more than for the same period of the fiscal year 1953 when 
3,503 jury trials were commenced. This is an increase of 8.33 percent during the 
first 3 quarters of the current year and an increase of 16.20 percent during the 
March quarter alone. 

Payments to jurors month by month for comparable periods of the fiscal years 
1953 and 1954 and the estimated costs for May and June 1954 are shown in the 
following table: 


Fiscal year | Fiscal year | Percentage 

Month 1953 1954 of change 
55, 070 71. 413 +29. 67 
Cumulative totals (7 months) _______--.._------------ 1, 465. 684 1, 458, 033 —. 53 
287. 754 312. 540 +8. 61 
Cumulative totals (10 months) _............---.-.-... 2, 360, 147 2, 473, 508 +4. 80 
June and supplemental payments 533, 517 1 664, 492 1 +5, 80 
Total amount available fiscal year 1954_____ ___ 


1 Estimated figures based on projection of 1953 payments at about the percentage of increase indicated 
for month of April 1954 over April 1953, 


It will be seen from the above table that although there has been considerable 
fluctuation in the rate of payments for jury service so far this year as compared 
with the corresponding months of last vear the cumulative total through April 
1954 is almost 5 percent greater than the 10-month total for 1953. A projection 
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of this rate of payment for the entire fiscal year 1954 results in an estimated overall 
cost for the year of $3,325,000 in round figures. Since the amount available for 
1954 is only $3,165,000 an additional appropriation of $160,000 will be necessary 
in the current year. 


Fees or Jurors AND Commissioners, Unirep Srares Courts, 1954 
(Submitted under H. Doc. No. 444, dated June 22, 1954) 


Fees of jurors and commissioners: For an additional amount, fiscal year 
1954 for jurors and commissioners $60, 000 


Presently 

available Revised 
and estimate 

requested 


Difference 


AMOUNTS AVAILABLE FOR ORLIGATION 


Appropriation or estimate. _ 8,9 960, 000 _%, 010, 000 | +$60, 000 


OBLIGATIONS BY ORJECTS 


Object classification 


| 
} 


01 Personal services: Fees, United States commissioners .___- 625, 000 | 625, 000 

07 Other contractual services— Fees: 
Jurors eden 370, 000 | 2, 102, 000 | +32, 000 
Jury commissioners. - 000 | 8, 000 | +1. 000 
Mile: age, jurors_.._.- 767,000 778, 000 | +11, 000 
Subsistence per diems in lieu of mile: ige for di ily ronets 3, 000 | 151, 000 +5, 000 
Meals and lodgings, jurors j 000° | 46, 000 | +11, 000 


Total obligations } 3, 98 000. | Th 010, 000 | +60, 000 


Pending supplemental appropriation 160, 000 
Obligations to May 31, 195 3, 241, 538 
Expenditure to May 31, 1954 3, 241, 538 
Budget estimates next fiscal year , 950, 000 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The funds requested herein are needed to supplement the provision currently 
available and requested for the payment of the fees, expenses, and costs of jurors 
expected to be called for service in the Federal courts durmg the remainder of the 
fiscal year 1954. This is the third request for additional appropriations for the 
current year due to the rising costs of jury service which have gone up sharply 
in recent months. 

The present request for funds is in addition to the supplemental estimate of 
$160,000 recently submitted by this office to the Bureau of the Budget and for- 
warded to the Congress by the President earlier this month. That request is 
now before the Appropriations Committee of the House of Representatives and 
we have been informed an early hearing is to be scheduled. 

At the time that item was forwarded to the Bureau of the Budget it appeared 
based upon expenditures reported through the month of April 1954, which 
reflected a 4.80 percent increase over the same 10-month period of last year, 
that the total costs for jurors in the current year would amount to approximately 
$3,325,000 or about 5 percent greater than the total amount used in the fiscal 
year 1954, $3,165,753. However, data concerning jury costs in May of this 
year which have just become available, indicate that they were almost 25 percent 
greater than for the month of May 1953—$339,709 as compared with $272,089, 
an increase of 24.85 percent. This brings the total cost for juries during 11 months 
of the fiscal year 1954 to $2,813,217 or 6.8 percent more than the total expended 
through May of 1953 of $2 632, 236. 

The sharp increase in costs during the past month over May of 1953 leaves a 
balance in the provision currently available and requested for the payment of 
jury costs during the remainder of the fiscal year 1954 of only $511,783 which is 
$21,734 less than the amount of $533,517 expended for the similar period last, 
year. There is no reasonable prospect that the Federal courts can meet the heavy 
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demands for jury service on the scale of the past several months which undoubtediy 
will continue during the month of June with the provision indicated above. 

At the present rate of expenditure it is estimated that the total costs for juries 
during the fiscal year 1954 will amount to $3,385,000 or $60,000 more than the 
provision currently available and requested which aggregates $3,225,000. In 
view of the continuing heavy calls for jury service as indicated by the payments 
to jurors in recent months referred to above and the hazard of there being insuffi- 
cient funds to pay jurors upon completion of their services, it is earnestly reauested 
that an additional sum of $60,000 made available for the current fiscal year. 

Mr. Horan. Mr. Chandler, will you justify these items? 

Mr. Cuanpter. I will undertake to indicate the reason for the in- 
creases which are sought. 

At the outset, I would say that the annual appropriation for fees of 
jurors and commissioners for this current year are $3,675,000. In the 
third supplemental appropriation there was provided an additional! 
$115,000, so that there is now available $3,790,000. 

We have submitted to you for your consideration 2 further supple- 
mental estimates, 1 for $160,000 and the other for $60,000, making 
a total of $229,000 which, as nearly as we can determine, will be needed 
to pay the fees of jurors in this current year. 

There is a table which will indicate that in the first half of this fiscal 
vear there was almost no change from the cost for jurors last year. 
In fact, for the first 7 months there was an actual decrease of fifty-three 
hundredths of 1 percent. In the 3 months following, there was a con- 
siderable fluctuation but after 10 months, that is, up to the end of 
April, there was an increase of only 4.8 percent over the jury costs last 
year. But in the month of May the jury costs went up 24.85 percent, 
almost 25 percent, over like costs last year. 

You can understand that was quite unexpected and was not in- 
dicated by any data we had up to that time. It resulted in an in- 
crease for the year, through May, of jury costs over the costs for last 
year of 6.87 percent. 

Mr. Gary. What accounts for that? 

Mr. Cuanpier. Always, Congressman Gary, as the year approaches 
an end, the courts try to dispose of all the business that they can. 
But I quite agree that would have been just as true in 19538 as it is in 
1954. And what does account for that I cannot say except that at 
all of the judicial conferences stress is being put on the utmost effort 
to dispatch business and clear up the backlog. And aside from the 
financial result of it, speaking about the general attainment by the 
courts of their objective, I am very happy to see this. 

Mr. Horan. Without objection, we will insert this table in the 
record. 

(The table above referred to is as follows:) 
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Statement showing payments to jurors, month by month, for comparable periods of 
the fiscal years 1953 and 1954 


| | 
Fiscal year | Fiscal year | Percentage 
Month | 1958 | 1954 


| of change 


$44, 154 | +10. 37 
September... 
October 


218, 605 
Cumulative total (7 months) --_--._.___. J 1, 453, 033 


347, 565 | 
2, 360, 147 2, 473, 508 
272, O89 | 339, 709 | 


Cumulative total (11 2,632,286! 2,813, 217 | 
June and supplemental 533, 517 571, 796 


Fiscal year 3, 165,753 3, 385, 013 | 
Total amount available, fiscal year 1954__._..._...____. kona ‘ | 3, 165, 000 | - 


Estimated additional amount needed . 2 220, 013 | 


1 Estimated figures based on projection of 1953 pga at about the percentage of increase indicated 
for 11-month period of 1954 over the same period of 1953, 
2 Rounded to $220,000. 


Mr. Cuanpter. To conclude what I have to say, what we are 
asking in this $220,000 is that you provide for the increase in the 
expenditures over last year of 6.8 percent, which is just about what 
the amount of increase was to the end of May. And one reason we 
are asking for that at this time is if this is the last supplemental 
appropriation act we will have until January, we are very desirous of 
avoiding having the jurors go unpaid. 

Mr. Gary. These costs are fixed by law? 

Mr. Cuanpuer. These costs are fixed by law. 

Mr: Gary. And there is nothing this committee can do to change 
the amount required; it just depends entirely upon the number of 
oe that are needed in any particular month throughout the 

Tnited States. 

Mr. Cuanpbter. That is right. 

Mr. Gary. And when they are called and serve, you have to pay 
them the fixed fees provided by law? 

Mr. CHANDLER. Mat is right. 


Expenses oF Rererers, Unirep States Courts, 1954 


Mr. Horan. Next we have here an item for ‘‘ Expenses of referees, 
United States courts, 1954,” which deals with penalty mail. We will 
insert the justification in the record at this point. 

(The justification is as follows:) 


Decembe —11. 87 
—2.12 

| —. 583 

+8. 61 

Cumulative total (10 months). +4, 80 
46.87 

1+6.9 
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Expenses or REFEREES, UniTED Srares Courts, 1954 
(Definite Appropriation, Special Account) 


Expenses of referees: For an additional amount, fiscal year 1954, for 


Presently Revised 


available estimate Difference 
AMOUNTS AVAILABLE FOR APPROPRIATION 

Unappropriated balance hrought forward __--._. lecalban $1, 145, 413 $1, 145, 413 |......... 
Receipts placed in specie! account... 1, 455, 800 1, 455, 800 
Savings from appropriations of prior years gesatteeeneus sata 20, 953 20, 953 

Total available for 2, 622, 166 2, 622, 166 
1, 307, 750 1, 313, 250 +$5, 500 

ee ee 1,314, 416 1, 308, 916 —5, 500 

AMOUNTS AVAILABLE FOR OBLIGATION 
sees 1, 307, 750 1, 313, 250 +5, 500 
OBLIGATIONS BY OBJECTS wey 
Object Classification 
Total number of permanent positions. 260 
Full-time equivalent of all other 51 
Average number of all employees. Gib 303 
01 Personal services: 


Regular pay in excess of 52-week 3, 200 
Payment above basic 1, 470 
04 Communication services..................------.....--... 30, 000 
05 Rents and utility 65. 000 
06 Printing and reproduction... wah 15. 000 
07 Other contractual services... 16, 000 
08 Supplies and 30. 000 
15 Taxes and assessments 
next your. 1, 537, 100 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


By an amendment to the Postal Laws, effective August 15, 1953 (Public Law 
286, 83d Cong.), all Government agencies are required to pay postage at existing 
rates on all penalty mail used. Because of the great number of pieces of mail 
sent from the offices of the referees, it is not possible to absorb the cost of penalty 
mail out of the present appropriation for the expenses of referees’ offices. 

During the first 6 one of the current fiscal year ending December 31, 1953, 
the numerical increase in cases averaged 898 cases per month, as compared with 
the same period in the preceding year, or 30.1 percent. At such numerical rate 
of increase, filings for the entire year 1954 would total approximately 50,800 
cases. This is the basis on which the previous supplemental appropriation of 
$71,600 for postage was requested. 

During the 3-month period January 1 through March 31, 1954, the numerical 
increase in cases averaged 1,366 cases per month or 37.8 percent. ‘At this numeri- 
cal rate of increase for the remaining 3 months of the current fiscal year, the total 
number of cases filed will be 53,670 cases, or nearly 3,000 more than previously 
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were anticipated for 1954 when the above-mentioned supplemental appropriation 
was requested. 

At the percentage rate of increase of 37.8 percent for the remainder of the year, 
filings for 1954 will total 53,886 cases. Nearly complete reports on the number of 
eases filed during the month of April 1954 indicate a numerical increase of approxi- 
mately 1,470 cases, or 38 percent over April last year. It now seems most likely 
that this rate of increase will continue during the remaining 2 months. 

It is estimated that the additional 3,000 cases expected to be filed this year 
will require 225,000 additional mailings. At existing rates for postage these 
will cost approximately $5,500, which is the amount now requested. 

No appropriation from the general funds of the Treasury is required in this 
estimate. It is requested that the supplemental funds needed be made available 
out of the referees’ expense fund which is composed entirely of filing fees and 
special charges paid by the parties to the proceedings. The added cost will be 
well within the receipts into the expense fund in the current fiscal year. 

Mr. Horan. What do you have to say about this request for 
$5,500? 

Mr. CHanpuer. The only thing I have to say about the requested 
increase in the allowance for penalty mail of referees is that in the 
Third Supplemental Appropriation Act you provided money for de- 
fraying the cost of penalty mail. But with the increase in the num- 
ber of cases and the increase in the amount of mail there is every 
reason to think the amount provided will not be sufficient and that 
$5,500 more will be needed. 

Mr. Bow. What is the mail referred to here? Is it notice to 
ereditors? 

Mr. CHANDLER. Yes. 

Mr. Bow. Is there any reason why that should not be made a 
part of the costs? 

Mr. Covey. It is made a part of the costs indirectly in that the 
fees charged that go into the referees’ expense fund to pay the expenses 
are designed to cover this item as well as other expenses, and it is 
paid out of the expense fund money and not out of the General 
Treasury. So it is an item of cost in the broad sense that it comes 
out of the cases. 

Mr. Cuanpier. This is payable only out of the special expense 
fund which comes from charges in such cases. 

Mr. Bow. It is based on the number of notices, and that is part of 
the cost? 

Mr. Covey. Yes, sir. The charges that are made for the fund are 
based on an average of 30 notices per case and whenever they run 
over that there is a special charge which is graduated and when the 
number of notices runs over it is charged against the estate in which 
the notices are excessive and goes into the same fund and is appro- 
priated out. 

Mr. Bow. And this fund comes from costs and not from the Treas- 


r. Covry. Yes, sir; every cent. 

Mr. Bow. Just as though they bought a stamp and put the stamp 
on an envelope? 

Mr. Covey. Yes, sir. 
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SaLaRres AND Expenses or Rereress, Untrep States Courts, 1955 


Mr. Horan. We will pass to the two items here, “Salaries of ref- 
erees” and “‘Expenses of referees,” and will insert these justifications 
in the record at this point. 


SaLaRies oF REFEREES, Unrrep States Courts, 1955 


Salaries of referees: For an additional amount, fiscal year 1955, for “Salaries 
of referees,’’ $103,500 to be derived from the referees’ salary fund "established in 
pursuance of the act of June 28, 1946, as amended (11 U.S. C. 68). 

(See p. 46 of budget for 1955. ) 


In budget | Revised pifference 
AMOUNTS AVAILARLE FOR APPROPRIATION 
Unappropriated balance brought $2, 053, 974 974 —$7, 000 
Receipts placed in special account. Mend 1, 393, 000 , 471, 000 +78, 000 
Savings from appropriations of prior 10, 194 
Total available for appropriation... ...................- 3, 457, 168 3, 528, 168 +71, 000 
—1, 083, 700 —1, 187, 200 +108, 500 
Balance carried forward ............--....---..---------- 2, 373, 468 2, 340, 968 —32, 500 
AMOUNTS AVAILARLE FOR ORLICATION 
Appropriation or estimate (total obligations) _.............._.. 1, 083, 700 1, 187, 200 +103, 500 
ORLIGATIONS RY ORJECTS J 
Object Classification 
Total number of permanent 62 75 +1 
Full-time equivalent of all othe: 50 47 
Average number of all 112 119 +7 
serv’ 
positions 704, 500 825, 375 +120, 875 
: 379, 200 361, 825 —17, 375 
‘ In budget Revised estimate Difference 
Num- Total Num- Total Num- Total 
ber salary ber salary ber salary 
DETAIL OF PERSONAL SERVICES 
itions at ual rates 
positions at ann 
Rate of 250: Referee in bank- 
12 135, 000 “4 157,500 | +2 22, 500 
Rave of 000: Referee in bank- | 
Rave of Referee in bank- 
7 63, 000 5 45,000; —2 18, 000 
Rate a $8,000: Referee in bank- 
3 24, 000 2 16,000 | —1 8, 000 
Total permanent, field... 62 704, 500 75.0 858, 500 | +13. 0 154, 000 
Deduct: 3.4 33,125 | —3.4 33, 125 
Net permanent, field (average num- : 
ber, net salary)............-.-....- 62 704, 500 71.6 825,375 | +9.6 120, 875 
Other positions: Part-time employment 379, 200 361,825 |........ —17, 375 
01 1, 083, 700 1, 187, 200 +103, 500 


Included in budget to date $1, 083, 700 
Revised estimates for 1955 1, 187, 200 


Additional amount needed 103, 500 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


It is requested that supplemental funds totaling $103,500 be authorized in the 
appropriation for ‘‘Salaries of referees’’ for the fiscal year 1955. These additional 
funds will be necessary to provide for referees’ salary increases totaling $18,500 
authorized at the April 1954 meeting of the Judicial Conference of the United 
States to be effective July 1, 1954. The remaining sum of $85,000 will be needed 
in the appropriation to defray the cost of changes in salaries and arrangements 
for referees to be recommended to the Judicial Conference at the September 1954 
meeting, such changes to be effective three quarters of the fiscal year. 

The changes approved by the Judicial Conference to be effective on July 1, 
1954, are as follows: 


Salaries of two full-time referees increased 
Two part-time positions changed to full-time with salary increases 
Salaries of 8 part-time referees increased______ 


Total cost on an annual 


The changes in referees’ salaries and arrangements which it is expected will be 
in effect 9 months of the fiscal year 1955 are as follows: 


3 additional full-time referee Y peg at $12,500 each 
8 part-time positions changed t 
each 
Increases in salaries of 13 full-time referees at an average of $1,154 each_- 
Increases in salaries of 30 part-time referees at an average of $1,000each. 30, 000 


o full-time at an average cost of $4,000 


114, 500 
85, 000 


The additional amount requested in this estimate will not come from general 
funds of the Treasury, but under the Bankruptcy Act as amended, will come from 
the referees’ salary fund which is composed entirely of payments by parties to 
bankruptey litigation. 


OF REFEREES, UNITED States Courts, 1955 


Expenses of referees: For an additional amount, fiseal year 1955, for expenses of 
referees, $50,000, to be derived from the referees’ expense fund established in 
pursuance of the act of June 28, 1946, as amended (11 U. 8. C. 68 (ec) (4)). 

(See p. 46 of budget for 1955.) 
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$3, 500 

6, 000 

9, 000 

18) 500 

Estimated cost for 9 months of fiscal year______...-...-.----------- P| 


Revised 
In Budget estimate Difference 
AMOUNTS AVAILARLE FOR APPROPRIATION 
Unappropriated balance brought forward. -................--- $1, 386, 016 $1, 308, 916 —$77, 100 
Receipts placed in special account. _...............----------- 1, 499, 000 1, 573, 000 +74, 000 
Savings from appropriations of prior years. 15, 257 
Total available for appropriation...............-...-.-.- 2, 900, 273 2, 897, 173 —3, 100 
Appropriation (provided in annual act) or estimate .-_....._-- —1, 487,100 | —1, 537,100 +50, 000 
Balance carried forward._.............-..-.-..-..----.-- 1, 413, 173 1, 360, 073 —53, 100 
AMOUNTS AVAILARLE FOR ORLIGATION i“ 
Appropriation (requisitioned) or estimate (total obligations) -- 1, 487, 100 1, 587, 100 +50, 000 
ORLIGATIONS RY ORJECTS 
Object Classification 
Total number of permanent positions... 294 314 +20 
Full-time equivalent of all other 51 
Average number of all employees... 343 1 +18 
01 Personal services: 
$992, 430 $1, 035, 430 +$43, 000 
Regular pay in excess of 52-week base....................- 3, 200 Gta 
03 Transportation of 4, 000 
04, Communication services. 33, 000 34, 000 +1, 000 
05 Rents and utility services........................-.....-.- 70, 000 72, 000 +2, 000 
06 Printing and 15, 000 
G7, Otmer 20, 000 
RE 45, 000 47, 000 +2, 000 
15 Taxes and 800 | 
cases 1, 487, 100 1, 537, 100 +50, 000 
In budget Revised estimate Difference 
Num-| Total (|Num-| Total Num- Total 
ber salary ber salary ber salary 
DETAIL OF PERSONAL SERVICES 
Field: 
General schedule grades: 
GS-10. — $5,500 to $6,250: Chief 
Gs-9. $5,060 to $5,810: Chief 
GS-8. $4,620 to 3 15,110 | 3 
GS-7. Range $4,205 to 4 18,320 | 4 
GS-4. Range $3,795 to 36 152,370 | 36 
GS-5. Range $3,410 to 53 199, 53 
GS-4. Range $3,175 to 51 172, 300 | 51 
GS-3. Range $2,950 to $3,430. _........ 247, 160 276,660 | +10 $29, 000 
GS-2. Range $2,750 to $3,230_______._- 62 176,050 | 72 § +10 27, 500 
Total, permanent, field. ...........- 294 997,860 |314 1, 054, 860 20 57, 000 
2 5, 430 19,430 | +2.4 14, 000 
Net permanent, field (average number, 
292 992, 430 309.6 | 1,035,430 | +17.6 43, 000 
Part-time and temporary 
Regular pay in excess of 52-week base. 3, 200 |.....- 
Payment above basic rates: Additional pay 
1, 142, 300 1, 185, 300 |.....--.- +43, 000 
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Included in budget to date $1, 487, 100 
Revised estimates for 1, 537, 100 
Additional amount needed 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


It is requested that supplemental funds totaling $50,000 be authorized in the 
appropriation for ‘““Expenses of referees, United States Courts,” for the fiscal year 
1955. These funds will provide 10 additional clerical positions in grade GS-3 
at $2,950 a year, and 10 clerical positions in grade GS-2 at $2,750 a year for 9 
months of the fiscal year; and will also provide approximately $7,000 for mis- 
cellaneous expenses of the referees including travel, rent, communications, office 
supplies, typewriters, and desks. 

None of the additional funds will come from the general funds of the Treasury, 
but will come entirely from the referees’ expense fund which, under the Bank- 
ruptey Act as amended, is composed entirely of payments by the parties to 
bankruptcy litigation. 

Mr. Horan. Do you have any statement to make on these requests? 

Mr. CHanpuerR. The Judicial Conference at its meeting in April, 
in order to provide for increases in compensation of referees due to 
the greater volume of business, provided for increases in salaries 
effective July 1, subject to appropriation, in the amount of $18,500 
and that is a part of the sum of $103,500 which is sought here. 

The remaining $85,000 is for increases either in the number of posi- 
tions or change from part-time to full-time positions that it appears 
certain will be needed before the next Congress convenes on the Ist 
of next January. Those costs, like the expenses, are paid out of the 
charges which are made against the parties to bankruptcy proceedings. 
We have considered that inasmuch as they were paying in these 
charges they were entitled to prompt service and this sum, which will 
be payable only out of the special salary fund and not out of the general 
treasury, represents the best judgment we can form at this time as 
to the additional money for salaries of $103,500. $18,500 of it is 
already authorized by the Judicial Conference subject to appropria- 
tion. The Judicial Conference will meet again next September and 
we are certain there will be more increases coming then. We are 
putting this estimate before you because it is the very earnest desire 
of the Administrative Office and of the Judicial Conference to give 
prompt service in bankruptcy cases. If bankruptcy cases are kept 
pending because the load is too heavy, the proportion of costs of ad- 
ministration to the part that goes to the creditors increases and the 
service suffers. 

Mr. Gary. Is this situation affected any by the new judgeships 
recently created by the Congress? 

Mr. Cuanpuzr. No, it is not affected by the new judgeships. In 
other words, the thing that is affecting it, Congressman Gary, is the 
number of bankruptcy cases that are being filed. 

Mr. Gary. Did not you put a table in the record showing the in- 
crease in bankruptcy cases? 

Mr. CHanpier. We put it in before and we will bring it down 
to date. 

Mr. Gary. If you will. 

Mr. Horan. If you will do that, I think it will be very helpful. 

(The information is as follows:) 
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Total filing of all types of bankruptcy cases by fiscal years ending June 30 of each 
year from 1900 through May 31, 1954 


Fiscal year— Fiscal year—Continued 

46, 374 1954 (Ist 11 months)____ 48, 296 

1 

2 Low. 


Mr. Bow. Did we not have more bankruptcy cases in the years 
between 1933 and 1942 than we have today? 

Mr. Cuanvier. Yes. 

Mr. Bow. How does this estimate compare with those years? 

Mr. Cuanpuer.* When the number of bankruptcy cases was higher 
in the first part of the decade from 1940 to 1950 the referees were 
paid b y fees; they were not paid by salaries. Mr. Covey can inform 
you of the rebnahess between the number of cases, but we have no 
experience as to the number of salaried referees which would have 
been necessary at that time. 

Mr. Horan. What year was it that you put the referees on salary? 

Mr. Cuanpter. It was in 1947. 

You see, if we were asking for an appropriation from the Treasury, 
the case would be somewhat different; but we are asking for an appro- 
priation from the special salary fund which comes from payments 
made by the parties, and we submit that they are entitled to prompt 
service. 

Mr. Bow. What is this $18,500 authorized at the April 1954, meet- 
ing of the Judicial Conference? Where did those salary increases go? 

Mr. Covey. There were 2 increases in full-time salaries, 1 at 
Pittsburgh and 1 at Indianapolis. 

Mr. Bow. That brought those places up to the $12,500. 

Mr. Covey. No, sir, neither one of them. It brought them up to 
$11,250. They are not on the maximum basis. Then there were two 

art-time positions changed to full-time positions. They were at 
allas, Tex., and Omaha, Nebr. That cost $6,000. 
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There were 8 part-time positions the salaries of which were increased 
to a total of $9,000. They were located at Raleigh, N. C.; Roanoke, 
Va.; Savannah, Ga.; Jackson, Miss.; San Bernardino, Calif.; Tulsa, 
Oklahoma City, Okla.; and Salt Lake City, Utah. 

Mr. CHANDLER. We can, if you desire, supply a table of those places 
that were affected. 

I would say that the statute which provides for salaries for referees 
provides that a study shall be made—a survey shall be made—by the 
Director of the Administrative Office which shall be submitted to the 
courts, submitted to the Judicial Council of the Circuit, submitted to 
the Judicial Conference of the United States. Then there is a Com- 
mittee on Bankruptcy Administration of which Chief Judge Phillips 
of Denver of the 10th circuit is chairman. That committee goes over 
the recommendations before they are considered by the Judicial Con- 
ference and these changes are really a result of very close discussion. 

Mr. Bow. This if for your 1955 budget. 

Mr. CHANDLER. Yes, it is. 

Mr. Bow. Were these changes anticipated at the time you sub- 
mitted your budget to us for 1955? 

Mr. CuanpieEr. No, sir; they were not. 

Mr. Bow. And the awards made by this committee in the bill that 
was passed by the House and is now before the Senate do not provide 
sufficient funds to carry you through January, February, and March 
of next vear? 

Mr. Cuanpver. All I can say, Congressman Bow, is this, that 
experience shows there always has to be a lag of some months between 
the submission of a supplemental estimate and action on it and these 
personnel changes which aggregate $18,500 were authorized by the 
Judicial Conference at its special meeting held in April of this year. 

Mr. Bow. When did we conduct our hearings on this bill? 

Mr. Horan. About 6 weeks ago; right after the Easter vacation. 

Mr. Bow. Well the salary increases were authorized in April 1954. 

Mr. Cuanpter. Possibly I was wrong in that, but it occurred to 
us that we should present our justifications on the estimates that had 
then been submitted. 

Mr. Bow. It seems to me it might have been well, inasmuch as 
these increases were authorized in April, when you came before the 
committee for your annual budget, that we should have been told 
about it, if they were authorized at that time. 

Mr. CHANDLER. Obviously if there is an enlargement of the referee 
force there will have to be an enlargement of their clerical staff. 

Mr. Wurrrnurstr. You might like to have the balances in the 
referees’ salary fund and expense fund which are in the Treasury, 
lying there not available except as appropriated. 

Mr. Horan. Yes; will you make a statement now as to the balances 
in those funds? 

Mr. Cuanpuer. As of the end of May, there was a balance in the 
special fund for salaries of referees of $2,058,839 and the receipts for 
the current year to the end of May in the salaries fund were $1,389,716 
against expenses of $976,938, so that even in the current year there 
has been earned a surplus of more than $400,000. And there is not 
any question that the special fund will be adequate without any drain 
on the Treasury, to provide for all we are asking. 
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Now to turn to the expense fund, the receipts for the first 11 months 
were $1,360,659 with expenditures of $1,187,769; so that there was 
a surplus earned in this year of $172,890 and there is an accumulated 
surplus which will be available to pay the expenses of referees of 
$1,364,680. 

Mr. Horan. You have mentioned these funds and there are sur- 
pluses: Can you draw on those funds without coming to Congress? 

Mr. Cuanputer. Not without an appropriation; no, sir. 

Mr. Horan. Do those funds at any time revert to the Treasury? 
Pn Brown. No, sir, they do not; under the statute they remain 

ere. 

Mr. Horan. If there is a surplus there, why do we have to au- 
thorize additional drawings on the funds? 

Mr. CHANDLER. Because we have never contended that we could 
spend the money without reporting to you what we were proposing 
to do and securing authorization. At any rate, I think that is the 
orderly course and that is the course I desire to follow. 

Mr. Horan. If at some time in the future the accumulated surplus 
should become large, would it be in line for this subcommittee and the 
Committee on Appropriations to have it turned over to the Treasury? 

Mr. Warreuurst. I think it might be said that they should remain 
there until such time as bankruptcy cases decrease when the expenses 
will be larger than the income and those funds would be reduced in 
that way, it is a safeguard against the necessity for appropriating 
funds out of the Treasury before they are earned. 

Mr. Cuanpter. I think that is right. I think it would not be in 
accordance with the intent of the act if the money should be trans- 
ferred into the General Treasury. 

Mr. Covey. May I say that there is a degree of control exercised 
over this fund by changing the amount of charges against the estates, 
and just last September they were reduced as of July 1, 1954, and the 
charge against the estates was cut down. Now if the fund gets larger 
than we feel it should be, we could again reduce the charges which 
are fixed by the Judicial Conference and that was actually done last 
September. 

r. CHANDLER. The purpose is to provide service for the litigants 
for a sum as nearly as may be approximating the cost of the service. 

The $50,000 which is sought is to provide for additional clerical per- 
sonnel as set out on pages 14 and 15 of the justifications, and $7,000 
for impersonal expenses. 

Mr. Horan. If there are no further questions, thank you very much. 

Mr. Cuanpuer. I appreciate the hearing. 
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Turspay, JuNE 22, 1954. 
LEGISLATIVE BRANCH 


Capirot Po.ice 


WITNESSES 


WILLIAM R. BONSELL, SERGEANT AT ARMS, HOUSE OF 
REPRESENTATIVES 


WILLIAM J. BRODERICK, CAPTAIN, CAPITOL POLICE FORCE 


SALARIES AND GENERAL EXPENSES 


Mr. Horan. We have with us the Sergeant at Arms of the House, 
Mr. William Bonsell, and Captain Broderick of the Capitol Police 
Force. 

I have here House Document No. 443 under date of June 22, 1954, 
which recommends supplemental funds for 1955 for the Capitol Police 
Force. We will insert this document in the record at this point. 

(The document is as follows:) 


[H. Doe. 443, 83d Cong., 2d sess.] 


COMMUNICATION FROM THE PRESIDENT OF THE UNITED STates TRANSMITTING .* 


ProposED SUPPLEMENTAL APPROPRIATIONS FOR THE FiscaL YEAR 1955, IN 
THE Amount OF $297,310, ror THE LEGISLATIVE BRANCH 


Tue Wuaire Hovuss, 
Washington, June 22, 1954. 
The SPEAKER OF THE House or REPRESENTATIVES. 

Srr: I have the honor to transmit herewith for the consideration of the Con- 
gress proposed supplemental appropriations for the fiscal year 1955, in the amount 
of $297,310, for the legislative branch. 

The details of the Loi sg 2 supplemental appropriations are set forth in the 
accompanying letter of the Director of the Bureau of the Budget. 

Respectfully yours, 
Dwicur D. EIspeNHOWER. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
Bureau or THE BupGer, 
Washington 25, D. C., June 21, 1954. 
The PREsIDENT, 
he White House. 
Sir: I have the honor to submit herewith for your consideration proposed 


supplemental appropriations for the fiscal year 1955, in the amount of $297,310, 
for the legislative branch, as follows: 


LEGISLATIVE BRANCH 
“CapiroL PoLice 
“SALARIES, CAPITOL POLICE FORCE 


“For salaries of the United States Capitol Police Force, as authorized by H. R. 
9418, Eighty-third Congress, $217,525: Provided, That funds appropriated for 
salaries of Capitol Police, United States Senate and House of Representatives, 
respectively, in the Legislative Appropriation Act, 1955, shall be transferred to and 
merged with funds provided hereunder and administered as one fund. 
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“GENERAL EXPENSES 


“For an additional amount, for ‘General expenses’, $79,785.” 

These being proposed supplemental appropriations for the legislative brane). 
I make no observation concerning their necessity. 

Respectfully yours, 
Row.anp HuGues, 
Director of the Bureau of the Budget. 

Mr. Horan. Mr. Bonsell, do you have any extra copies of the 
material you are going to present? 

Mr. Bonseut. Yes; here is a breakdown for the increase of salaries 
for the United States Capitol Police Force, and also a breakdown for 
the equipment purchases of the Capitol Police Force. 

Mr. Horan. Do you have copies of the proposed legislation? 

Mr. Bonsewu. Yes, sir; I have H. R. 9413. 

Mr. Horan. Suppose you give us a résumé of what is in the bill. 

Mr. Bropericx. We hope through this bill to increase the force 
from a 150-man complement to 200 men. The men will be picked 
without patronage; they will pass physical and mental examinations 
that will be comparable to the examinations for the Metropolitan 
Police Force and other police forces throughout the country. 

We hope to uniform the men so that they will make an outstanding 
police force here at the Capitol Building and through the police force 
give the Congress and the visitors to the Congress the protection we 
think they rightly deserve. 

There are a lot of plans under way for them to go to school. The 
men will go through the Metropolitan Police School and spend 3 
months there, after which their education on the police force will be 
conducted on the job. Efforts have been made and arrangements 
made with Mr. Hoover of the FBI to take the pick of the police force 
and then send them through this academy, after which they will come 
back here for further instruction. 

The necessity for the 200-man police force is to cover a lot of the 
stations here in the building and outside of the building which we 
have never been able to cover properly. 

Mr. Bow. Are these salaries comparable to those of the Metropoli- 
tan Police Force? 

Mr. Broperick. They are exactly the same, other than the Chief. 
The Chief, of course, in this case will not draw what the Chief of the 
Metropolitan Police Force does. 

Mr. Bow. Does your jurisdiction include more than just the 
Capitol? Does it include the Library? 

Mr. Broperick. Just the Capitol. 

Mr. Bow. The Supreme Court is not included? 

Mr. Broperick. No. 

Mr. Gary. Is anything being done to bring the Supreme Court 
and the Library of Congress under it? 

Mr. Horan. It will take legislation to do that. 

Mr. BonseLy. Once we get this well-trained force and really have a 
top outfit here at the Capitol, then we could work gradually and try 
to integrate the whole 3 forces into 1 unit. But of course we have to 
have something to offer them 

Mr. Bow. Under the language of the bill, what authority do these 
officers have? Do they have authority off the Capito! Grounds? 


| 
is 
r 
t 
t 
1 
| 


509 


Mr. Broperick. No, they do not. Of course, as far as authority 
is concerned, in the bill it is on the Capitol Grounds; but we have had 
cases in court previous to this time where arrests were made off the 
grounds and the courts have decided that as long as we are sworn 
men here in the District of Columbia they will accept our arrests. 

Mr. Bow. In other words, in case of an emergency, they could go 
to the Library or the Supreme Court. 

Mr. Broperick. Oh, ves. 

Mr. Bow. We passed a bill the other day to prohibit picketing in 
some of those places and I was wondering whether they could go to 
the Supreme Court. 

Mr. Broperick. Yes, and I would not be afraid of assigning them 
off the grounds. 

Mr. Horan. Presumably the offense might have originated under 
your jurisdiction. 

Mr. Broperick. That is right. 

Mr. Horan. And it is merely a question of following them; or, 
when you are requested, to assist the Metropolitan Police in any way. 

Mr. Broperick. Yes, sir. I believe in the long run this 200-man 
police force is actually going to save us money; because right now we 
have, for instance, 10 extra men from the Metropolitan Police Force 
up here and Chief Murray informed me that up until the end of this 
month it has cost the District $26,000 in order to supply those men to 
us, together with the fact, which is more important to them, that they 
are losing the services of 10 of their men which they need. 

And during the last war—I hope we never have another one—we 
had some 50 Metropolitan men here all during the war. Certainly 
with a force of our own, we would not have to call on outside help. 

Mr. Horan. Let us insert these statements in the record. 

(The matter above referred to is as follows:) 


Estimate of U. 8. Capitol police salaries for fiscal year 1955 


| 
Number | Annual | 
of men salary =| Total 


Chief of Police 3 
Chief clerk 

Privates, grade 2, over 1 year’s service 

Privates, 1 month at $333; 11 months at $343_- 

Privates, 2 months at $333; 10 months at $343 

Privates, 3 months at $333; 9 months at $343 

Privates, 4 months at $333; 8 months at $343 

Privates, 5 months at $333; 7 months at $343 

Privates, 6 months at $333; 6 months at $343 

Privates, 7 months at $333; 5 months at $343. __- 

Privates, 8 months at $333; 4 months at $343 

Privates, 9 months at $333; 3 months at $343 

Privates, 10 months at $333; 2 months at $343 

Privates, grade 1, effective July 1, 1954 

Privates, grade 1, existing vacancies 


h, 
e 

| $10, 000 | $10, 000 

8, 500 8, 500 

6, 009 | 48, 072 

5, 521 | 49, 689 

5, 521 | 5, 521 

4, 115 378, 580 

4, 106 20, 530 

4, 096 8, 192 

4,086 | 32, 688 

4, 076 32, 608 

4, 066 8, 132 

4, 056 4, 056 

4, 046 16, 184 

4, 036 | 16, 144 

4, 026 | 28, 182 

4,016 | 12, 048 

4 3, 900 | 159, 900 

3, 900 | 11, 700 

Legislative appropriation for fiscal year 1955 (157) ..........---|-...---.------|--------------} 633, 203 

Difference in total funds requested....................--|_--.----------|--------------| 217, 523 
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General expenses for fiscal year 1955 


1955 supple- 
Item 1955 fiscal Total 
Purchase and alterations of uniforms... .-.......-....-..-.-.- $9, 302 $69, 988. 00 $79, 290. 00 
; 4, 202 —1, 702. 00 2, 500. 00 


Purchase, operation, and maintenance of scout cars, including 
2-way police radio equipment__........-....----..---------- 3, 496 3, 722. 05 7, 218. 05 
Purehase miscellaneous equipment, including handcuffs, 
badges, blackjacks, whistles, and flashlights 600 3, 398. 00 3, 998. 00 


17, 900 79, 783. 05 97, 683. 05 


Mr. Horan. Are there any further questions? 

Mr. Gary. I want to say I do not believe that any bill will accom- 
plish the full purpose of properly guarding the Capitol Hill that does 
not integrate the Capitol Police Force with that of the Library of 
Congress and the Supreme Court and I think by all means every 
effort should be made to bring about that integration in the quickest 
possible time. I think it would save money; it would create more 
efficiency and it has many points to commend it and none, so far as | 
know, to condemn it. I want to go on record as favoring that integra- 
tion. IT think it will have to be done by the Legislative Committee, 
but I sincerely trust that serious consideration will be given to that 
feature at the beginning of this movement, because I believe now 
when we are improving the Capitol Police Force is the time to do it. 

Mr. Bow. I would like to join wholeheartedly in the sentiments my 
colleague from Virginia (Mr. Gary) has expressed. I think that is a 
matter that is very important. 

Mr. Horan. That is my feeling on the matter. At one time I was 
quite conversant with the whole field of policing in the District and 
adjacent areas of metropolitan Washington. I think we found about 
10 separate police departments, with the bulk of the responsibility, of 
course, resting on the Metropolitan Police Force. 

It seems to me at one time there were about 7,000 people making 
arrests in the District. Jurisdiction was limited, of course, in many 
eases. The building guards could not even go out on the sidewalk to 
make an arrest, although they could within the building they were 
guarding. The military services, of course, maintained their own 
police department. There, again, the overall coordination falls upon 
Chief Murray. The Metropolitan Police have always cooperated 
very well with the Capitol Police, the Park Police, the White House 
Police, the Merchant Police, and the various protective services. 
There are quite a number of those in the District. Even the National 
Airport has a separate police department, as does the Supreme Court 
i oe Library of Congress. Certainly more coordination should 

e had. 

At one time I understand Congress did pass a bill and it got down to 
the White House to place the Park Police under the Metropolitan 
Police. However, the then Secretary of the Interior, as I understand, 
dashed over to the White House and talked the President out of signing 
the bill. One objection some people have is, if you put the Park 
Police in Rock Creek Park under the Metropolitan Police, for instance, 
it would cost more money. I do not know whether that is true. 
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Mr. Bow. Who comprise the Capitol Police Board? 

Mr. Bropericx. The Sergeant at Arms of the Senate, the Sergeant 
at Arms of the House, and the Architect of the Capitol. 

Mr. Gary. You say you contemplate a police school for the training 
of the Capitol Police. Did I understand you to say that the facilities 
of the FBI would be used for that purpose? 

Mr. Broprericx. The Metropolitan Police School, first. The FBI 
Academy is much too far advanced for the training of just police 
recruits, shall we say. The men who go to that Academy are as a rule 
accomplished policemen before they are sent there. They are sent 
there for advanced training and Mr. Hoover has agreed to send any 
men we send down to him, but to pick men we know can retain the 
knowledge they get there, and he will send them through that school. 

Mr. Gary. But you will use the facilities of the Metropolitan 
Police Force? 

Mr. Broperick. Yes, sir. 

Mr. Gary. What I am getting at is you do not contemplate setting 
up a separate school? 

Mr. Broperick. Oh, no, sir. 

Mr. Gary. I think that is highly desirable. In my judgment 
there should be training, but it seems to me there are sufficient facili- 
ties available to train them without setting up new ones. 

Mr. Broperick. Absolutely. 

Mr. Horan. If we are going to have a permanent police force, that 
means getting away from patronage for those who work on the Cap- 
itol Police Force. 

Mr. Broperick. Yes, sir. 


Mr. Horan. How are going to handle that? 
2 


Mr. Broprerick. The Police Board will handle that. 

Mr. Horan. And there will be no more patronage. 

Mr. Broperick. There will be no more patronage. 

I have already received, oh, perhaps 50 or 60 letters from different 
men who would like to apply for these positions and I had to notify 
them of the pending bill and tell them when and if the bill is passed I 
will send them applications telling them exactly how to go about 
getting on. 

Mr. Horan. Will those men sign up for any given length of time? 

Mr. Broperick. No, sir; that is not in the bill. But I hope through 
advertising in the magazine of the International Chiefs of Police 
Association to carry it down to the different small town chiefs, and 
so forth; I hope to put an ad in there that we are recruiting men. 
That is, if we do not get a sufficient number of applicants here within 
a month or 6 weeks time, which I think we will have no difficulty in 
doing. 

Mr. Horan. Is there any change in the insignia of the Capitol 
Police? 

Mr. Broperick. We are going to have, of course, an entirely new 
uniform and it is my hope the committee will pick a uniform where 
we will not wear a badge, but will wear a shoulder patch with the 
words “U.S. Capitol Police’ and perhaps a picture of the dome, or 
some insignia of that nature. It will be entirely different from any 
uniform for several hundred miles around here, and that has been one 
of the requests and wishes of the Metropolitan Police. There have 
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been too many police forces around here that wear exactly the same 
type of uniform and they will come into the different hotels, and so 
forth, causing trouble and they get the blame for it and the men are 
not — their department. Occasionally there are a lot of them 
around. 
Mr. Bow. How about the retirement plan for these people? 
Mr. Broperick. We will be under the legislative retirement plan. 
Mr. Horan. If there are no further questions, thank you, gentlemen. 
Mr. Bonsetu. Thank you, Mr. Chairman. 


GOVERNMENT PRINTING OFFICE 
CERTIFIED CLAIM 


Mr. Horan. The next item involves a claim of $703.34. In 1942 
there were apparently some consignments of paper to the Government 
Printing ce that went to Baltimore and there were demurrage 
charges on them by the Baltimore & Ohio Railroad. The General 
Accounting Office has made an award to the Baltimore & Ohio Railroad 
in the amount of $703.34. 

I have here a statement of the matter submitted by the Government 
Printing Office which I will put in the record. 

(The material is as follows:) 


JUSTIFICATION FOR PRoposED LEGISLATION REGARDING AVAILABILITY OF UN- 
EXPENDED BALANCES OF APPROPRIATIONS FOR CERTIFICATION OF CLAIMS BY 
THE GENERAL ACCOUNTING OFFICE 


The Government Printing Office received an administrative copy of General 
Accounting Office certificate of settlement T-—569072, dated February 2, 1953. 
This settlement related to a claim settled by the General Accounting Office in 
favor of the Baltimore & Ohio Railroad in the amount of $703.34,chargeable to 
the fiscal year 1942. The claim resulted from disputed amounts with regard to 
reconsignment (originally consigned to Baltimore, Md.) and demurrage charges 
incident to shipments of blank paper from various mills to the Government 
Printing Office in Washington, D. C. 

A listing of the various items is as follows: 


Date of ship- 
0. 


ment Shipper 


2 | 
BB | | 


8968 | Jan. 20,1942 | Neenah Paper Co., Neenah, Ohio__-......--..-..-.-...--.-.----..-.. 

Jan. 23,1942 | Bryant Paper Co., Kalamazoo, Mich. 
8974 | Feb. 2,1942 | Whittaker Paper Co., Hamilton, Ohio___...............--..-.-...-.. 76. 23 
8982 | Feb. 4,1942 | Whittaker Paper Co., South Canton, Ohio__.....--.._.---.--.-.__.- 70. 73 
8084 | Feb. 2,1942 | Bryant Paper Co., Kalamazoo, Mich 76. 23 
8986 Marquette Paper Co., Middletown, 70. 73 
8988 | Jan. 28, 1942 | Kalamazoo Co., 98. 23 
8085 | Feb. 5, 1942 | Bryant Paper Co., Kalamazoo, Mich_................-.-.-...--..... 65. 23 
703. 34 


In accordance with the Surplus Fund Certified Claims Act of July 6, 1949 (63 
Stat. 407), unexpended appropriated balances are available for payment of claims 
certified by the Comptroller General; however, there remains no funds in this 
appropriation. 

By letter dated March 4, 1953, the Comptroller General requested this office 
to obtain a deficiency appropriation in order to make payment of the claim. 
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A. P. DEAN, CHIEF OF DIVISION OF ENGINEERING, FOREST SERVICE 


LIQUIDATION OF CONTRACT AUTHORIZATION 


Mr. ANDERSEN. The subcommittee will come to order, gentlemen. 

We have under consideration a supplemental request contained in 
House Document No. 428 in relation to forest roads and trails. 

We will insert in the record pages 1 to 5 of the justifications. 

(The information requested is as follows:) 


Forest Roaps anp Traits (LiquipaTIon oF ConTRACT AUTHORIZATION) 


Request: $6,500,000 appropriation, together with transfer of $9,500,000, to 
remain available until expended. 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Section 6 of the Federal-Aid Highway Act, of 1954, approved May 6, 1954, 
authorizes the Department of Agriculture to incur obligations, approve projects, 
and immediately award contracts for forest development roads and trails up to 
the amounts authorized for each of the fiscal years 1955, 1956, and 1957. The 
—_ a was authorized for the fiscal year 1955 by the act of June 

, 1952. 

The budget. estimate of $16 million for 1955 was based on completion of the 
1953 authorization ($4,612,000) and a portion of the 1954 authorization, ($11,- 
388,000) and included approximately $6,500,000 for timber access roads to wind- 
thrown and insect-infested timber. 

It is proposed to shift $9,500,000 of the original 1955 estimate to apply against 
the 1955 authorization, leaving $6,500,000 for the special program of timber 
access roads to wind-thrown and insect-infested timber to apply against the 1953 
and 1954 authorizations. 

An additional appropriation of $6,500,000 is required for 1955 which, together 
with the $9,500,000 transferred from the amount carried in the annual appropria- 
tion act, will supply a total of $16 million to meet payments due under obligations 
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in the amount of $22,500,000 for contractor earnings and for engineering, mainte- 
nance, bridge replacement, work conducted by force account, and other expenses 
in 1955 pursuant to the authorization for that year. 

In summary, total obligations for 1955 will be $29 million and the total appro- 
priation will be $22,500,000. The sum of $6,500,000 to complete liquidation of 
contenstes earnings under contracts awarded in 1955 will be included in the 1956 

udget. 

House Document 428, dated June 8, 1954, proposes the establishment of a new 
appropriation for forest roads and trails, as follows: 


“DEPARTMENT OF AGRICULTURE 
“POREST SERVICE 


‘Forest Roads and Trails (Liquidation of Contract Authorization) 

“For liquidation of obligations incurred for expenses and for payment of contract. 
earnings, pursuant to authority contained in section 6 of the Federal-Aid Highway 
Act of 1954, approved May 6, 1954 (Public Law 350), including the purposes 
specified in the 1955 appropriation for ‘Forest roads and trails,’ to remain avail- 
able until expended, $16,000,000, which sum is authorized to be appropriated for 
the fiscal year 1955 by the Act of June 25, 1952 (Public Law 413), and of which 
$9,500,000 shall be derived by transfer from the 1955 appropriation for ‘Forest. 


roads and trails’. 
JUSTIFICATION OF LANGUAGE CHANGE 


The proposed language would establish a new appropriation for the regular 
forest, roads and trails program in conformance with the provisions of section 6 of 
the Federal-Aid Highway Act of 1954, approved May 6, 1954. The purposes 
and provisions of the new language are the same as previous language for forest 
roads and trails except for the addition of language to provide for liquidation of 
earnings under contracts made pursuant to authority contained in section 6 of 
the Federal-Aid Highway Act of 1954, approved May 6, 1954. 

The following table reflects the amounts requested in the budget for 1955, 
which are included in the 1955 agricultural appropriation bill as passed by the 
House and the Senate, and the adjustments proposed in House Document No. 428. 
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JUSTIFICATION FOR ESTIMATE 


Of the $22,500,000 authorized for fiscal year 1955, $9,500,000 would be used 
for maintenance and bridge replacement leaving $13 million for construction of 
mainline access road projects which are urgently needed to increase timber harvest 
nearer to sustained yield capacity. 

Furthermore, in recent years, insect infestations and wind-throw in mature 
stands of timber in northern Idaho and Montana and in the Pacific Northwes: 
have made it necessary to program all available funds for the construction of 
access roads for insect control and timber salvage in these emergency areas. 
This has resulted in practically a stoppage of public access road construction in 
other areas. Unless public construction of mainline roads is resumed in these 
other areas, timber harvesting at present rates cannot be maintained. Loss of 
revenue to the Treasury will result and the economy of many communities, which 
are dependent on national forest timber in these areas to supply their industries, 
will be seriously disrupted. 

One of the most urgent needs in the national forests is roads into bodies of 
timber which are now inaccessible but which are mature and in need of harvest- 
ing. Because of the lack of access roads, the timber cut from the national forests 
in fiscal year 1954 will be about 1.5 billion board-feet below the sustained allow- 
able cut. At current prices, this represents a loss of about $18 million in receipts 
for the fiscal year. Annual tosses of this magnitude will continue to occur until 
the major part of the access road system has been installed. Because of the 
age and condition of this inaccessible timber, losses from disease, insects, windfall, 
and fire, just about balance the relatively small amount of growth that occurs. 

The program includes about $4 million of mainline roads in southwestern 
Idaho which are urgently needed for timber salvage of heavy insect infestation 
and disease. This would be the first part of a $9,500,000 program of mainline 
timber roads for this area which will permit salvage cutting in the next 5 years 
of 1.35 billion feet of deteriorating timber worth $13,500,000 in receipts to the 
Treasury plus harvesting on an annual sustained yield basis of some 220 million 
feet with annual receipts of about $2,500,000. Established local mills are badly 
in need of this timber supply to maintain production and prevent closure of mills. 

Preparatory engineering work on the access road projects included in the pro- 
gram contemplated under the 1955 authorization is well advanced. Plans for 
about one-half of the projects which would be contracted under this proposal, 
totaling about $7,500,000 of road construction, are now at a point where bid 
invitations could be prepared in a few weeks and contracts awarded by September 
30. The remaining projects would be placed under contract during the fiscal year. 
# |The construction over a period of years of about 14,200 miles of access roads is 
necessary if timber~harvesting on the national forests is to rise to its potential 
sustained yield and the land now occupied by stagnated stands restored to pro- 
ductive condition. About 5,200 miles of these roads—principally main line roads— 
should be built by the Federal Government, and about 9,000 miles by purchasers 
of national forest timber. Such a program would require direct Federal expendi- 
tures of about $94.3 million over a period of years and, roughly, $100 million by 
purchasers of national forest timber. 

From the funds authorized for the fiscal years 1955, 1956, and 1957 under this 
appropriation, and from the funds which it is estimated will become available 
under the appropriation for roads and trails for States, national forests fund 
(10 percent of receipts), about 60 percent of the program for construction of access 
roads which should be federally financed could be compicted as follows: 


Roads and 
Fiscal year | 
fund) 
$19, 500, 000 $4, 000, 000 $23, 500, 000 
13, 800, 000 3, 000, 000 16, 800, 000 
13, 800, 000 3, 000, 000 16, 800, 000 
47, 100, 000 10, 000, 000 57, 000, 000 
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This would leave a balance of about $37.2 million remaining to complete the 
Government’s share of the program for the initial installation of the main-line 
access roads required to raise the timber cut on the national forests to current 
sustained-yield capacity. An authorization for forest roads and trails for the 
fiscal years 1958-59 at the same level as for 1956-57 ($24 million) will permit 
substantial completion of this program. Over a period of years increased revenues 
to the Government from expanded timber sales will more than offset the cost of 
roads and return a net profit. 

After installation of these main-line access roads it is anticipated that the 
annual program for feeder roads will be constructed in large part by timber 
operators and that exclusive of roads and trails for States (10 percent of receipts) 
annual appropriations on a sharply reduced basis will be required. 


Mr. AnpERSEN. Do you have a general statement, Mr. Cliff? 

Mr. WuHereter. Mr. Chairman, if it is agreeable with you I thought 
I would take about 5 minutes at the outset. 

Mr. ANDERSEN. That will be satisfactory, Mr. Wheeler. 

Mr. WHEELER. I would like to explain the relationship of this esti- 
mate to the legislative authorizations and to the action that has been 
taken already in the 1955 appropriation bill. 


RELATIONSHIP OF ESTIMATE TO AUTHORIZATIONS AND APPROPRIATIONS 
FOR 1955 


In order to do that I would like to direct your attention first to a 
table of authorizations for the past several years leading up to the 
present time. 

(The table is as follows:) 
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Mr. Wueeter. The first column of this table shows that in the 
various Federal aid highway acts $12.5 million were authorized for 
each of the fiscal years 1947 and 1948; $17.5 million for each of the 
fiscal years 1950 through 1953; and in the 1952 Highway Act $22.5 
million was authorized for each of the fiscal years 1954 and 1955. 

Mr. ANDERSEN. How much for 1949? 

Mr. WHee.er. There was no authorization for that year, sir. 

The column headings across the table indicate the years in which 
appropriations were made against those authorizations. 

Picking up, for example, in about the middle of the table, in fiscal 
year 1951 the total appropriation was $13,648,000, which completed 
the 1950 authorization and appropriated part of the 1951 authoriza- 
tion. 

The 1952 appropriation appropriated $13 million more of the 1951 
authorization. 

The 1953 appropriation completed the 1951 authorization and a 
part of the 1952 authorization. 

The current-year appropriation of $14.5 million completed the 
1952 authorization and appropriated $12,888,000 of the 1953 au- 
thorization. 

In the regular appropriation bill for this year the $16 million that 
has been approved completed the 1953 authorization and appropriated 
$11,388,000 of the 1954 authorization, leaving, pursuant to that ac- 
tion, about half of the 1954 authorization not yet appropriated. 

I would like to pass over the last column, because we will come back 
to that in a minute. 

That brings us up to date in relationship of appropriations to the 
authorizations. 

Now, since the time we were here on the regular bill the Federal 
Aid Highway Act of 1954 was passed, which includes two significant 
factors from the standpoint of this appropriation. In the first place, 
it continued the usual practice of authorizing appropriations for 2 
years in advance and authorized $24 million for each of the fiscal 
years 1956 and 1957. But perhaps more significant from the stand- 
point of the estimate that is before you is section 6 of this act, which 
contemplates a somewhat modified approach to the incurring of 
obligations against authorizations insofar as the Department of 
Agriculture is concerned, although the arrangement is somewhat 
similar to that which has existed for forest highways and for the 
Federal-aid highways. Section 6 says that: 


Any funds authorized for the fiscal year ending June 30, 1955; or herein auth- 
orized for forest highways, forest development roads— 


That is this item— 


and trails, park roads and trails, parkways, Indian roads, and public lands high- 

ways shall be immediately available for contract: Provided, That any amount 

——— unexpended 2 years after the close of the fiscal year for which authorized 
apse. 


Then it says: 


The Secretary of the Department charged with the administration of such funds 
is hereby granted authority to incur obligations, approve projects, and enter into 
contracts under such authorizations and his action in doing so shall be deemed a 
contractual obligation of the Federal Government for the payment of the cost 
thereof and such funds shall be deemed to have been expended when so obligated. 
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Now, in the estimate betore you it is proposed to implement the 
authorization of $22.5 million for the fiscal year 1955 as follows: 
First, by transferring to this new appropriation $9.5 million from the 
regular appropriation; second, by appropriating an additional $6.5 
million; and, finally, by letting additional contracts in the amount of 
$6.5 million which will not have to be appropriated for until 1956. 

It is proposed to have a new appropriation item which would en- 
compass a total of $16 million of appropriated funds; $9.5 million to 
be transferred from the amount carried in the regular bill and $6.5 
million of new cash appropriations in contemplation of total obliga- 
tions against the 1955 authorization of $22.5 million. 

If you will turn to page 3 of our justifications, the table on that 
page will make this proposal visible. 

n the first column there is a breakdown of the appropriation that 
is carried in the regular act. Approximately $6.5 million is to be 
used for access roads, primarily for insect control in Oregon and Wash- 
ington. Bridge replacement is $2.6 million; and maintenance of 
roads and trails is $6.9 million. The total is $16 million. 

Now, shown in the second column is the proposal to transfer the 
bridge replacement and maintenance work, which is the regular work 
that would be done in the fiscal year 1955, as a charge against the 1955 
authorization, and thus catch up with the authorizations and have the 
appropriation in 1955 under this supplemental be synonymous with 

e authorization. 

One result of that will be that there will be about $20 million of the 
1954 authorization that will lapse. We will simply forego that and 
start out under the new item square with the 1955 authorization under 
the terms of the new Act. 

Now, column 3 shows that after transferring $9.5 million from the 
regular appropriation into this new item, $6.5 million would remain 
in the regular bill for this special work in Oregon and Washington 
and would remain charged against the 1953 and 1954 authorizations. 

The remaining columns 4, 5, and 6 show the components of the pro- 
posed new appropriation that is before you; the $2.6 million and the 
$6.9 million coming in by transfer from the regular appropriation; an 
additional $13 million in obligations for timber access roads across 
the country for the regular access road program; $2.6 million for 
bridge replacement, and $6.9 million for maintenance of roads and 
trails; for total obligations of $22.5 million. 

The entry below that, the minus $6.5 million, indicates that while 
$22.5 million: would be obligated in 1955, $6.5 million of that would 
represent outstanding contracts for which payment would not need 
to be made until the fiscal year 1956, out of funds to be appropriated 
in that year. 


Now, since this does represent a somewhat different approach to’ 


the appropriation implementation of authorizations for roads and 
trails, our purpose in presenting it this way is to secure the approval 
of the Congress not only for the additional appropriation of $6.5 
million but ie our proposal to obligate, pursuant to the new section 
6, funds in the amount of $6.5 million, in addition to the total appro- 
priation for this year. We felt that those plans should be reviewed 
along with this proposal for specific funds to be appropriated. 
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Mr. AnpreRSEN. Mr. Wheeler, you have the authority to obligate 
now, without any further action of this subcommittee, do you not, 
under section 6? 

Mr. WuexE.er. Under section 6 we have authority to let firm con- 
tracts not only for the whole $22.5 million authorized for 1955 but 
also the amounts authorized for 1956 and 1957. Asa practical matter, 
there is a limit to the extent to which this contract authority can be 
used. Contractors, working on the size of projects that we have, 
cannot wait indefinitely for their funds. Payments become due 
sooner after the letting of the contract and the initiation of the work 
than is the case in some of the larger projects of other agencies. 

But we feel that out of a total program of $22.5 million there will 
be about $6.5 million that will not have to be paid for this year and 
could carry forward. 

Mr. AnpEerson. Under the law, in addition to the $22.5 million, 
you could obligate at this time an additional $48 million for the 1956 
and 1957 fiscal years, could you not? 

Mr. Wueeter. We could legally, but actually it would not be 
practical unless there were assurance that the money would be approp- 
riated in 1956, because I do not think that contractors would be in a 
position to carry it further than we have indicated in this carryover of 
$6.5 million. 

Mr. AnpErRsoN. You feel you would rather have the approval of 
this committee and of the Senate subcommittee before you go ahead 
with these various obligations? 

Mr. Wueeter. We certainly do. 

Mr. Anprerson. At least an understanding with them? 

Mr. Wueeter. Yes, sir; precisely. 

I believe that completes my statement on the arithmetic, so to speak. 
The Forest Service representatives would be glad to discuss the need 
for the expanded program. 


BINDING EFFECT OF AUTHORIZATIONS 


Mr. ANpERSEN. Let me ask you this question, Mr. Wheeler: To 
what extent do you consider these authorizations prior to 1955 binding 
upon the Congress? 

Mr. Wueeter. Well, we believe the prior year authorizations are 
available for appropriation. Actually, however, under this plan we 
— anticipate that the balance of the 1954 authorization would 
apse. 

Mr. Anpversen. That is what I understand. 

Mr. Wueever. And would not be appropriated. 

Mr. ANDERSEN. I understand that from your previous testimony ; 
for all except the $6.5 million. 

Mr. Wueeter. Yes. 

Mr. ANDERSEN. You want to use that much of that previous 
authorization? 

Mr. Wueeter. Of the previous authorizations, yes. The $6.5 
million would complete the 1953 authorizations and would appro- 
priate $1,888,000 of the 1954 authorization. On that basis slightly 
over $20 million of the 1954 authorization would lapse. We would 
not have authority under the new section 6 to enter into contracts 
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against the 1954 authorization. The new authority in section 6 
begins with the 1955 authorization. 
Mr. Anpersen. All right, Mr. Cliff, we will be glad to have your 
statement, sir. 
NEED FOR EXPANDED PROGRAM 


Mr. Curr. Mr. Chairman, as Mr. Wheeler has explained, of the 
$22.5 million authorized for 1955, $9.5 million under this proposed 
program would be used for maintenance of roads and trails and bridge 
replacement, which would leave $13 million for construction of access 
roads, which are needed to increase the timber harvest nearer to sus- 
tained yield capacity. 

Our cut this fiscal year will be about 5.2 billion feet. The allowable 
cut under sustained yield management is 6.9 billion feet. Our goal 
for fiscal year 1955 is 5.4 billion feet; and in 1956 we hope that we will 
be able to increase that to 6,250 million feet. 

Mr. AnversEN. If that is done, Mr. Cliff, how much will that repre- 
sent in money coming into the Treasury? 

Mr. Mason. At $12 per thousand, receipts would be $75 million as 
compared to about $65 million in 1955. 

Mr. ANDERSEN. Go ahead, sir. 

Mr. Currr. We would like to increase the cut as rapidly as we can 
after 1956 up to the full allowable of 6.9 billion feet. 

The exercise of the advance contract authority would give us a 
running start on catching up with some of the backlog of wat 3 access 
road construction. 

You will recall that in recent years the insect infestations in the 
overmature stands of timber in north Idaho, Montana, Oregon, and 
Washington made it necessary to concentrate practically all of our 
access road construction in those emergency areas. This a resulted 
in practically stopping the program in other areas where roads are 
urgently needed. Delees we can get ahead with this public access 
road construction, of main-line roads, timber harvesting at present 
rates cannot be maintained in these other areas. That will result in 
decreased receipts to the Treasury and have an impact on established 
ua which is depending on the national forest timber for sur- 
vival. 

One example of the problems that we are up against in this respect 
is in central Idaho in the Boise-Payette area, re ot we have a total 
of 61 sawmills that are now almost completely dependent on national 
forest timber. The mill capacity of those 61 mills is 300 million feet. 
The cut in 1953 was 238 million feet, most of which was private tim- 
ber. The private timber is about gone. There is only enough pri- 
vate timber to sustain a cut of about 15 million feet. That is mostly 
controlled by three companies. 

Now, we have enough timber on Government land in that area te 
sustain a cut of 210 million feet. Last year we cut only 92 million, or 
less than half of the allowable cut. That is in an area where we are 
peed with insect and disease problems which are causing serious 
osses. The main bodies of timber are inaccessible, and it is necessary 
to get roads pushed into these areas to get prompt salvage and harvest- 
ing of timber and bring the cut up to the point where it should be to 
sustain these communities and established industries. 
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I have a map which illustrates that particular problem. This map 
is of the Boise and Payette Forests. The green shows the area of 
commercial timber type. The existing roads which are suitable for 
timber hauling—that is, the State highways and existing main-line 
logging roads—are shown by light black lines. The roads which are 
he to tap these areas are shown by the heavy black and the 
dotted lines. The shaded areas are the insect- and disease-infested 
areas where we have real, urgent salvage problems. 

Under this proposed program we would obligate about $4 million 
this year to construct roads in this territory. The roads which we 
would build this year to tap these main bodies of timber are shown 
by the heavy black lines. In the whole area we need a total of about 
800 miles of road; 448 miles of main-line roads should be built by 
the Government and about 360 miles would be built by operators, 
mainly the branch roads after the main tap roads are in. 


ACCESS ROADS IN OREGON, WASHINGTON, AND IDAHO 


Mr. ANDERSEN. What have you done in Washington and Oregon 
with the money we have put up, Mr. Cliff? Are you planning to do 
something similar to that in those two States? 4 

Mr. Currr. We are planning to do that this year with the $6.5 
million that was provided in this year’s appropriation bill. 

Mr. AnprERsEN. Of the new $6.5 million, do you propose to use 
about $4 million in the Idaho region? 

Mr. Curr. We propose to obligate $4 million. We would actu- 
ally spend this vear in cash about $2 million, and the remaining 
$2 million would be paid when the contract payments come due 
next fiscal year. 

ACCESS ROADS IN OTHER STATES 


Mr. ANDERSEN. Where would you obligate the balance of the 
$6.5 million? 

Mr. Curr. It would be spread across the country where we have 
similar urgent problems. We would plan on obligating about $4 
million in California. Our cut in California is only about half of 
the allowable cut. In northern California the cut is about one-third 
of the allowable. The main bottleneck there is lack of access roads. 
So we would propose to obligate about $4 million in California. 

We would obligate an additional $1.5 million in Oregon and Wash- 
ington; and about $2 million in region 1, which comprises north Idaho 
and Montana. 

We would obligate a total of about $600,000 in the Eastern United 
States, where we also have some access road problems. About 
$300,000 of that would be in the Lake States, mainly in the Superior 
country in Minnesota. In the central Rocky Mountains, Black 
Hills, and the Southwest we would obligate about $900,000. 

Mr. ANDERSEN. In other words, you are placing the money where 
you consider that major problems exist. 

Mr. Currr. That is right; the places where the need is mot urgent. 

Mr. ANDERSEN. Today those problems are in Oregon and Wash- 
ington and are now being attacked. Then you have Idaho and 
California coming up. Is that the picture? 

Mr. Curr. That is where the most pressing problems are. 
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Mr. Anpersen. You are going to emphasize for the next few years 
those particular projects? 

Mr. Curr. That is right; but there are some areas in these other 
regions where we also have urgent needs, too, on a lesser scale than in 
California and Idaho and in the Northwest. 


DISCUSSION OF LONG-RANGE PROGRAM 


Mr. Anpersen. If we make this money available, will it result in 
gradually getting this ripe timber out, so that 5 years from now, 
poner we will not have a lot of ripe timber standing that should 

ave been cut some time ago? 

Mr. Cuirr. It would give us a good start toward accomplishing our 
goals of getting access to these areas. 

We estimate, Mr. Chairman, that nationwide there is a need for 
Federal construction of access roads in the amount of about $94.3 
million. The operators would be expected to construct something 
ao million of the main spur roads going off those main-line 
roads. 

Mr. ANDERSEN. What would be the ideal situation as to the ex- 
penditure or obligation of that $94.3 million, Mr. Cliff? How long a 
period of time should it cover? 

Mr. Currr. When we developed our plans and proposals for this 
program about 2 years ago, we suggested a period of 5 years. Under 
the authorization structure and pattern set by the Federal Aid High- 
way Act, it would take about 5 to 6 vears to accomplish that. 

Mr. AnpersEN. That is the beginning of the program you are 
proposing to us today; is that it? 

Mr. Curr. Yes, sir. 

On page 5 of the justification statement is a table which answers 
your question. 

In 1955 if this appropriation is approved we would have a total o/ 
$19.5 million to spend on access roads from appropriated funds and 
$4 million out of the 10-percent funds. In 1956 there would be 
$13.8 million available from appropriated funds, assuming that the 
$24 million authorization was matched by appropriations, and $3 
million of the 10-percent funds; and a like amount in 1957. That 
makes a total of $57.1 million in a 3-year period. That would leave 
$37.2 million remaining to complete the $94.3 million program. 

If the expenditures were continued at the rate of $16.8 million it 
would take an additional 2% years. That would go into another 3 
years. There would be 2 years at $16.8 million, which would leave 
about $5 million in the third year. 

These estimates are based on current costs and utilization standards. 
They represent our best judgment of what will be needed to instal! 
the main line timber access roads needed to bring the cut up to the 
full allowable level. It does not include fire and general purpose 
roads which are also needed for protection and administration of the 
national forests. After the mainline timber access roads are com- 
pleted and full allowable cut is attained it will be necessary to build 
about 1,700 miles of main and branch roads each vear to maintain 
the cut to full sustained-yield capacity. These will be built mostly 
by timber purchasers but it is estimated that the Federal Government 
should spend about $7% million per year on timber-road extensions 
to maintain the cut at full capacity, 
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TIMBER VALUES IN SOUTHERN IDAHO 


Mr. ANDERSEN. Mr. Cliff, what are the timber values in southern 
Idaho, and how long will it take to refund to the Treasury the amount 
of money that we put into the access roads in that particular region? 

Mr. Curr. The timber which would be tapped by this $4 million 
road construction program this first year would amount to a total 
volume of 5.4 billion feet. The value is $51 million. 

Mr. Hunter. The value to the Government in terms of receipts? 

Mr. Curr. That is the estimated stumpage value. 

Mr. Wueeter. That is right. 

Mr. Curr. On a 10-year cutting program we would plan on cutting 
about 1 billion feet, which would have a value of $11 million in 10 
years. That is from the $4 million construction program in central 
Idaho. 

Mr. ANDERSEN. I understand, then, it will take you about 4 or 5 
years to return the initial investment of $4 million following the 
construction of the roads? 

Mr. Curr. Yes. 

Mr. AnpERSEN. Which, of course, in itself will require a little time. 

Mr. Curr. That is correct. 

Mr. ANDERSEN. I presume it will take 2 years to get those roads 
in there? 

Mr. Currr. Most of them should be completed within a year. They 
will be available for hauling about next summer. It will be about a 
year before we start producing very much timber over them. 

Mr. AnpersEN. Do you think in 1956 you can get started actually 
taking timber out on Ba particular roads? 

Mr. Curr. Yes, sir. 

Mr. ANDERSEN. You would say, then, commencing with 1956, 4 or 
5 years should see enough timber brought out to reimburse the Treas- 
ury for the amount you are requesting here for southern Idaho. 

r. Curr. That is correct. Then the roads are in there, so that 
you will get sustained production over them from now on. 

Mr. ANDERSEN. We must, of course, look at this from the point 
of view of whether or not it is a good business proposition. You feel 
that there is no question but that the Treasury will more than receive 
back the amounts of money which you have planned under this pro- 
gram for the next 5 or 6 years? 

Mr. Curr. There is no question in my mind at all on that. 
ree ANDERSEN. What kind of timber is it, Mr. Cliff, in southern 

0? 

Mr. Curr. It is mainly ponderosa pine and Douglas fir, with some 
lodge-pole pine and other mixed species. 

Mr. ANDERSEN. That is very highly valued timber, is it not? 

Mr. Curr. The ponderosa pine is very valuable, and the other 
species are of lesser value, but they are bringing good stumpage prices. 

Mr. AnpersEN. Mr. Marshall? 

Mr. MarsHa.t. Mr. Cliff, you were talking a moment ago about 
the return on a 4-year basis, saying that it would pay for these roads. 
How much more would be returned to the Treasury above the payment 
for the construction of the roads? 

Mr. Curr. In a 4-year period? 

Mr. In a 4-year period. 
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Mr. Curr. Let me answer it this way: The total program for 
south Idaho is estimated to cost $9.5 million. That is the 448 miles 
of road which I stated we feel the Government should construct to 
open this country up. Within 5 years we expect to cut 1,035 million 
feet in that area, worth $13.5 million. So in 5 years it would not only 
repay the cost of the roads but would bring in an additional return of 
$4 million, for the expenditure of $9.5 million. 

Mr. Marswatu. Do I understand your figures then to show that 
for a 5-year period for each dollar you have spent in the construction 
of these roads you are going to get at least $2 or more in return from 
the sales of this timber? 

Mr. Curr. No; I did not say that, Mr. Marshall. In the Idaho 
example we are talking about we would get about $1.50 back in 5 

ears for every $1 we spend for roads in that area. That return varies 
in different areas. In some places we get the returns very quickly. 
In others it may take longer. But in all cases the expenditures for 
roads will be repaid to the Treasury over a period of time. 

Mr. MarsHatu. When you extend this beyond 5 years in payment, 
then you get more and more return proportionately back to the 
Government? 

Mr. Cuirr. That is correct, because the roads are there. 

Mr. MarsnHatu. They are established. 

Mr. Curr. We plan on cutting that timber on a sustained-yield 
basis. After the roads are paid for then the returns keep coming in. 
It is necessary to keep pushing some roads in to the timber as you cut 
it, but after the initial investment is in, the subsequent maintenance 
investment is relatively low. 


ROAD CONSTRUCTION BY TIMBER PURCHASERS 


Mr. Marsnatu. Mr. Cliff, I am wondering about another thing. 
In the passage of Public Law 350 do you feel that that relieves the 
Forest Service of a responsibility of encouraging contractors to build 
these roads when they put in their bids for timber? 

Mr. Curr. No, sir; we believe very thoroughly that the timber 
purchasers should build a substantial portion of these roads; the roads 
which are feasible for purchaser construction. We would continue 
to require purchasers to build those branch roads and some main-line 
roads which are feasible for them to build. 

Most of these main-line roads we plan on building are the most 
expensive tap roads. Most purchasers cannot afford to make the 
investments. 

In this Idaho situation there are probably only 1 or 2 of the 61 opera- 
tors who could afford to make the investment required on these main- 
line roads. That would eliminate the others, if we went completely on 
operator construction. It would eliminate the possibility of the re- 
maining operators competing for the timber, and it would limit our 
ability to sell timber and harvest it as fast as we should. 

In the south Idaho area we expect that the operators would build 
360 miles of road while the Forest Service should build 448 miles. 
That varies in different places. 

In California we propose that the operators will build about 90 per- 
cent of the roads, leaving for the Government construction only those 
main tap roads which are so expensive that it precludes getting the 
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operators to construct them and still maintain any semblance of 
competition. 

Mr. Marsnwa.t. It is still going to be the policy of the Forest Service 
to follow the procedure that you have in the past, wherever it is 
feasible, of including the building of the roads with the contract 
when it is let? 

Mr. Curr. Yes. 

Mr. Marsnatu. I think, Mr. Cliff, you have been aware of how a 
number of members of this committee have felt about the loss of 
revenue to the Federal Government sometimes, on the basis of the 
funds going back to local governments on a percentage basis. 

Mr. Curr. Yes, we are very aware of that. 

Mr. Marsna.t. I am glad to hear you say that you are going to 
follow the policy you have in the past, because I fear we are going to 
get into difficulty if we were to change it. 

Mr. Curr. Mr. Marshall, the need for access roads is so great to 
get into these overmature stands of timber and harvest them and 
salvage losses which are occurring that it is going to take all the 
resources of the operators and all of the resources that the Federal 
Government can put into it to accomplish the program and to get 
geared up so that we can really manage these forests. We certainly 
want to go as far as it is feasible in the public interest to have the 
operators build as many of these roads as they can. 

Mr. MarsHa.u. What effort does the Forest Service make to get 
these small loggers to build roads on a cooperative basis? Have you 
been doing anythmg? 

Mr. Curr. That has been done, although the small operators are 


in competition with each other and it is not always feasible to get 
them to team up on joint construction of roads. 

We have entered into a number of cost-sharing arrangements where 
operators share the costs of the roads that may be constructed by 
others. We have joint cost-sharing arrangements as between the 
Government and the operators where it is tapping both private and 
national forest timber. 


CONTRACT AND CONSTRUCTION PROCEDURES 


Mr. ANDERSEN. Mr. Cliff, at this point in the record I would like 
to have you insert a discussion as to just how you build these roads, 
what types of contractors do you use, and whether they are the same 
contractors who frequently are used by the loggers where they build 
the roads. 

(The information is as follows:) 


Most of the mainline timber access roads built under this program involve 
work in the heavy-construction category and require skills and equipment 
characteristic of the highway-construction industry. For this reason the bulk 
of the work programed each fiscal year is advertised and let to contract except in 
cases where no bids are received or are in excess of estimates. Response of the 
industry to invitations for bids on access roads has been very good both as to the 
number and caliber of the firms bidding and prices offered for the undertaking. 

Practically all of the successful bidders on access-road work are experienced 
road contractors capable of, and accustomed to, delivering a finished, workmanlike 
job in accordance with plans and specifications. These contracting firms are of 
the same type as are used by a number of purchasers of national-forest timber for. 
the construction of roads under the terms of sales contracts. Some of the con- 
tracting firms which bid on Government contracts are also in the contract logging 
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business. For example, last year a firm in southern Idaho engaged on a contract 
logging operation also had contracts for a State highway project, a Forest Service 
project, and a project for a purchaser of national forest timber. 


ADVISABILITY OF APPLYING REQUEST AGAINST 1955 AUTHORIZATION 


Mr. AnprersEN. I have one question I want to ask Mr. Wheeler 
in conclusion. Mr. Wheeler, why not count the additional $6.5 
million requested here against the 1955 authorization, which would 
provide the full authorization for 1955 of $22.5 million, and consider 
all past authorizations as canceled? Then we will not get into this 
contract authorization procedure each year, which this subcommittee 
would like to avoid, if possible. 

Mr. WuHeeter. Well, we are very desirous of retaining the $6.5 
million in the regular bill against prior-year authorizations in order to 
substantially complete the work in Oregon and Washington of build- 
ing access roads into insect-infested timber stands, which is a special 
emergency program. I think it is logical to transfer to the 1955 
authorization only the $9.5 million that is an annual recurring item 
of maintenance and bridge replacement. 

If what you suggest is done, it would complete the 1955 authoriza- 
tion, but the program would not permit completion of Oregon and 
Washington work, and at the same time permit incurring an additional 
$13 million of new obligations to take care of the other needs that 
Mr. Cliff outlined. It would have the effect of reducing the program 
contemplated for 1955 by $6.5 million. 

Of course, the determination of the level of the pro is a decision 
for Congress to make. Our hope and our proposal is that we can 
retain the $6.5 million against the prior authorizations and switch the 
annual recurring cost for bridge replacement and maintenance to the 
1955 authorization, which together with obligations of $13 million for 
new roads, would total the amount of the 1955 authorization. 

Mr. Anperson. Mr. Wheeler, under our proposal could you still 
not take care of the Washington-Oregon matter, still do something on 
the California matter, and at the same time do something on the 
Idaho matter, as you propose? As far as I can see the end result of 
our proposal, which would eliminate much confusion in the future 
for this subcommittee, would simply be to delay your program in 
other areas slightly. 

Mr. Wuee ter. It would have the effect of delaying the 5%-year 


pro 

Mr. ANDERSEN. Let me tell you my reaction. I can foresee that 
if we get into this contract commitment proposition we will have 
endless confusion. 

It would be much better, I think, if we bad a clear-cut picture. 
This subcommittee has always shown it realized the necessity for pro- 
grams of this nature. I pesmeny feel that, just as we have in the 
past, we will get into difficulties if these contract authorizations are 


used. If we can eliminate that difficulty right now we would be much 
better off in the future. 

Mr. Hunter. Mr. Chairman? 

Mr. ANDERSEN. Mr. Hunter. 

Mr. Hunter. Let me see if I have this straight. What the Depart- 
ment wants to do is obligate during 1955 a total of $29 million. 
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Mr. AnpErsEN. That is correct. 

Mr. Hunter. The authority comes from an authorization of $22.5 
million for 1955 and then a balance of $6.5 million which goes against 
the 1953 and 1954 authorizations. 

Mr. ANDERSEN. That is correct. 

Mr. Wueeter. Could | comment on the statement you made, 
Mr. Chairman? 

Mr. ANDERSEN. Go ahead, Mr. Wheeler. 

Mr. Wueeter. This particular proposal is complicated, I think, 
by the fact that it is a transition proposal and the situation will 
not be nearly as complicated when we come up with the regular 1956 
appropriation estimate. In 1956 we would come up with an 
estimate—— 

Mr. ANDERSEN. I presume of $29 million. 

Mr. WHEELER (continuing). Presumably of $24 million, $6.5 
million of which would pay for the contracts let in 1955 but not 
paid in that year. The remainder would be used for obligations 
created in 1956. At the same time we would lay before you and seek 
your approval of additional contracts presumably of the same amount, 
$6.5 million, which would be paid out of the 1957 appropriation. 

Mr. ANDERSEN. And ad infinitum, you might say? 

Mr. WHEELER. Yes. 

The point I want to stress is that just as we have done here we would 
plan to lay before the committee the obligation plan, and that is the 
important thing. 

Mr. ANverSsEN. Mr. Hunter, do you have any further questions? 


ESTIMATED ROAD NEEDS IN CALIFORNIA 


Mr. Hunter. Do you have an estimate on the miles of access roads 
required in the State of California to bring the forest area up to a 
sustained-yield basis? 

Mr. Curr. Yes, sir. In California 440 miles of publicly constructed 
access roads at an estimated cost of $23 million are needed to get toa 
full sustained yield-cutting basis. 

Mr. Hunrer. Mr. Cliff, could you give some detail as to how the 
$4 i budgeted for California will be spent? 

Curr. Yes, I can give you that, Mr. Hunter. 

(The information requested is as follows) : 

Eldorado Forest, 2 bridges 
Klamath Forest, 7 bridges 
Klamath Forest; Callahan-Cecilville Road No, 4005, 12 miles- 


Sierra Forest, Stump Springs Road No. 0806, 15 miles 
D 


Trinity Forest, r bridge 
All northern California forests, permanent, culverts for purchaser- 
built roads 


Mr. Hunter. No further questions, Mr. Chairman. 

Mr. AnpersEN. Thank you, Mr. Cliff. We will give this very 
careful consideration. 

Mr. Curr. Thank you, Mr. Chairman. 
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Forest Roaps AND TRAILS 


WITNESSES 


HON. HAMER H. BUDGE, A REPRESENTATIVE IN CONGRESS FROM 

' THE STATE OF IDAHO 

HON. HENRY C. DWORSHAK, A UNITED STATES SENATOR FROM 
THE STATE OF IDAHO 

THEODORE HOFF, JR., CHAIRMAN, CONSERVATION COMMITTEE, 
SOUTHERN IDAHO FORESTRY ASSOCIATION 


Mr. AnpERSEN. The committee will come to order. We are pleased 
to have with us this afternoon our colleague, Hon. Hamer Budge, of 
Idaho, who is accompanied by our oldtime friend, Senator Dworshak 
of that State. 

Mr. Budge, I believe you have some friends you would like to 
present who are interested in the supplemental item for forest roads 
and trails now before us. 

Mr. Bupes. Mr. Chairman, first I would like to say, on behalf of 
Senator Dworshak and myself, we very much appreciate your givin 
Mr. Hoff an opportunity to appear before you today. Before i 
introduce Mr. Hoff, I would like to ask that the statement by Roger 
L. Guernsey, the State forester of Idaho, which I have today received 
from Mr. Guernsey, be inserted in the record. 

Mr. AnprERSEN. We will have that inserted following Mr. Hoff’s 
remarks. 

Mr. Bupes. That would be fine, Mr. Chairman. 

Mr. ANDERSEN. Before we hear from Mr. Hoff, we shall have some 
words from the Senator. 

Senator DworsHak. I would prefer to speak after he gets through. 

Mr. ANDERSEN. Surely. 

We have with us Mr. Theodore Hoff, Jr., chairman of the conserva- 
tion committee of the Southern Idaho Forestry Association. Mr. 
Hoff, we are pleased to have you with us and we will be glad to hear 
from you. 

Mr. Bupgs. Mr. Chairman, before Mr. Hoff begins, I would like 
to make this comment: Mr. Hoff has lived in between the Boise and 
the Payette National Forests in Idaho all his life. He is the chairman 
of the conservation committee of the Southern Idaho Forestry Asso- 
ciation. He is very familiar with the facts which he will relate to the 
committee this afternoon. 

Mr. Horr. Thank you, gentlemen. On behalf of the Southern 
Idaho Forestry Association we wish to thank you gentlemen and 
Congressman Hamer Budge and Senator Dworshak for the privilege 
of coming to Washington, D. C., and presenting what we feat to be a 
very critical situation in Idaho. I have before me here some prepared 
briefs. With the permission of the chairman, I would like to present 
them for the record. 

Mr. Anpersen. That will be satisfactory. 

Mr. Horr. My appearance before you today is made at the request 
of Hon. Hamer Budge, Congressman from Idaho. 

The Southern Idaho Forestry Association, which authorized my 
appearance before you today, was formed at the request of an Idaho 
Governor who foresaw the need of cooperative action in forestry 
matters in southwestern Idaho. This membership consists of land 
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and timber owners, sawmill operators, logging firms, and individuals, 
who have a common and keen interest in operating their lands or their 
facilities to earn a living and a return on their investment. 

The association membership became most active during August of 
1953, and some of its members, along with officials of the Forest 
Service, were instructed by Congressman Hamer Budge and Senator 
Henry Dworshak of Idaho to build a cooperative plan for the control 
of forest pestilence that had been discovered on Federal lands. By 
working closely together on committees and with the proper officials, 
the members found that they were able to overcome numerous prob- 
lems. 

The activity was extended beyond the area of pest control to include 
the building of an emergency logging plan for 1954, to cooperate 
with the Forest Service in advising them on long-range timber manage- 
ment plans in our area, and to discuss specific timber sale agreement 
terms so that the operators and the Government have a better under- 
standing of the timber sale agreements and the operators’ problems. 
The important point of these activities has been to establish a long- 
range timber management program by the Forest Service which the 
operators in southern Idaho can depend on. 

This section of our State is one in which most of the mature private 
and State timber that grew in the more accessible areas has been re- 
moved. Only a few companies have mature timber in private owner- 
ship and unless that timber is supplemented by purchases from the 
Forest Service lands each year, the entire industry would soon become 
completely dependent upon the Forest Service. 

A large portion of our population is primarily dependent or second- 
arily dependent upon the lumber industry for their economic well- 
being. In the past, any sizable reduction in lumber production in 
these dependent communities has immediately had an extreme and 
adverse effect on the general economy of the area. 

The present demand and future demand for timber from Federal 
Forest Service lands requires, over the long range, positive action to 
be taken to overcome the condition of overmaturity in the timber 
and to get ahead of the continuing pest infestation that occurs and 
reoccurs. While we are grateful to the Forest Service and to the 
Congress for the present pine butterfly control program underway on 
the Boise National Forest, this activity is only borrowing time, 
because the timber is so mature and the stands so weakened by 
pests and disease that loss of high values will contmue to occur 
until the stands are brought under full and positive forest management. 

Timber management Gaahen with access roads to the timber stands. 
It is becoming more fully recognized by forest owners—private, State, 
and Federal—throughout our Nation that before there can be forest 
lands management, access to the timber stands is the first and im- 
mediate requisite. 

I believe that I am correct in saying that, generally speaking, a 
landowner, by one way or another, provides the cost of building the 
main access roads. It is the main access roads into this timber that 
I am discussing with you now. 

Another important reason for complete and adequate timber 
management, and again timber management made possible through 
access roads in our southwestern Idaho area, is need for water pro- 
duction. To an important extent, the areas that are producing 
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timber in southwestern Idaho are the areas on which snow is stored 
and which later produces the water to fill our streams and reservoirs 
and to irrigate the fertile valleys of the Weiser, Boise, and Payette 
Rivers. Again, healthful, vigorous, growing timber will produce 
more water. 

Some people have been concerned about the Federal Government 
building the access roads or the operators building them. We are 
requesting that the Federal Government build the main access haul 
roads. The operators still have to build access roads from the main 
haul line to the timber stand, that usually extend from 5 to 10 miles 
or more. 

When the main haul roads are built with private timber sale money, 
extremely large plots of timber must be sold in order that the operator 
can afford to invest in the road. This restricts the degree of compe- 
tition in southwestern Idaho because there are relatively few opera- 
tors that can afford high investments in a main haul access road. 

At the same time, the cost of building the road being deducted 
from the price of stumpage, reimbursement to the counties on the 
10 percent for roads and trails funds, and 25 percent for county schoo! 
and roads is seriously reduced. Three southwestern Idaho counties, 
Boise, Valley, and Adams, contain vast areas of Federal land owner- 
ship. Because of the Federal ownership, there is a relatively small 
proportion of private property in each county. This condition 
causes an extremely low property tax base and consequently, there is 
relatively little tax income to support the local government. The 
people in our counties need their share of the Federal receipts re- 
apportionment. 

On Monday of this week, prior to leaving southwestern Idaho, 
trustees and members of the Southern Idaho Forestry Association, 
along with officials of the Forest Service, visited the pine butterfly 
spray operations located at Idaho City in Boise County, and later 
visited the arezs in the woods where the spray is being applied. 
can report to you from firsthand observation that the spray opera- 
tions are operating smoothly, with anticipated savings in the cost of 
doing the job. 

Adequate checks and safeguards on the effectiveness of the opera- 
tion seem to be in force, and the project is ahead of schedule and should 
be finished in good time. On the other hand, on the areas being 
ge the most disheartening damage seems to have occurred to 
these valuable timber stands. It is so critical that some areas may 
have to be logged completely to avoid attacks in the future of pine- 
bark beetles. 

Naturally the areas that we observed have adequate access roads 
and logging roads built so we were able to drive through the stands. 
There will be no problem at this point in salvaging this timber, pro- 
viding that steps are taken soon enough to have it logged. On the 
other hand, thousands of acres of the same type of valuable timber 
stands which are likewise infested, are not available to logging because 
there are no main haul access roads into the drainages. 

On behalf of the Southern Idaho Forestry Association and the citi- 
zens of Idaho, whose lives are so vitally dependent upon the Forest 
Service timber stands, I appeal to you for the appropriation of funds 
to construct adequate main line timber baul roads into our south- 
western Idaho forests. The need is urgent and an emergency condi- 
tion exists. 
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Mr. ANDERSEN. Mr. Hoff, the Forest Service proposes an immediate 
program of $4 million and a long-range program of $9% million for 
southern Idaho for this particular work. Does your association endorse 
that program? 

Mr. Horr. The cooperative program that we put up was endorsed 
both by the Forest Service and ourselves, Mr. Chairman. I have not 
seen, nor has the Southern Idaho Forestry Association seen, the 
program that the Forest Service has presented to you folks. So I 
would be unable to answer that question. 

Mr. ANDERSEN. Senator Dworshak, do you have anything you 
want to say at this point? 

Senator Dworsnak. I have a few brief remarks. You will recall 
earlier in this session I appeared before this subcommittee to urge 
appropriation of funds for overcoming the rather desperate pest 
situation confronting us in the Boise and Payette National Forests, 
with emphasis on the Boise National Forest. I have been aware for 
the past year of a serious situation there and I regretted the fact that 
the Forest Service and the Budget Bureau had not made a formal 
request for funds with which to initiate the construction of access roads 
in that area. 

I felt. that this step was essential in order to log the overripe and 
infested timber as a measure of economy. Iam not a timber or logging 
expert but I know very well from the experiences we have had in 
other forest areas in Idaho that something must be done and probably 
should have been done prior to this time, to meet this serious threat. 

I think that as Congressman Budge has pointed out, all of the funds 
will be recovered by the Federal Government in 5 vears or less. I 
think that while it is a matter of economy to undertake this program 
now, I think that likewise as a matter of conservation, it is very 
important to take essential steps because if we fail to do that, these 
vast forest areas owned by the Federal Government and the people 
may become a liability instead of the wonderful asset which they should 
be to us at this time. 

While I do not know all of the details of the specific road access 
program recommended by the Forest Service, I feel that they are 
qualified to point out what should be done at this time, especially 
because I think something should have been done a year or two earlier. 
And as you members of the committee know, I am serving on the 
Senate Appropriations Committee and I am a firm advocate of econ- 
omy, but sometimes the spending of a little money will bring a real 
economy in subsequent returns to the Federal Treasury and I think 
this particular instance will qualify in that category. 

So I am very happy to associate myself with the testimony already 
presented by my colleague, Congressman Budge, and by Mr. Hoff. 
I am sure that the Forest Service officials will verify in every detail 
the vital need of some action at this time. 

Mr. Anpersen. Thank you, Senator Dworshak. I reeall the 
many times you have appeared before this subcommittee on behalf 
of your State and its interests. I want to say we are always glad 
to have you with us. 

Senator DworsHak. Thank you. 

Mr. AnpERSEN. Mr. Hoff, we have had considerable discussion 
on this committee as to the costs relative to the building of these 
roads, especially as to whether or not it is less or more expensive 
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for private operators to build them than for the Forest Service to 
handle the job. 

nai are your comments? I have reference to the main steam 
roads. 

Mr. Horr. The main stem roads. Well, the Forest Service has 
taken this position with the operators on access roads, on either the 
main trunkline roads that they say they are going to put in their sys- 
tem as access roads. They have taken this position with the private 
operator: There should be no profit in an access road built by a pri- 
vate individual. They say that the stumpage price will either pay 
for the road one way or the other, but that is not involved in this 
thing. They have an estimate that they work up which is very com- 
prehensive, and in that estimate is the only allowance that they will 
give the operator. 

Whether it costs us more or less—it always costs us more—but there 
is no reimbursement through a reduction in the stumpage. My per- 
sonal opinion is that the main line roads that are now going in or that 
will be proposed are too large for a private company to put in. 

I think that the roads will bave to be built by contractors. 

Mr. ANDERSEN. What are the timber values in the areas involved 
in the access-road program proposed for southern Idaho, Mr. Hoff? 

Mr. Horr. The timber in dollars and cents? 

Mr. AnperseNn. Give us whatever information you may have 
available. 

Mr. Horr. Here, incidentally, is our access-road program. 

Mr. ANDERSEN. You might leave one of those with the committee. 

Mr. Horr. We estimated the value of the timber that is in inac- 
cessible and epidemically infested areas at $36,500,000 on Boise 
National Forest, alone. 

Mr. Hunter. Is that the stumpage value or the wholesale value 
of the lumber in the hands of the mills? 

Mr. Horr. That was determined by my committee on the current 
market stumpage at that time, yes. And of course that current 
market price would have the road taken out of it. 

Mr. AnpERSEN. Do you feel that the $4 million proposed invest- 
ment in roads in your area is a good business investment for the 
Nation? 

Mr. Horr. I think it is one of the most wise investments you could 
make at this time; yes, I do. 

Mr. ANDERSEN. Mr. Hall, do you have any comments? 

Mr. Hau. No, I didn’t come to testify, except that I have seen the 


Mr. AnperseEN. First for identification you are—— 

Mr. Hatt. A consulting forester. 

7; < nena Albert G. Hall, a consulting forester of Washing- 
ton, D. C. 

Mr. Hatt. I took a trip to the area last fall and saw the conditions 
as described here by Mr. Hoff. : 

The access-road program is in effect an investment; it is a capital 
investment to recapture timber values that are already there in the 
woods and, in this particular instance, it is a matter of getting those 
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timber values before they are lost. Without adequate access roads, 
if this infestation continues, the timber will probably not last 2 years 
beyond the date of its death before it is worth considerably less from 
the standpoint of salvage. So the big job that the Forest Service has 
to do there is to get roads into the area, not while the timber is dead, 
or after it dies, because of the heavy infestations, but before the timber 
actually dies so you can recapture these values before they are lost. 

Mr. ANDERSEN. Mr. Hunter, do you have any questions? 

Mr. Hunter. To see if I understand you, you say in this program 
there are 2 objectives served; 1, to get out the infested timber? 

Mr. Horr. Yes. 

Mr. Hunter. And also to bring about more effective forest manage- 
ment? 

Mr. Horr. May I enlarge on that, Mr. Chairman? 

The epidemic area, in my opinion, is pretty well determined. But 
under the sustained-yield program that the Forest Service has set up, 
where they are going in and removing just the timber that has matured 
to the point that it will no longer grow, you have to cover an area, a 
large area of ground, in order to get very much timber off from it. 

Under this sustained-yield program, which is to leave our children 
timber and their children timber, in other words, timber from now on, 
you would have to have access roads in order to have that type of 
program. In other words, you would be taking a third of the trees, 
you would have to log three times the area you would have in a private 
stand of timber, and to cover ground that fast, private individuals 
just can’t build the roads. It is a road-construction problem then, 
it is not a logging problem. I am in accord with that program 
because I believe we should leave timber for our children. 

Mr. Hunter. How long is the timber good for commercial purposes 
after the spruce budworm or the pine butterfly attack the trees? 
Mr. Horr. Yes, of course. Giving a professional opinion of a plant 
entomologist, he said it was in 10 years. It might be only 5 years, 

however. 

Mr. Hunter. In 5 years it has not any commercial value? 

Mr. Horr. Yes. 

Mr. Hunter. And of course the value goes down each year from 
the time it is killed? 

Mr. Hau. That is right. 

Mr. ANDERSEN. You raise a question in my mind whether or not, 
from the viewpoint of doing anything about this bug-infested timber, 
this is a worthwhile investment. 

Mr. Horr. I feel that by moving in on the diseased area now, by 
the next 5 years we will have removed possibly a billion board-feet of 
infested timber, the value of which would be lost forever, if not 
removed. 

Mr. ANDERSEN. Of that same kind of infested timber? 

Mr. Horr. Yes. 

Mr. ANDERSEN. You can recover the greater part of that infested 
timber if these access roads are put in there promptly, is that correct? 

Mr. Horr. That is right. 
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Mr. Hunter. Is it the larvae of the pine butterfly that eats the 
pine needles? 

Mr. Horr. Yes. 

Mr. Hunter. Does it kill a tree in 1 year or 2 years or how long 
does it take? 

Mr. Horr. It depends upon the complete defoliation. Even if it 
doesn’t kill a tree, say there is 50-percent defoliation, it is about 
10 years, according to a opinion, before 
the tree will start putting any wood back on it. 

You might be interested to know how the original survey on the 
areas was conducted. Much of it was conducted from an airplane, 
because the butterflies were in there so thick that vou could see the 
area which they were attacking from an airplane at 500 feet. I have 
had people who have‘been in that area tell me that there were enough 
butterflies so that small streams were damed up. Using an old ex- 
pression: They were around the trees so thick you could not see them. 

Mr. AnpeRSEN. It is my impression, Mr. Hoff, that, whether or 
not you can get full recovery of the infested timber, the access roads 
in that area would be justified on a sustained yield basis? 

Mr. Horr. Yes. 

Mr. AnpeRSEN. Mr. Budge, we appreciate this appearance before 
this committee of Mr. Hoff, Mr. Hall, and yourself. I recall the 
many times that you have aided us in our discussions in matters 
affecting forestry in Idaho. 

Gentlemen, we will have inserted at this point a statement by 
Congresswoman Pfost of Idaho, who is unable to be with us today 
as she is a member of the funeral party for Delegate Farrington of 
Honolulu. 

(The document referred to is as follows:) 


oF Hon. Gracie Prost, Ipano, Berore AGRICULTURE 
MITTEE OF House APPROPRIATIONS COMMITTEE ON SUPPLEMENTAL APPRO- 
PRIATION Brut (H. Doc. 429, 83p Cona., 2p sxss.), JUNE 24, 1954 


Mr. Chairman and members of the committee, my name is Gracie Pfost, and 
I am a Member of Congress from Idaho. I understand you have before you a 
request for additional funds for forest roads and trails which will make possible 
both greater contract authority and cash expenditures for the fiscal year 1955. 
If the request is enacted, I have been assured by the Forest: Service that $4 million 
in contract authority and $2 million in cash will be put into access roads in the 
Boise and Payette National Forests in Idaho. 

These two forests, located in the southwestern part of the State, and in the 
congressional district I represent, are the source of supply for an extensive lumber- 
ing industry in the area. About 60 sawmills and 6 communities, with a total 
population of 7,000 persons in the area, are heavily dependent in one way or 
another upon logging or sawmilling for their living. Six other communities, 
including Boise, with a total population of more than 40,000 persons, are partially 
dependent on logging and sawmilling or the economic activity generated by lum- 
bering in the vicinity. 

Four of these mills have minor timberland ownership but none have sufficient 
ownership for permanent operation at their present mill capacity. The private 
and State timber stands upon which the lumbering industry has. been working 
are now virtually exhausted. Operations have been curtailed, and unemploy- 
ment is growing. As a result, the economic health of the surrounding communi- 
ties has been seriously affected. 

The 60 sawmills cut close to 250 million board-feet annually. A ey = a 
completed indicates that the allowable sustained yield cut in the Boise and Pay- 


ette National Forests is approximately 210 million board-feet annually. There- 
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fore, if the full allowable cut could be marketed each year the mills could be kept 
in operation, and the entire area world profit. 

To market 210 million board-feet annually from these 2 forests, some 440 miles 
of federally constructed timber access roads are needed. The total cost would be 
around $9% million. If $4 million in contract authority and $2 million in cash 
could be put into access roads in 1955 you can see what a shot in the arm that 
would be to the economy of the area. That is why I am here today to ask you 
gentlemen to give the Forest Service the access road and forest trail funds re- 
auested in this bill. 

There is another angle I want to mention, also. I spoke to you briefly the last 
time I was before you about two insect pest problems in these forests—and I 
would like to mention them again. The forests in Idaho are under a serious 
two-pronged attack—from the pine butterfly and the spruce budworm. Funds 
have been allocated for an extensive spraying operation to curb the pine butter- 
fly—in fact it is now under way, I believe—but the spruce budworm continues 
its insidious spread. Access roads will be essential to reaching and conquering 
this insect pest. 

It is also important to bring out as speedily as possible the timber which has 
already been attacked and defoliated. If the dead and dying timber can be 
salvaged, it can supply the needs of the mills in the area for several years to come. 
If it isn’t salvaged, it will become a fire hazard, and, in addition, the United States 
will lose the revenue from it. 

The action I am recommending is vital to the welfare of southwestern Idaho. 
The Boise and Payette National Forests have great potentialities, but they have 
never contributed to the economy of the area in accordance with those potentiali- 
ties. For vears the United States has maintained and protected those forests. 
The time has come to put them to full use. 

I hope you gentlemen will see your way clear to recommend to the House the 
full amount of the appropriation reauest of the President for forest access roads 
and trials in this supplemental bill. 

Thank you for vour courtesy and your time. 


Mr. ANDERSEN. We will also insert at this point the statement of 
Roger L. Guernsey, State forester of Idaho. 
(The document referred to is as follows:) 


[First inset] 


STATEMENT ON IpAHO’s PreEssING NEED FoR TIMBER Access Roaps 
(By Roger L. Guernsey, State forester of Idaho) 


Just this morning we watched three planes spraying to kill pine butterfly larvae 
which, if left to feed, would kill millions of feet of pine timber on the Boise National 
Forest. Even so, I’m convinced the trees have been so weakened from last 
year’s feeding and from the malignant effects of the needle cast disease that 50 
percent losses of prime old growth timber will result within 5 years upon the 
typical area where we stood. I believe 25 percent will be blue-stained within 2 
years. Unless adequate access roads are provided for now this deplorable spec- 
tacle of wasted natural resources will be evident for miles and the loss of raw 
material alone will run into the millions of dollars. 

Why is this significant? 

. Because white pine and yellow pine are Idaho’s bread-and-butter trees. We 
only manufacture and scll less valuable species on most active markets. Without 
pine the lumber industry in Idabo would absolutely collapse. 

Why must the Federal Government finance the access roads? 

1. Federally owned timber is involved. 

2. The small, medium sized, and often the largest operators cannot finance 
many of the roads now required. 

By offering the bait of attractive low stumpage some huge sales could probably 
be organized that would attract large capital. But, existing mill facilities would 
have no chance to bid, the Government would lose greatly on stumpage, and 
communities would be disrupted. 

What is the shame of seeing prime old-growth pine timber die and rot unused for 
lack of acegss roads? 
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1. The Federal Forest Service has in past times been bitterly critical of over- 
cutting on State and private lands. Now the neglect of millions of feet of high- 
quality Federal timber that have already died and that are dying overshadow 
alleged crimes to lands which for the most peo are reproducing beautifully. 

2. To practical foresters this spectacle of waste makes ridiculous many popular 
conservation programs. How long can we convince thousands of school children 
that they should plant more and more millions of tiny seedlings when we allow 
huge, prime quality, slow-grown trees, the likes of which we can never grow again, 
to die and be wasted for lack of roads? How far can we go in attempting to 
convince the small private owner that he should let his 16-inch trees grow t» 20 
inches when 48-inch yellow pines are dying by the millions of feet on Federal lands. 


Mr. AnperRsEN. Unless there is anything further we will stand 
adjourned. 
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SUBCOMMITTEE ON DEPARTMENTS OF STATE, JUSTICE, AND 
COMMERCE APPROPRIATIONS 


CLIFF CLEVENGER, Ohio, Chairman 


FREDERIC R. COUDERT, New York JOHN J. ROONEY, New York 
FRANK T. BOW, Ohio PRINCE H. PRESTON, Jr., Georgia 
SAM COON, Oregon ROBERT L. F. SIKES, Florida 


Turspay, JuNE 15, 1954. 
DEPARTMENT OF JUSTICE 
SALARIES AND Expenses, GENERAL LeGAL ACTIVITIES 


WITNESS 


WILLIAM ROGERS, DEPUTY ATTORNEY GENERAL 

S. A. ANDRETTA, ASSISTANT ATTORNEY GENERAL 

Ww. E. FOLEY, CHIEF, INTERNAL SECURITY SECTION, CRIMINAL 
DIVISION 


Mr. Cievencer. The committee will come to order. 

The first item we will take up this morning is for “Legal activities 
and general administration, salaries and expenses, general legal activ- 
ities,’’ where there is a request, for $350,000. 

The pertinent portion of House Document 428 will be placed in 
the record at this point, and also pages 1, 2, and 3 of the justifications. 

(The pages referred to are as follows:) 


DEPARTMENT OF JUSTICE 


ActTiviITIEs AND GENERAL ADMINISTRATION 
“SALARIES AND EXPENSES, GENERAL LEGAL ACTIVITIES 


“For an additional amount for ‘Salaries and expenses, general 
legal activities’, $350,000.” 


The number of internal security matters handied by the Department of Justice 
and the complexity of litigation in these cases have both increased beyond expecta- 
tions. In particular, cases and matters arising under the Smith Act and the 
Internal Security Act of 1950 have increased substantially beyond the level 
enticipated at the time the annual estimates were prepared. To meet this situa- 
tion, a new Internal Security Division has been created; however, the requirements 
for its successful operation exceed the resources currently available, and this 
proposed supplemental appropriation is needed to provide an adequate staff for 
carrying out these important security responsibilities. 


JUSTIFICATION MATERIAL 


Legal activities and general administration, salaries and expenses, general legal 
activities 


(H. Doc. No. 428) 
Request : for 12 months from July 1, 1954, through June 30, 1955 


In budget 
Proposed supplemental - 


: 
Number involved this estimate 
Actual employment Apri: 30, 1954 


ee employees transferred from the Lands Division’s field offices to the United States attorneys’ 
rolls. 


9, 840, 000 
1, 313 
70 
1 1, 239 
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PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Since internal security matters have reached unanticipated peaks, both as to 
the number and complexity of cases, the Attorney General has determined there 
is a need for a separate division to handle this work. 

On May 9, the White House said that the new Internal Security Division would 
handle all matters in the field of internal security. 

The Attorney General has pointed out that the investigative activities of the 
FBI in the field of internal security have been accelerated over a period of 3 to 
4 years, but the legal staff of the Department, which has responsibility for prose- 
cutions, has not been increased correspondingly. The creation of the new Divi- 
sion is cigar to allow speedier disposition of cages developed by the FBI. 
Moreover, the attorneys available for analyzing literally thousands of reports 
and for handling litigation incident thereto have been woefully undermanned, 
and this is particularly true with respect to cases and matters arising under the 
Smith Act and the Internal Security Act of 1950. 

This Division has been set up pursuant to the provisions of Reorganization 
Plan No. 2 of 1950. 

In this connection there is submitted herewith supplemental estimates for the 
fiscal year 1955. 


Salaries and expenses, general legal activities, Internal Security Division, staffing 


by sections 
Section Required | Available Difference 
Immediate office: 
Attorneys____- 3 | 3 
Individuals: | 
Organizations: 
Foreign agents registration: 
Special assignments 
To be assigned 


Mr. CLevencer. You may proceed, Mr. Rogers. 


CREATION OF INTERNAL SECURITY DIVISION 


Mr. Rogers. Mr. Chairman and members, I would just like to say 
a few words here in a general way. 

Mr. Andretta and the other gentlemen from the Department are 
prepared to discuss the item in more detail. 

he purpose of this supplemental is to create a new Internal Secu- 
os Division in the Department of Justice. Since we have been in 
office we have had an Internal Security Section which has been a part 
of the Criminal Division of the Department of Justice. 

The work of the Internal Security Section has increased to such an 
extent, and its importance is so great today that the Attorney General 
felt we should create a new Internal Security Division. 

The President has nominated a man to fill this new position. Under 
the Reorganization Act, we have the authority to create this new 
Division. 
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The money that we are asking for, the supplemental here, is to 
finance the work of this new Division. It involves the Smith Act 
cases Which have become very important. We are pursuing those as 

vigorously as possible. Also, it includes the work relating to the 

Subversive Activities Control Board which operates under the Internal 

Security Act of 1950. It will include all of the internal-security 

activities of the Department of Justice. 

At the present time there are about 60 attorneys in that action. 
We intend to enlarge that and add about 42 more attorneys. 

Now, the Smith Act cases, as you know, are very important, and 
we expect to increase the activities in that field in every way possible. 

The Subversive Activities Control Board has found that the Com- 
munist Party is controlled by an international conspiracy, and that 
case is now before the circuit court of appeals here in the District of 
Columbia. If that decision is affirmed by the circuit court of appeals 
and by the Supreme Court, the work of this Division is going to be 
greatly increased. 

The Communist Party has announced that they will not comply 
with the act. That means, of course, that they will not register 
under the act; they will not disclose their finances; none of their 
members will register, and so forth. 

The Attorney General has apointed out if the act is upheld the Com- 
munist Party, by their own action, will in effect have outlawed them- 
selves and we will be confronted with the problem of proceeding 
against the organization and its members. ‘That is one of the im- 
ag problems that this new Internal Security Division will have 
to face. 

In addition to that we will proceed in every way possible to check 
on any false statements that have been made by anyone in Govern- 
ment applications so that we can proceed against those people when 
they are applying for Government employment. 

the Soak of this Division is going to continue to increase, and 
we think that this new Division will be of great help to the Department 
of Justice. 

(Discussion off the record.) 

Mr. Rogers. I think that is about all. 

: =. agai, Why were not these asked for in the regular 
udget 
r. Rocers. We were new on the job, and we decided we would take 
a good look at it to see if we could do it or not without creating a 
division. It was just determined by everybody that it was not pos- 
re to do it. It was because of that we did not include it in the 
udget. 
r. CLevenGeR. And there is no chance to make a reassignment of 
attorneys to this division out of your present forces at all? 

Mr. Rocers. We have tried to do that, but it just does not give 

us enough. 
: NEW POSITIONS REQUESTED 


Mr. CLevenGer. Will you furnish us a table showing the grade of 
each of these new positions that are requested? 

Mr. Rogers. Yes. 

Mr. Cievencer. And how many are clerical positions and how 
many are secretarial positions or stenographic positions? 
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Mr. Rogers. I will have to have Mr. Andretta answer some of 
these questions. 
(The following information was supplied: ) 


INTERNAL Security Division 
Table showing positions requested in supplemental estimate by grade and title 


| 


Docket 

Assistant ro Recep- |Stenog-| | Mes- 

Grade Attorney | Attorney | |Secretary) and | sen- | Total 
General officer P — ger 

| 1 41 5 1 | 4 3| 7 


Mr. Anpretra. We are asking for 25 new clerks. Of course, there 
is also a transfer of personnel now in the Criminal Division engaged 
in internal security matters that will form a nucleus for this division 
and this supplemental is superimposed on that. I can give you a 
breakdown of the clerical force, how many are going to be stenog- 
“—— and how many are docket clerks, and so forth. 

r. CLEvenGcER. Are you assigning a secretary and a stenographer 
to each of these new positions? 

Mr. Anprerra. No. Wherever possible we are creating steno- 
graphic pools and will not have individual assignments to the lawyers. 


WORKLOAD 


2 alae Could you furnish a workload picture for the 
reco 
Mr. ANpDRETTA. The anticipated workload, and so forth? 
a CLEVENGER. Yes. e would like some justification for all 
this. 
Mr. Anpretra. We will be glad to furnish it. 
(The information requested is as follows:) 


Criminau Division, INTERNAL SEcuRITY SECTION 
Averages per month for first 11 months of fiscal year 1954 of workload items 


in the Internal Security Section: Average 
per month 
Reports from other souress.. . - 77 


Mr. CLevencer. Mr. Bow. 
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SUBVERSIVE CONTROL BOARD ACTIVITIES 


Mr. Bow. The Subversive Control Board that you referred to is the 
Board that Governor Herbert is the chairman of? 

Mr. Rogers. Yes, 

Mr. Bow. What is the situation with that Board as far as the case- 
load is concerned? 

Mr. Rogers. I think at the present time there are five fronts that 
we are proceeding against actively, presenting evidence against, and 
so forth, and we have cited a good many others. I have forgotten 
the exact number. There is a great deal of work to be done there. 
There are 7 others besides the 5 that we are actually presenting evi- 
dence aganst now. I think that we ought to give that Board more 
manpower. 

Mr. Bow. We actually appropriate separately for that Board; do 
we not! 

Mr. AnprReETTA. Yes. 

Mr. Bow. What portion of this appropriation is going to be allo- 
cated to the Subversive Control Board? 

Mr. Anpretra. None of this. 

Mr. Bow. I understood from Mr. Rogers’ testimony that some 
money was to implement the work of that board. 

Mr. Rocers. To implement the work before the board that the 
Department is doing. 

Mr. Bow. This will give you funds to hire some additional men 
to work before the board so that the board may carry on its work? 

Mr. Rogers. That is right. 

Mr. Bow. That has been one of the roadblocks, has it not, to 
the board—the fact that your Department did not furnish them with 
sufficient manpower to proceed with their hearings? 

Mr. Rocers. That is right. And that is one of the things that 
Mr. Herbert has spoken to us about. We are anxious to give them 
more manpower. 

If the case is upheld by the Circuit Court of Appeals the workload 
is gong, increase terrifically. 

r. Bow. Through this supplemental appropriation to what extent 
do you expect to supplement your staff before the board? 

Mr. Rocers. They have asked for 10 additional lawyers for that 
board. It will be a big boost for them. 

(Discussion off the record.) 

Mr. Rogers. Off the record. 

(Discussion off the record.) 


CREATION OF INTERNAL SECURITY DIVISION 


Mr. Rooney. Mr. Rogers, when the Attorney General received all 
the publicity he did a few months ago on his press releases with regard 
to creating a new security division, I thought it was just publicity. 
Evidently there is more to it. It is going to cost the taxpayers some 
of their money. 

We have had an Internal Security Division in the Department for 
a number of years; have we not? 

Mr. Rogers. No. 
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Mr. Roonny. We most certainly have had an Internal Security 
Section in the Department for a number of years; have we not? 

Mr. Anprerta. Only since the 1950 Internal Security Act passed. 

Mr. Rooney. Yes. How many people do we have in that section? 

Mr. Anpretra. There are 101 of them available now. 

Mr. Rooney. So there was nothing new about this whole business 
at all as was indicated in the newspapers. We have had that section 
with Sart eee people since at least 3 or 4 years ago; is that 
correct 

Mr. Rogers. I do not think that is correct. J think that we have 
had an Internal Security Section, but I think the idea is a new one. 
When we came into office—— 

Mr. Rooney. If you mean that you are going to make a big thing 
out of it and put an Assistant Attorney General at $15,000 a year in 
charge of it, and run a staff such as you propose in these budget 
estimates, then I might be inclined to go along with you. 

Mr. Rogers. That is right. We are going to give it the kind of 
attention we think it deserves. 

Mr. Roonry. I do not mean appropriationwise—I mean the 
thought. 

Mr. Rogers. That is exactly it. You see, when we came into 
office, there was a division known as the Customs Division, and it 
was a very small division. It had only about 13 or 14 lawyers and it 
was stationed up in New York and it did not seem to make any sense, 
because here is a very important part of our Government operation, 
the internal security of the country, that has just a section and not a 
division. We said that does not make any sense when you have just 
a section of a division where there are 60 or 70 lawyers working, so we 
felt that it would be a lot wiser to consolidate the Customs “Division 
with the Civil Division, which we did, and to use that vacancy to 
create a new Internal Security Division to handle all internal-security 
problems of the Federal Government. 

Mr. Rooney. That is all very well and good, but I thought that 
we were going to save some money. 

Mr. Rogers. If this request is approved, this supplemental, our 
total expenditures for general legal activities next year will be 
$360,000 less than our appropriations for general legal activities this 
year, so it is really not any increase. As a matter of fact, we will be 
doing it for less next year, including this new work. 


RECRUITMENT OF LAWYERS 


Mr. Roonry. How many lawyers are included in this estimate? 

Mr. Anpretta. Forty-two new lawyers. 

Mr. Rooney. Where will you get those, from the civil-service rolls 
or from the Republican. clubs? 

Mr. Rogers. I do not think we are going to get them from either 
place. We are going to try to get 42 of the best qualified lawyers 
we can find that are available. 

Mr. Roonry. How will you go about doing that? 

Mr. Rocers. We will do it a good deal the way we have done it in 
other cases in the Department. We will get applications from 
people who are interested. 
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Mr. Rooney. How do you get those applications—the Republican 
National Committee? 

Mr. Rogers. We already have a great many applications——: 

Mr. Rooney. You have liaison with the Republican National 
Committee, do you not? 

Mr. Rocrrs. What do you mean by “‘liaison’’? 

Mr. Roonegy. You have a working arrangement with them, do 
you not? I was trying to use a nicer word. 

Mr. Rocers. Not to get these lawyers, if that is what you mean. 
We are not going to get these lawyers from the Republican National 
Committee. 

Mr. Roonery. How are you going to get them? 

Mr. Rocers. We already have a good many applications at the 
present time because there are a lot of people who have been interested 
in this work and heard about the creation of the new division, and 
they have applied. We will try to get them from the list of former 
FBI agents who have been in this field. We have some under con- 
sideration now. We will try to get people who have been former prose- 
cutors, who have had experience in this field, and we will do that by 
per of bar associations and former prosecutors. We will do it 
through law schools. 

Mr. Rooney. Can you not get these lawyers from the civil-service 
lists? 

r Mr. Roaers. No. There are not any lawyers on the civil-service 
ists. 

Mr. Rooney. None at all? 

Mr. Anpretta. They are under schedule A. 

Mr. Rogrrs. They do not take the competitive examination. 

Mr. Cuevencer. I may say to you that I represent substantially a 
Republican district. So far I have not had a single individual that 
I know of, not one, from that district, placed in the Federal service. 

Mr. Roonry. What is the trouble with your district? 

Mr. Cuevencer. The principal trouble is that it is Republican, 
and when we had this combination of general employees that you 
people so cleverly blocked off for 21 years, we find ourselves completely 
stymied. I had a young man apply in one of the divisions here before 
inauguration day. He was a college man. He had taken special 
training in foreign commerce. He made an application down here. 
It was not through me. I did not present it but I knew of it. I got 
a letter from him the other day saying that the Department says 
they have no record of his application or the blanks that he filled out 
with regard to his qualifications, so I picked up my ears when you said 
something about getting jobs through the National Republican 
Committee because, my goodness, I have some hungry Republicans 
after 24 years. 

Mr. Rooney. They might give you a few spots without the national 
committee. 

Mr. Cuevencer. As far as I went into that situation, I thought 
that this one graduate of Ohio University should at least have had 
some reply to his application for a job. It was not a big job. Your 
question intrigued me. I wondered just what I was missing. I 
confess complete innocence when it comes to putting Republicans in a 
job. My State pretty generally is in the same fix. 
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NEED FOR CREATING INTERNAL SECURITY DIVISION 


Mr. Roonry. Understand, I have no objection to the Attorney 
General recruiting people of his own party whom he feels he can 
depend upon in connection with the enforcement of the law, because 
after all that is his responsibility, and I know if I were a prosecuting 
officer, or the head of an agency such as this, I would want people 
that I could depend upon from my party. But my point, Mr. Chair- 
man, is that here we have a beautiful press release creating a new 
Section of Internal Security and a new Assistant Attorney General, 
building it up into such a huge outfit as is proposed here. Now, 
whether or not this is something that smacks of the political, or 
whether we really need these people, is the question for the committee, 

Mr. Cievencer. I think the present administration does not believe 
in politics. 

r. Rogers. I would like to say in answer to Congressman Rooney’s 
question that I do not know of anything that we have done that is less 
political than this. We do not have that in our minds at all. We 
really think this is a serious need we have found to exist in the Govern- 
ment and we are trying to correct it. We are not doing it in a way 
that tries to cast reflection upon our predecessor at all. We think it 
is one of the things that is required in the natural evolution of things. 

The Communist threat today is certainly very serious, and it is 
serious here at home, and we are trying to devise ways to handle it 
intelligently and properly. We think this is one of the ways we can 
do oe It is certainly not having any partisan consideration of any 
kind. 

Mr. Anpretta. You will recall when we had our original internal 
security estimate when the act was passed, we set up a timetable of 
what our needs would be. At that time we estimated a lot more 
money than we got because after coming before you gentlemen, and 
after the appropriations were made, we found that we could not move 
as fast as our schedule had called for. But now we have reached the 

int in that timetable where matters have developed before the 

ubversives Board where we have to come in anyway, as we indicated 
_ long before, to augment this program. 

Mr. Cievencer. May I just mterject. The present hearings that 
are going on, some say they are ridiculous, and | am not making any 
comment one way or the other, but there is a great misapprehension 
on the part of United States Senators as to the power of the FBI. 
The belief is prevalent that they can move in and take these things 
on their own initiative when we around the committee have known 
for a long time that such action has to come through the Attorney 
General’s Office. A good part of the Congress of the United States— 
both ends of the Capitol—seem to believe that the FBI can arrest 
anyone, willy-nilly, whenever they want, or move in on these things. 
I think that has brought unjust criticism on the FBI, and the Depart- 
ment of Justice. If this means an arm strong enough to move in and 
take care of these people I am for it. If it will do that, it is a modest 
cost, in my opinion, — as a layman. 

I think that the FBI has come in for a lot of criticism unjustly. 


I think that there is no one more respected, no agency more trusted 
by both ends of the Capitol, than the FBI. Certainly it has been 
free from any public scandal, but even among the Members of Con- 
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roms, planes is the idea that you do not need this arm because you have 
the 

Mr. Rogers. That is very true. 

Mr. CLeveNGER. I think publicitywise or otherwise the idea should 
be brought up to date that the FBI is not a punitive arm of the 
Government; they simply collect information for the Justice Depart- 
ment and can do nothing about it after they turn the information 
over, unless they have orders from the Attorney General’s Office. 

I will say from the revelations that we have heard it is perfectly 
evident we need a more vigorous arm of prosecution to move against 
Communists in this country. We have been talking about it and 
spending a lot of money on it, but we really have not had a division 
that is prepared to use the information that the FBI has. If this is 
it, I see no objection to it. It could even cost a little more than this 
if it can move, so far as I am personally concerned. 

Mr. Rocers. We think that it will. 

(Off the record.) 

Mr. Preston. Mr. Rogers, this division would be the division that 
would prosecute the 205 card-carrying Communists that the junior 
Senator from Wisconsin has referred to as being in the State Depart- 
ment? 

Mr. Rogers. It would be in charge of prosecuting any violators 
of the law. 

Mr. Preston. Including the 205’s? 

Mr. Rocrers. Well, I would include anybody that violated any 
criminal statute. It would not include people against whom there 
was no evidence of having committed a crime. If there was evidence 
they committed a crime and we could indict them, it would include 
those. If there was no evidence, it would not. 

Mr. Preston. Well, I am in favor of having that if it will secure 
the Government. I suppose that we have to resolve these questions 
on the side of safety and security. We have to in some degree take 
the word of you gentlemen who are assigned this responsibility. 

Mr. Roacrrs. We really think that is an important move. 

Mr. Stxes. What specifically can be accomplished by the creation 
of a separate division to do this work? 

Mr. Rogers. Let me go back a moment. Before this section was 
under the Criminal Division we had an Assistant Attorney General 
in charge of the Criminal Division. Now that was just too much 
for one man to handle. The responsibility was too great. There 
were just too many problems. One of the great values is to have a 
man, the Assistant Attorney General, who has the sole responsibility 
of handling these problems involving the internal security of the 
country. That will leave the Assistant Attorney General in charge 
of the Criminal Division to handle all criminal problems all over the 
country, which in itself is a tremendous task. 

We have 94 United States attorneys’ offices, and he has to super- 
vise the criminal cases in all of those 94 offices. We think this will 
make a very sensible organizational change. It will put all the 
responsibility for this very important problem of internal security 
under one man. 

Mr. Sixes. Is the job getting any bigger? 

Mr. Rocers. Yes. Let me tell you a little bit about the Internal 
Security Act of 1950. It provides that we should proceed before the 
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Security Activities Control Board, present evidence against action 
organizations or front organizations. 

ow we have proceeded against the Communist Party and the 
Board has decided that the Communist Party does come within the 
language of the act, which is a finding that is controlled by the inter- 
national Communist conspiracy. We are proceeding against the five 
major front organizations now of the Communist Party—the educa- 
tional organization, the young people’s organization, the propaganda 
front, and the financing front, and so forth. 

Now, those things have not been sustained by the courts yet. The 
case against the Communist Party is here on appeal before the Circuit 
Court of Appeals. 

Mr. Srxes. Does that mean that you are anticipating a need for 
these funds rather than having an actual present need for them? 

Mr. Rogers. Oh, no; we have an actual present need for them 
because we have all of these cases before the Subversive Activities 
Control Board. We have a good many problems that we are behind on. 

Mr. S1txes. You could do the same job with your present staff and 
without creating a new division, could you not? 

Mr. Roeers. I do not believe we could. That is the reason that 
we are asking for the funds. We do not believe we could do it. 

= Sixes. The creation of a new division in itself is not necessary, 
is it 

Mr. Rogers. We think it is necessary. 

Mr. Rocerrs. Could we go off the record? 

Mr. Srxes. You may go off the record. 

(Discussion off the record.) 

Mr. Stxes. Would you state what activities would suffer if you do 
not have this new division and these additional funds? 

Mr. Rocers. Well, we think that we could not proceed as vigorously 
and as successfully in the Smith Act cases. We think that a good 
many of the other reports we have in the FBI that require evaluation 
before we can proceed in the criminal case might suffer. We think 
that the work of the Subversive Activities Control Board would not 
proceed as expeditiously and successfully as it should. 

Mr. Stxzs. Pickup and evaluation are not necessarily tied together, 
are they? You may answer off the record. 

(Discussion off the record.) 


RECRUITMENT OF LAWYERS 
Mr. Srxzs. I tried to follow your testimony about the availability 


of additional attorneys. It has been my entieton ting that there is 
no great surplus of attorneys who are seeking Federal employment. 
Am I mistaken? Is there actually a number of people applying for 
jobs and who are qualified attorneys? 

Mr. Rogsrs. Yes. 

Mr. Srxes. How many applications do you have? 

Mr. Rogers. I would not be able to estimate, but we have quite a 
few. I do not know that there is a great surplus of people who are 
qualified for this work because it is very important work. 2 

Mr. Stxes. You do not know whether the attorneys are available 
or not? 


I 
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Mr. Roaers. Oh, we will be able to get them if that is what you 
mean. There is no question about that. 

Mr. Anpretra. We have $119,000 as a -_ figure in here antici- 
pating certain delays in recruiting these people. 

Mr. Stxes. How do you know that you will be able to get them? 

Mr. Rogers. Just based on past experience. We filled all the 
United States attorney offices throughout the country, and we have 
some idea of how difficult it is to get lawyers. We are not going to 
have any difficulty in getting lawyers. It will take us a little time 
to get the right ones. 

Mr. Sixes. Filling the United States attorney offices would be 
somewhat different from filling jobs of this type? 

Mr. Roaers. The assistant United States attorneys are not much 
different from this. 

Mr. Sixes. Where are you going to employ these people— 
Washington? 

Mr. Rocers. Yes. 

Mr. Sixes. I think that they would be considerably different from 
United States district attorneys. Assistant United States district 
attorneys normally are young men starting out in life who fill a job 
near their homes with some prestige attached to it. I do not think 
quite the same things prevail in filling these jobs in Washington. 

That is all, Mr. Chairman. 

Mr. Anpretta. Mr. Foley is here from the Internal Security Sec- 
tion, if you have any questions that you would like to ask him about 
the Internal Security operations. 

Mr. Bow. Do I understand from your testimony, Mr. Rogers, that 
with the allowance of this supplemental, the funds required for the 
legal activities of general administration would be less this year than 
they were in the 1954 budget? 

Mr. Rogers. That is correct, by $360,000. 

Mr. Bow. With the allowance of this supplemental, would the 
funds allowed be less than the funds allowed for this activity for the 
1953 budget? 

Mr. Rocers. Yes, by a good deal. 


SaLartes AND Expenses, Unrrep States ATTORNEYS AND MARSHALS 


Mr. Cievencer. We will now take up the next item, “Legal 
activities and general administration, salaries and expenses, United 
States attorneys and marshals,” where the request is for $100,000. 

The printed portion of page 15 of House Document 428, and page 
20 of the justifications will be inserted in the record at this time. 

(The pages referred to are as follows:) 


“SALARIES AND EXPENSES, UNITED STATES ATTORNEYS AND MARSHALS 


“For an additional amount for ‘Salaries and expenses, United 
States attorneys and marshals’, $100,000.” 


The unanticipated increases in internal security matters giving rise to the need 
for an Internal Security Division in the Department of Justice have also caused 
an increase in the responsibilities of United States attorneys in the field. Al- 
though primary responsibilities for the work rests with the Internal Security 
Division in Washington, considerable staff assistance is required of United States 
attorneys in the districts where the volume and complexity of internal security 
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cases and matters is most extensive. This proposed supplemental appropriation 
is to provide for additional staff in these offices to meet a level of workload which 
was not foreseen at the time the annual estimates were prepared. 


JUSTIFICATION MATERIAL 


Legal activities and general administration, salaries and expenses, United States 
attorneys and marshals, Justice, 1955 


Request for 12 months from July 1, 1954 through June 30, 1955_-._._ $100, 000 
Prosposed amendment pending before the Congress_______-_----_-- 425, 000 
Prosposed supplemental estimate 100, 000 
Employment: 
Average number, 1955 estimate as amended____.____________- 2, 286 
Number involved this estimate____.........-...-----_------ 20 
Actual employment April 30, 1954___._......-_.-.---------- 1 2, 333 


Includes employees transferred from Lands Division’s field offices to the United States attorneys’ rolls. 
PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The Internal Security Division, because of the nature and complexity of its 
subject matter as well as the need for background knowledge and the intercon- 
nection of all cases, must take primary responsibility for providing experienced 
staff for each of its cases. It is necessary, however, with special reference to 
Smith Act cases and cases dealing in espionage, sabotage, and similar matters 
that United States attorneys in the districts affected provide assistance. In 
some cases the United States attorney himself may assist and in other cases he 
may assign one or more of his staff. Such assistance means that either a sizable 

rtion of the United States attorney’s time and/or the time of one or more mem- 

rs of his staff must be given for a period of months. Usually a United States 
attorney cannot be given much advance notice of the need for assistance nor can 
it be known the exact amount of assistance that he will be called upon to give. It 
is estimated that an additional 10 assistant United States attorneys will be re- 
quired for these pu . Further expansion of departmental programs can 
no longer be absor' by the Office of the United States Attorneys. Even before 
this program gets underway, United States attorneys and their staffs are working 
beyond the required hours to meet their responsibilities. The justifications sup- 
porting the requirements of the new Internal Security Division apply equally well 
to an expansion of the legal activities of the United States attorneys’ offices. 


Mr. Anpretra. Mr. Chairman, this $100,000 supplemental is di- 
rectly connected with the supplemental for the Internal Security 
Division. 

The Smith Act cases that have been developed are a part of the 
Internal Security Division’s work. These cases have placed an un- 
usual burden upon the United States attorneys’ offices. They are 
drawn out. They require a tremendous number of witnesses. They 
run a heavy expense for printing and transcripts. They take a great 
deal of manpower in the regular operations of the United States at- 
torneys’ offices because they have to devote themselves exclusively to 
those cases. We have felt with the development of the Internal 
Security Division in its work, and the prospect of more of these cases 
being tried in the United States attorney offices, we should augment 
certain of these offices where these cases will be brought or handled, 
and that is the purpose of this $100,000. 


an 
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NEW POSITIONS REQUESTED 


Mr. Cievencer. Will you furnish a table showing the positions 
and the grade of each of the 20 positions requested, and where these 
people will be assigned? 

Mr. Anprerra. Yes. 

(The information requested is as follows:) 


Unirep States ATTORNEYS 


Table showing proposed assignment, grade, and salary of positions requested in 
supplemental estimate 


Assistant | 


attorneys Stenogra 


Proposed assignment—judicial district (ungraded, | 
$6,000) 


District of Columbia 
Tlinois (eastern) 


Missouri (eastern) 
California (northern) 
Ohio (northern) 
Pennsylvania (eastern) 


S| 
8 | 


1 This is very tentative depending on certain developments, 


Mr. Anpretta. Generally speaking, they will be assigned in the 
metropolitan areas where these cases are likely to be brought. 

Mr. Rooney. This $100,000 is all for attorneys? 

Mr. Anpretra. No, sir. 

Mr. Rooney. What is the breakdown of it? 

Mr. Anprerta. We are asking for 20 positions; 10 attorneys and 
10 clerks for a total of $91,750, less a 30-percent lapse figure, which 
bring the total down to $64,450 for personal services. Then we esti- 
mate for travel $2,300, communications services $2,300, printing and 
reproduction $7,600, and other contractual services $15,200. That 
would mostly be reporting, taking of transcripts, and so forth. Sup- 
plies and materials $400, equipment $6,800, and the last item is taxes 
and assessments, social-security taxes, $950 which brings the estimate 
up to $100,000. 

Mr. Roonsry. Will all of these be political jobs? 

Mr. Anpretra. They will all be regular assistant United States 
attorneys. 

Mr. Roonry. They are political jobs? 

Mr. AnpreETTA. They are outside the civil service by law. 

Mr. Roonry. How about the others? 

Mr. Anpretta. The others are under civil service. They are 
regular career people taken from the civil-service register. 


LOCATION OF NEW ATTORNEYS 


Mr. Rooney. Where are these attorneys to be located? 

Mr. Anpretrra. We have not really designated the districts they 
will go to, but as I told Mr. Clevenger, they will go into the metro- 
politan areas where the Smith Act cases are likely to come up. 


on 
ch 
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Mr. Roonry. You cannot tell us now where you are going to 
use them? 

Mr. Anprerra. No. 

Mr. Rooney. You are not going to move these people around, are 
you? They will be in particular districts? 

Mr. AnpretTA. They will be in particular districts. 

Mr. Rooney. What districts? 

Mr. Anprerta. I cannot tell you that now, but I can give you a 
list and put it in the record, if you would like. 

Mr. Roonry. Suppose you do that. 

Mr. ANDRETTA. All right. 

(The information requested may be found on p. 551.) 


ADDITIONAL PERSONNEL REQuESTED INcIDENT TO APPOINTMENT OF 
ADDITIONAL JUDGES 


Mr. Cievencer. Now we have another item. You have here a 
uest for $425,000 additional in Senate Document 107. 
e will insert the pertinent portion of that document in the record, 
and | pages 1, 2, 3, and 4 of the justifications. 
(The pages referred to are as follows:) 


DEPARTMENT OF JUSTICE 
ACTIVITIES AND GENERAL ADMINISTRATION 
SALARIES AND EXPENSES, UNITED STATES ATTORNEYS AND MARSHALS 


Hing | Chane | 


814 | Salaries and expenses....................--.-.----.-.---- $14, 500,000 | $14,925,000 | $425, 000 


Public Law 294 provides for the aopotasenent of additional circuit and district 
judges. This proposed supplemental appropriation is necessary to furnish addi- 
tional staff to meet anticipated increases in workload in the offices of United States 
attorneys and United States marshals in each of the 27 districts where new judge- 
ships have been created. 

Phis proposed supplemental appropriation was not included in the budget 
because the legislation necessitating this increase was not enacted until after the 
budget had been prepared. 


JUSTIFICATION MATERIAL 


Legal activities and general administration, salaries and expenses, United States 
attorneys and marshals, Justice, 1955 : 


(8S. Doc. 107) 

Proposed amendment. 425, 000 

Employment: 5 
Average number, 1955 estimate-_-.-.....-.-.---------------- 2, 208 
Number involved this estimate__.........-...---.---------- 81 


Actual employment Jan. 31, 1954._...-...-----.------------ 2, 283 
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PURPOSE AND NEED FOR AMENDMENT TO THE 1955 ESTIMATE 


The estimate of $14,500,000 submitted for 1955 fiscal year is now pending before 
the Senate in the amount of $14 million. In addition to restoring the cut of 
$500,000, $425,000 more will be needed for the United States attorneys to take 
care of work that was not considered in the regular estimate. 

This additional sum is to provide personnel in those judicial districts that will 
have additional United States district judges (27), as authorized in Public Law 294, 
approved February 10, 1954. During the last 20 years positions in the United 
States attorneys’ and marshals’ offices have increased 22.7 percent, whereas the 
number of judges increased 107.2 percent. It is estimated that 81 additional 
positions will be required to take care of the anticipated increased workload. 

As has been pointed out, the offices of the United States attorneys are already 
confronted with a heavy backlog of work. Unless additional help is forthcoming 
the work will fall further behind and the demands of the new judges will not be 
met unless there are more persons employed. 

In the first 6 months of 1954, as against the first 6 months of 1953, there has 
been a 21 percent increase in criminal cases filed, a 17-percent increase in criminal 
cases terminated; a 3-percent decrease in civil cases filed; and 11-percent increase 
in civil cases terminated. 


UNITED STATES ATTORNEYS 
Detailed explanation by activity 
Items of increase are as follows: 


01 Personal services, $237,500.—This amount provides for 54 positions on the 
basis of 1 assistant attorney and 1 clerk to the United States attorneys’ offices 
for each additional United States district judge: 


54 positions will aggregate $247, 725 
Less estimated savings (lapses) 
Regular pay in excess of 52-week base 


Total for personal services 


02 Travel: It is estimated that travel for 54 additional persons will 
amount to (54 positions X $163, 1953 cost per person= $8,800) _ _ 

04 Communication services: Communication costs for 54 additional 
sie will total (54 positions X $165, 1953 cost per person= 


08 Supplies and materials: It cost the Department $29 per person to 
furnish supplies to the United States attorneys’ offices during 
1953 fiscal vear (54 positions X $29, 1953 cost per person = $1,600) - 

09 Equipment: The present availability, $70,200, and also the same 
amount for 1955, represent the recurring costs for the purchase 
of continuations to existing sets of lawbooks only. These funds 
will hardly take care of our normal requirements. The follow- 
ing equipment items are requested in this amendment: 

Books, United States Code Annotated, at $364 
complete set (27) 

Typewriters at $146 each (27) 3, 94 

Dictating machines, with transcribers at $700 each (25)_ 17. 500 


15 Taxes and assessments: Social security contributions (2 percent) 
for 54 additional positions will amount to 


Total for other services 


Grand total, United States attorneys 


) 
8, 800 
8, 900 
1, 600 
= 31, 300 


554 


UNITED STATES MARSHALS 
Detailed explanation by activity 
(1 Personal services, $88,300: This estimate contains a request for 27 addi- 


tional deputy marshal positions, aggregating $92,070. One deputy marshal 
position will be required for each additional United States district judge. 


Less estimated savings (lapses)_.........._._____________.___ — 4, 170 
Regular pay in excess of 52-week base__._._____._____________ 400 

Total for personal services... 88, 300 


02 Travel: Travel for 27 additional deputy marshals will amount to — 
(27 positions X $1,340, 1953 cost per person= $36,200) 36, 200 
The big expense incurred under marshals’ travel is for trans- 
porting United States prisoners. The Department, of course, is 
not able to control the number transported, 
04 Communication services: It is estimated that communication 
costs for 27 additional deputies will amount to (27 positions X $115, 


08 Supplies and materials: Supplies for 27 deputies will amount to 
(27 positions X $29, 1953 cost per person=$800)______-______- 800 


09 Equipment: The following equipment items are requested for 27 
deputy marshals: 


$1, 350. 00 
Handcuffs, 81 pairs at $3 each (3 pairs for each 
Safety belts, 27 at $2.50 each. 67. 50 
Badges, 27 at $1.50 40. 50 
Ammunition, 27,000 rounds at $47 per thousand. 1, 269. 00 
3, 000 
15 Taxes and assessments: Social security contributions for 27 
deputy marshals will amount to (2 percent of $92,070=$1,850)_ . 1, 850 
Total for other services............2.-.-----2.-------- 44, 950 
Grand total for United States marshals_________________ 133, 250 


Mr. Cievencer. This is provided in the present Senate bill? 

Mr. Anprerra. No, sir. I would like to give some background 
on this estimate. - 

Mr. Cievencer. This is a supplemental? 

Mr. Anpretra. A supplemental appropriation for 1955 which has 
to do with additional personnel necessary in the United States 
attorney’s offices as an incident to the appointment of 27 new judges. 

You gentlemen are familiar with an act creating 27 new Federal 
judges in the circuit and district courts. : 

Mr. CLevencer. When was this document submitted? 

Mr. Anprerra. Mr. Chairman, may I give you a little of the 
chronology of this and develop the estimate? When we were before 
the House on our regular appropriation bill it was at a time before 
the bill had passed creating the new judgeships so we submitted an 
estimate to the Bureau of the Budget after the House had passed 
our appropriation bill. The Bureau of the Budget determined that 
it should go to the Senate, and inasmuch as the House had already 
acted upon the appropriation request for 1955, the President sent it 
over to the Senate on March 22. When we were called to the Senate 
for our regular hearings we had a hearing on this item. Thereafter, 
while the Senate was considering our bill, we felt in the Department 
that the House should have an opportunity to be heard on this item 
because we were very fearful, to Cc perfectly frank, that if this com- 
mittee went into conference without having heard the matter we 
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would lose out as we did last year; we would fall between two horses, 
so to speak. 

We asked the Senate if it would not please refer it to the House 
so we could have a hearing before you gentlemen and acquaint you 
with the facts and the need for this estimate. 

Mr. Cievencer. How many more supplementals for this item do 
you have in the making? 

Mr. Anpretta. This is the only one that I know of, Mr. Clevenger, 
outside of the internal security one. 


WORKLOAD 


CievencerR. Do you have for the record your workload 
statistics on this? 
Mr. ANprRETTA. Yes. I will be very glad to put those in the record. 
(The information requested is as follows:) 


Workload 
UNITED STATES ATTORNEYS’ OFFICES 


Actual Estimated 


1951 


Civil cases filed : 16, (02 20, 365 22, 344 
Civil cases terminated... 18, 665 20, 036 
Criminal cases filed ae * 38, 838 | 39,079 

Criminal cases terminated... 38,015 | 

Criminal complaints filed... 5 106, 227 | 


= 


Proceedings before = jury | 5, 216 17, 518 
Days before grand jur | | 
Civil matters received, ons on court docket_| 

Days in district court 

Days in appellate court 


Base 


| ge 


ASSISTANT UNITED STATES ATTORNEYS’ OFFICES 


Cases pending beginning of year 

Cases filed during year 

Cases handled during year 

Cases terminated — year 

Cases pending in yea 

Number of assistant Cnited States attor- | 
neys 

Caseload per assistant United States at- 
torney | 

Cases terminated per assistant United | 
States attorney 


MARSHALS 


Service of process: | 
420, 519 
t 


Court attendance (miscellaneous cost) 

Prisoners transported alge auto: 
Cost 
Ay erage cost 

Prisoners transported by train: 
Number 


Average cost. - 

Total number of prisoners transported. 58, 88C 60, 410 | 
Total cost of prisoners transported. -| $1,021, 046 | $1, 060, 846 | $1, 072, 304 
Prisoners by auto and train 
(average cost) $17. 34 $17. 56 $19. 31 
Miles traveled via privately owned auto- 
bil 9,717,076 | 9, 993, 190 10, 325, 390 


| 1952 | | 
4, 860 
26, 201 | 
41, 762 | 
782 
31,316 29, 264 32, 028 35, 157 | 39, 157 
56, 440 59, 444 60,883 | 64,500 | 64, 500 
87, 756 88, 708 | 92, 911 | 99, 657 103, 657 
58, 492 56, 680 57,749 | 60, 500 60, 500 
29,264 32,028 162 | 39, 157 43, 157 
409 460 | 429 | 429 | 459 
215 193 217 | 232 | 226 
143 | 123 | 135 | M41 | 132 
| | 
UNITED STATES 
| 
| 
489,255 500, 000 500, 000 
$289,866 | $300, 000 $300, 000 
| $135, 263 $143, 734 $147,838 | $150, 000 $150, 000 
_47,460| 50,653 48,606 | 50,000 50, 000 
$711,541 | $713,778 | $716,640 | $787,000 $737, 000 
$14. 99 | $14.09 | $14.74 $14.74 $14.74 
; Re 11, 420 | ase | 6, 926 7, 500 7, 500 
Cost $309, 505 $347,068 | $356, 164 $386, 000 $386, 000 
| $51. 42 $51. 42 
57, 500 57, 500 
| $1,123,000 | $1, 123. 000 
| $19. 53 $19. 53 
10, 525,000 | 10, 525, 000 
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NEW POSITIONS REQUESTED 


Mr. CLevenGcER. Also supply a table showing the positions and 
grades of the 81 additional positions requested. ‘ii 

Mr. Anpretta. Yes 

(The information is as follows:) 


Salaries and expenses, United States attorneys and marshals—Statement by districts 
showing additional district judges as authorized in Public Law 294 and proposed 
allocation of positions in certain United States attorneys’ and marshals’ offices 


Additional positions required due to 
Public Law 294 


States 


United States | United 
attorney marshal 


| Clerk 
See. 2 (b) (1) — mars 
See. 2 (@) (1) | ‘through (6) Le | ie | (GS-5, 


Deputy 
hal 


$6,000) $3,410) 


California, southern 
lorad 


| 
| 


— 


— 
—— 


to 


EQUIPMENT 


Mr. Cievencer. Does every new attorney have to have a United 
States Code Annotated, a typewriter, a dictating machine, and a 
transcriber? 

Mr. AnpretTTA. Yes, sir. 

Mr. Cievencer. And what else? 

Mr. Anpretra. I think one of the chief complaints we get from all 
of the attorneys in the field, particularly the United States attorneys, 
is the inadequacy of their working libraries. They just do not have 
enough books. 

You gentlemen know that for years we have never received my 
money to acquire new books. We have never even received enoug 
money to pay for the continuations of presently existing sets. 


I 
] 
Total 
| | 
Indiana: 
Southern. 
Michigan: 
Eastern ..........-- 1 
New York, southern... 
Pennsylvania: | , 
1 
Tennessee, middle. 1 
Total........---.| 21 6 
} 
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In other words, our continuations cost about $70,000 a year to keep 
up the present sets in the United States attorneys’ offices, and we have 
never had, to my recollection, anywhere within $20,000 or $25,000 of 
that amount to keep up these books; so we have had to dip into other 
moneys available. 

Mr. Cievencer. Do they actually each need a transcriber? 

Mr. Anpretta. We are talking about the books. 

Mr. CLevencer. Is there not a chance of a pool operation? 

Mr. Anprerra. I was addressing myself to the books, Mr. Clevenger. 

Mr. Yes. 

BOOKS 


Mr. Anprertra. On the books, the code is the most important 
working tool they have. You just cannot have one set of the code 
in an office and expect four or five assistants to use it. Somebody will 
be working on a case and will have title 18 or title 28, and you cannot 
expect the other assistants to sit by and wait for it. They ought to 
at least have a code available to them. It is a very essential tool. 

I think it is just useless to have attorneys around if you do not 
give them the tools to work with and do the job they should do, 
especially when they are harassed and pressed with a great volume of 
work. I think the Saad we can do is give them the tools for the job. 

Mr. CLeveNGER. Do they always leave the tools in the office? 

Mr. AnpretTA. Yes, sir; they are always in the office. 


DICTATING EQUIPMENT 


Coming down to the dictating equipment you were talking about, 
we have been urging all of them, as far as possible, to avail themselves 
of mechanical means to help them in their work. If you are dictating 
to a stenographer, you tie her up and then she has to transcribe her 
notes, and she is completely lost to the rest of the office. 

We have found that by the use of the dictating equipment we are 
able to pool these girls. Every attorney with a dictating machine 
whenever he is ready can dictate to that machine, and then it goes 
to a group of girls to transcribe the material. We have found it aids 
pe A very materially, saves manpower, and speeds up the work in these 
offices. 

I think this is a very, very worthwhile investment on the part of 
Uncle Sam, to buy this kind of equipment for them. 

Mr. CLevenGcerR. Do you realize in this one outfit you have 27 
new people and 25 transcribers? 

Mr. Anpretta. What is that, again? 

Mr. CLevencer. That is on page 4, “Equipment.” 

Mr. Bow. Page 4 in the Senate Document. 

Mr. CuevenGer. It looks like a separate group, and not a pool, 
to me. 

Mr. Anpretra. Yes. That is right. We buy one machine per 
individual. 

Mr. Cievencer. You need a transcriber for each individual? 

Mr. Anpretra. No; you need a transcriber for each individual girl 
who has to transcribe. For example, you could have four men dic- 
tating with a machine available to them, and after dictating only use 
one girl to do the transcribing of the records. 
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Mr. Cievencer. You have 25 dictating machines and 25 tran- 
scribers for your 27 attorneys, nevertheless. Where is there any 
pool? It looks to me a little like the old lady and the old gentleman 
getting Government land at $1.25 an acre: “Get aplenty while you 

r. ANDRETTA. You must bear in mind, Mr. Clevenger, that every 
one of these offices getting one of these dictating machines has to have 
one for every transcriber. A great many have none at all. 

This gives us an opportunity to put one in each of the offices where 
we are going to put new help. ' 

Mr. Bow. Mr. Andretta, do you need a transcriber for every dic- 

» tating machine? 

Mr. AnpreETTA. No, sir. 

Mr. Bow. That is the point the chairman brought up. You do 
show here a transcriber for every dictating machine. 

Mr. Anpretra. I think that is wrong. I do not think we need a 
transcriber for every dictating machine. 

Mr. Cievencer. It is a matter of sweetening the pot for these new 
judges; is that not right? 

Mr Anpretta. I will be very frank to tell you that I am trying 
to get new equipment for these United States attorneys. They have 
been dragging bottom for years, and they have to have the tools to 
work with. 

Mr. CLevenGcer. Have we been so devious you could not lay the 
cards on the table and tell us what you wanted? 

Mr. Anpretra. No. I am telling you that now. 

Mr. CLevencer. Why would | have to ask questions right around 
to get the information? I do not believe as long as I can remember 
Mr. Rooney or myself or the former chairman, Mr. Stefan, ever 
denied anyone machinery that they needed. 

Mr. Anpretta. No. ; 

Mr. And made a showing for. I do not think any 
member of this committee is of a disposition to handicap them for 
lack of mechanical items. 

Mr. AnprettTa. That is right. 

Mr. Cievencer. I think you can get it free and above board, by 
telling us where it goes. 

Mr. Anpretra. | think this is a little misleading here, where it 
says dictating machines with transcribers, assuming that there is a 
transcriber for each dictating machine. I do not think that is so. 
Pa CievenGer. Also, the number of employees is right alongside 
of it. 

Mr. AnpretTTA. Yes, sir, 

Mr. CLEvENGER. $700 a machine is not exactly alfalfa. 

Mr. Anpretta. I understand that, sir. 

Mr. CLevenGer. Any questions? 

Mr. Bow. No questions, Mr. Chairman. 

Mr. Coon. No questions. 


APPROPRIATIONS FOR GENERAL LEGAL ACTIVITIES AND UNITED STATES 
ATTORNEYS AND MARSHALS, 1951, 1953 AND 1955 


Mr. Rooney. Mr. Chairman, since we were discussing awhile ago 
the number of apes = in these various requests this morning I 
e 


think it might be well if we had Mr. Andretta insert at this point in 


th 
te 
st 
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the record the amount appropriated for ‘Salaries and expenses, 
general legal activities, fiscal year 1951,’ and compare that with the 
total requested for fiscal year 1955. In other words, the bill and the 
supplementals; also making a comparison between 1951 and 1955 on 
“Salaries and expenses, United States attorneys and marshals.”’ 

Mr. Anprerra. Let me understand that. 

Mr. Rooney. 1951 and 1955. 

Mr. Anprerta. You mean the appropriation for ‘General legal,’ 
not the title that covers all the legal activities? 

Mr. Rooney. | am speaking of general legal activities. 

Mr. Anpretra. All right, sir. Fine. 

Mr. CLevENGER. I would like to include in there with that the 1953. 

Mr. Anprerta. All right, sir. 

Mr. Cievencer. That will give us a better picture. 

(The information is as follows:) 


Statement showing appropriations for general legal activities and United States 
attorneys and marshals as indicated 


1953 | 1955 estimate 


| 
General legal activities _.| 1 $7,905,000 | $9,900,000 | 4 $9, 450, 000 
United States attorneys and marshals 212,847,000 | 314,000, 000 4 14, 500, 000 


Pe For comparable purposes should include: $486,000, pay increase authorized by Pu blie Law 201, approved 
ct. 24, 1951. 
2 For comparable purposes should include: $645,000, pay increase authorized by Public Law 201, approved 
Oct, 24, 1951, and $507,850, pay increase authorized by Public Law 195, approved Aug. 5, 1953. 
Pe. For comparable purposes should include: $507,850, pay increase authorized by Public Law 195, approved 
ug. 5, 1953. 
‘ Excludes supplemental estimates now pending before the Congress in the amounts of $350,000 and 
$525,000 respectively. 


EQUIPMENT 


Mr. Srxes. Mr. Andretta, when the Department employs an 
attorney for the first time in a new position is it customary to request 
an appropriation for a dictating machine and transcribing equipment 
to accompany that new office? 

Mr. Anpretra. No. 

Mr. Sixes. Are you doing it in this appropriation? 

Mr. AnpreTTA. We are doing it here now because, as I said before, 
through necessity we are trying to develop the use of these machines 
in the United States attorneys’ offices, because they do not have 
available enough manpower. For example, in each of our legal divi- 
sions in Washington we have a regular stenographic pool. 

Mr. Sixes. For each of the new positions you are creating what 
office equipment are you asking? 

Anprerra. In the United States attorneys’ offices? 

Mr. Sixes. Yes. ; 

Mr. Anpretta. We are asking for a set of the United States Code, 
and we are asking that they now have a dictating machine for each 
attorney, and then the transcriber to go with a certain number of 
dictating machines. 

Mr. Sikes. You are stating that those will stay with the office? 

Mr. Rooney. And typewriters. 

Mr. AnpreTra. And typewriters, yes. 

Mr. Sixes. You have stated, I believe, that these will stay with 
the office; they do not become the personal property of the attorney 
when he leaves the Government service? 

46868—54—pt. 236 
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Mr. Anprerrta. That is right, sir. 

Mr. Sixes. They will stay with the office? 

Mr. Anpretra. Yes, sir. 

Mr. Stxes. Do I understand also that this is a new policy you are 


following; this has not been customary heretofore? 
Mr. AnpreTTA. That is right. 


Mr. Srxes. This supplemental appropriation is the first instance 
where you have at the time you asked for funds to employ an addi- 
tional attorney also asked for funds with which to equip his office? 
ae AnpretTta. That is right. On the dictating machinery that 
is right. 
r. Sixes. That is all. 

Mr. Anprerta. Up till now if we have had any money left and 
there has been a demand for dictating equipment we have been able to 
get _. one or two, but that has been very sporadic and not general 
at all. 


Turspay, June 15, 1954. 


Freres anp Expenses or WITNESSES 


WITNESS 
8. A. ANDRETTA, ASSISTANT ATTORNEY GENERAL 


Mr. Cievencer. We will take up next the item for ‘Fees and 
expenses of witnesses.’”’ The request is for transfer authority for fiscal 
year 1954. 

The pertinent portion of page 16 of House Document 428 will be 
placed in the record. 

(The information is as follows:) 


“PEES AND EXPENSES OF WITNESSES 


“For an additional eo fiscal year 1954, for ‘Fees and expenses of wit- 


nesses’, $135,000, to be derive 
Division’, fiscal year 1954.” 

Unanticipated increases in needs over the experier ce of previous years indicates 
that further additional funds will be required to pay fees and expenses of witnesses 
appearing on behalf of the Government in cases in which the United States is a 
party. 


by transfer from ‘Salaries and expenses, Antitrust 


JUSTIFICATION MATERIAL 


Mr. Cievencer. We will also insert in the record pages 27, 28, 29, 
and 30 of the justifications. 
(The information is as follows:) 


Legal activities and general administration—Fees and expenses of witnesses, Justice 
Request for 23 days from June 7, 1954 to June 30, 1954 


Appropriation to date 

‘Transferred from— 
“Salaries and expenses, Immigration and Naturalization Service” _ 
“Salaries and expenses, general legal activities, Justice” 


Obligations to Apr. 30, 1954 
Expenditures to Apr. 30, 1954 
Budget estimate next fiscal year 


‘ || 
it 
p 
t 
200, 000 
100, 000 
65, 000 
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PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


It is estimated that the Derartment will need an additional $135,000 to carry 
it through the present fiscal year. There is currently available under this anpro- 
priation $1,365,000, plus the supplemental estimate for $135,000, will aggregate 
$1,500,000. It is generally agreed that this is not a controllable apy roy riation. 

Actual obligations through April 30 amounted to $1,140,905, and it is estimated 
that $185,000 will be obligated for May and $174,095 for June. Our estimate for 
May and June is based upon the latest available information that could he ob- 
tained from the United States marshals throughout the country. 

Actual obligations, by months, through April 30 and estimated for May and 
June, are as follows: 

Month Amount Month Amount 
<2 $38,724] February _.. $125, 656 
67, 449 | March _ : 132, 068 
96, 181} April_ - 171, 906 
October 145, 927| May (estimated)... __- 185, 000 
November Fas cies ae 143, 805 | June (estimated) 174, 095 
December 92, 218 ees 
January 131, 971 

1 Expenditures for the 1953 fiscal year through Apr. 30, 1954, were $1,246,812. 


Inquiry has also been made of the several legal divisions and the Executive Office 
for United States Attorneys and we are informed that this increased activity in 
the courts is due basically to the drive of the administration to cut into the back- 
log of cases and involves particularly a big increase in tax cases, communist cases, 
grand jury investigations, antiracketeering cases, etc. 

We have communicated with the Administrative Office of the United States 
Courts regarding the condition of the appropriation for jurors. While the two 
appropriations are not companionable, there is a certain interrelation, i. e., in- 
creased activity in the court affects both appropriations. It should be remem- 
bered, of course, that the number of witnesses could increase greatly without there 
being a corresponding increase in the juror expense. Specifically, tax cases re- 
quire more than the average number of witnesses without changing the juror ex- 
pense. For the first 10 months of this fiscal year juror expense increased 4.8 per- 
cent.over the same period in the preceding year. During the month of May alone 
the increase was 5.48 percent. During the first 9-month period the number of 

_jury trials increased 8.33»percent; during the month of March 16.2 percent. 
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Mr. CLevencer. Have you a statement you want to make on this 
item? 
GENERAL STATEMENT 


Mr. Anpretra. On the witnesses I should tell you that this is 
indicative of the great volume and increase in the work we have had 
in the United States Attorneys Offices. When we were over here for 
the supplemental appropriation you will remember we asked for a 
transfer of $100,000 at that time. We thought surely, the way 
things were going, we were going to come out all right. 

Right after we got that we got our April figures, and they broke 
all records. We spent $168,819 in April, which was unheard of before. 

The minute I got those figures I wrote letters to various United 
States attorneys and asked them why there was such a great spurt in 
costs and in the number of witnesses called. They all came back 
with very satisfactory explanations; in that they had had more cases, 
and that they were larger and more important cases which took an 
extended amount of time to try and required witnesses from all over 
the country. In other words, it was just a general increase in the 
volume of work. 

We no sooner got the $100,000 than it was gone. Then came our 
May figures, which broke all records even before that. The May 
figure was well over $200,000. 
>» I was hoping that if we had time enough you gentlemen, if you saw 
fit, would take this up in the form of a joimt resolution, because we 
are completely out of cash for witnesses. We have been getting calls 
from all over the country that they have cases going on and witnesses 
waiting to get paid. That is particularly hard on the witnesses who 
come from out of town, who do not have any money and have to 
get back home. They are taking up their time. 

It is a very serious situation. Of course, as you know, we just 
cannot control the thing. We cannot control the number of wit- 
nesses. We have to pay them the statutory fees. 

I am hoping that this $135,000 will carry us through. Incidentally, 
this is not new money but is just a transfer of funds within the De- 
partment. 

Mr. CLeveNGrR. You guessed wrong in the supplemental? 

Mr. AnpreTTa. Yes; we did. We guessed wrong very badly as I 
pointed out. The thing has just been breaking all kinds of records 
in the amount of litigation they have been having in the courts. 

Mr. Cievencer. This transfer of funds will enable you to continue 
to the end of this month, to the new fiscal year? 

Mr. Anpretra. Yes; I think that will see us through. We are 
hoping it will. 

r. CLEVENGER. Can you not tell? 

Mr. Anpretra. No; you cannot, Mr. Clevenger, actually. If you 
looked at past experience for May, we usually dropped off. The 
courts start tapering off, and then even in June more so, until they 
wind up for the summer. Instead of that May went completely 
against all our predictions. 

Mr. CLevenGER. I would say this present heat wave will terminate 
something. 

Mr. Anpretra. Anyway, the $135,000 will have to see us through, 
even if we have to shut down. 
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Mr. Cievencer. I have no disposition to offer a joint resolution 
to correct your guessing, after giving a supplemental just 6 or 8 weeks 


ago. 

Mr. Anpretra. You know what is going to happen if we run out 
of money completely. We are going to have a clamor from all over 
the ey people wanting their pay as witnesses and who want to 

et home. 
Mr. Off the record. 

(Discussion off the record.) 

Mr. CLEevENGER. I do not share the responsibility. I do not feel 
responsibility for the condition. 

e have given them their appropriations. We have given them 
their supplemental request. Really, I do not understand it. Here 
we are 2 weeks from the end of the year. I cannot see the sense 
of a joint resolution. 

Mr. Anpretra. That is all right. We will have to get along some 
way or another. I will probably have to make some money available 
to the marshals and make it up later when this money becomes 
available. 

Mr. Preston. Off the record. 

(Discussion off the record.) 

Mr. Bow. Did the new courts which were instituted increase this 
volume somewhat? 

Mr. AnpreETTA. Some. But actually there are two elements which 
have created the great advance in the witnesses’ expenditures. 

The first is the number of tax-fraud cases, which require witnesses 
from all over the country. They take 75 or 100 witnesses at a time, 
in order to establish present worth or whatever it is that they do. 

Then there are these Smith Act cases, which are of long duration, 
and they have witnesses from all over the country and they stay for 
long periods of time. They have run up our costs. 

Then there are other types of fraud cases. 

Mr. CLevencer. You think you have enough money in the 1955 
bill to carry you through to spring, do you not? Would it carry you 
to January or February? 

Mr. Anprerra. Yes, just about. 

Mr. CLEVENGER. en the new Congress will be here? 

Mr. Anprerra. Sooner or later I think we are going to have to come 
up with something to take care of this witnesses appropriation. It 
might need something in the way of a revolving fund, which we can 
keep making whole by appropriations, always giving ourselves enough 
of a reserve we can call on when we run into these year-end peaks. 

Mr. CLeveNGER. I am concerned now. I am serious in asking you 
this question. Have you enough money—— 

Mr. Anpretra. No, we have not. 

Mr. CLevencer. To carry a through to New Year’s? 

Mr. Anprerta. Oh, yes. To New Year’s, yes. 

Mr. CLEveNGER. You certainly ought to ask for 50 percent enough. 

Mr. AnpreEtTTA. Oh, yes. We have $1 million, which will take us 
well into the beginning of the new calendar year. I think eventually 
we are going to have to do something to avoid this.thing. I do not 
know what the device will be, but we should come up with something 
to avoid these continual supplementals for witnesses. 

Mr. Cievencer. That finishes your request? 
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Mr. ANDRETTA. Yes, sir. 

Mr. Cievencer. Any questions from the gentlemen on the 
committee? 

Mr. Roonry. One question, Mr. Chairman. 


ANTITRUST DIVISION 


What is the total which you have now taken away from the Anti- 
trust Division, or propose to take away from the highly important 
Antitrust Division? 

Mr. Anpretra. $350,000 altogether, between the reserve and 
transfers. 

Mr. Rooney. The amount in the budget this year for the Antitrust 
Division is fairly substantially less than it was in the preceding year; 
is that right? 

Mr. Anpretra. No. It is next year they cut it back to about what 
we will have this year. 

Mr. Rooney. Was there not a reduction? 

Mr. AnpretTTA. Yes; to $3.1 million. 

Mr. Roonry. Was there not a reduction from $3.5 million to $3.1 
million? 

Mr. Anprerra. That is 1955, which is coming up. It is this year 
in which reserves cut it back to $3.1% million. 

Mr. Rooney. That is all. 


Turspay, JUNE 15, 1954. 


SALARIES AND Expenses, Bureau or Prisons 


ES 
J. V. BENNETT, DIRECTOR 


P. G. SMITH, BUDGET OFFICER 
8. A. ANDRETTA, ASSISTANT ATTORNEY GENERAL 


Mr. CLevencer. We will next take up the item for the “Bureau of 
Prisons, salaries and expenses.’’ The request is for $918,000. 

The pertinent portion of Senate Document 107 will be mserted in 
the record, as well as pages 16, 17, and 18 of the justifications. 

(The information is as follows:) 


FEpERAL Prison System 


SALARIES AND EXPENSES, BUREAU OF PRISONS 


— Original Change to— | Increase 


819 $26, 850,000 | $27,768,000 | $918, 000 


This proposed supplemental appropriation is necessary because of increases 
in prisoner population considerably beyond those anticlpated at the time the 
budget was prepared. It now appears likely that average inmate population 
during fiscal year 1955 will be in excess of 19,700 prisoners compared to the pre- 
vious estimate of 18,700, necessitating increased funds for their care. In addi- 
tion, this unprecedented increase in inmate population is severely overcrowding 
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existing penal institutions and aggravating custodial problems. To relieve this 
situation and to provide another institution on the west coast where present 
facilities are grossly inadequate, the Department of the Navy has agreed to make 
available to the Department of Justice penal facilities at Terminal Island, Calif., 
which had been in use by the Bureau of Prisons until 1942. This proposed ‘supple. 
mental appropriation also includes an amount for the activation and operation 
of this Terminal Island facility beginning on or about October 1, 1954. 


JUSTIFICATION MATERIAL 
Amendments to 1955 estimates, salaries and expenses, Bureau of Prisons, 1955 
(S. Doc. 107) 


In Budget $26, 850, 000 
Proposed amendment 918, 000 


Total as amended 27, 768, 000 
Employment: 
Average number in budget 
Number involved this estimate 


PURPOSE AND NEED FOR AMENDMENT 


The purpose of this request is to provide funds to take care of an increased 
prisoner population considerably beyond that anticipated at the time the original 
estimates were submitted. The drastic increase in our population has brought 
about critical need for the activation of another prison having a capacity of 600, 
and makes necessary a revision of the estimated population for 1955 on which 
our estimates were originally b 

The items comprising the above total are therefore as follows: 


Additional prisoner population 
Activation and operation of Terminal Island prison 


Detailed justifications are as follows: 


Additional prisoner population, $268,000 

It is estimated that the 1955 population will average 19, 700, or 1,000 above 
the 18,700 included in the original estimates. In the request or supplemental 
funds for 1954 the pulation for this year has been estimated at 19,200. The 
estimated increase for 1955 is therefore only 500 above the estimated average 
for the current year. 

The average population for the first 8 months of this year was 18,979, an in- 
crease of 1,285 over the same period in 1953. The population on March ll, 1954, 
was 19, 543, or 1,552 above the same time a year ago. 

Our po ulation has increased each year since 1949, Following this a table 
showing the increases, actual and estimated, for the fiscal years 1949-55: 


Average Average 
population population 


17, 931 
119, 200 
119, 700 


1 Estimate. 


The recent rapid increase in population is due primarily to three factors, a 
higher rate of commitments, longer sentences and a lower proportion of prisoners 
granted parole. During 1953, 1,321 more prisoners were committed to Federal 
institutions than in 1952. During the first 8 months of 1954, 1,015 more prisoners 
were committed than in the same months of 1953. The increase this year over 
last averages 127 per month. 


Actual employment, Feb. 28, 1954__.__.....--------------- 3, 956 
= 
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The average length of sentence has increased from 23.2 months in 1949 to 25.5 
months in 1953, an increase of 3,100 sentence years on the basis of 1953 commit- 
ments. The extent of the increase is even more significant when it is noted that 
the proportion of commitments with sentences of 2 years and over increased from 
42.2 percent in 1949 to 55 percent in 1953. 

The rate of parole grants has dropped from 40.2 percent last year to 34.5 percent 
this year, presumably because the offenders in Federal prisons are increasingly 
of the more serious type. 

Under ordinary circumstances, it is estimated that the population in 1955 would 
exceed 19,700. However, because existing Federal prisons are becoming over- 
crowded, an increasing number of prisoners are being confined in local and State 
institutions. 

The estimate is computed as 1,000 (increase in average population) times 365 
(days in year) times 73.5 cents (per capita rate) $268,275—rounded to $268,000. 


Activation and operation of Terminal Island Prison, $650,000 

The normal capacity of the Federal prisons now in operation, exclusive of two 
temporary camps, is 17,683. On March 11, 1954, the actual population of these 
prisons was 19,543. The population is continuing to increase and it is expected 
that by July we will reach a total in excess of 20,000 prisoners. The result is that 
present facilities are dangerously overcrowded and the situation is steadily be- 
coming more aggravated and adding to the problems of maintaining control of 
the large population under adverse conditions. 

To relieve this problem to some extent, and to provide another institution on 
the west coast where present facilities are grossly inadequate, we propose to 
reactivate the prison at Terminal Island, Calif, which was formerly owned and 
operated by the Federal Prison System. This prison was transferred to the Navy 
Department in 1942. After the war the Navy leased it to the State of California 
and it is presently being used by the State as a prison medical center. 

At our request, the Navy Department has issued notice to the present occup2n's 
to vacate the property by July 1, 1954, and in no event later than October 1, 1954, 
and we propose to occupy it as of the latter date. 

It is estimated that funds in the above amount will be required in fiscal vear 1955 
to enable us to staff, equip, rehabilitate and operate the institution for the period 
October 1 1954 to June 30, 1955. The estimate is computed as follows: 


Personnel (118 positions, including medical) $290, 000 
Transfer of personnel 50, 000 
Uniforms for personnel 10, 000 
Rehabilitation of buildings and plant_____-_____-- 100, 000 
Initial inventories of supplies Paws eure 35, 000 
Operation of institution 55, 000 
Transfer of prisoners---- - 10, 000 


650, 000 
GENERAL STATEMENT 


Mr. Bennett. Mr. Chairman and members of the committee, this 
item of $918,000 is composed of two requests for additional funds. 
The first amount is a request for $268,000 to enable us to board 1,000 
additional prisoners. 

The 1955 original estimates provided for an appropriation to take 
care of 18,700 prisoners, which this committee granted. However, 
unanticipated increases in our population make it necessary for us to 
request funds to board 1,000 more prisoners, or a total of 19,700 
prisoners. 

As a matter of fact, however, Mr. Chairman, the number of prisoners 
today is in excess of that number. Our present prison population is 
20,049. 

From everything I can see on the horizon, Mr. Chairman, it looks 
as though it is going to continue to increase. We are in a serious 
situation with respect to the number of prisoners who have flooded 
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in upon us during the last year. Our institutions are quite seriously C 
overcrowded. 
In order to do our planning properly for the next year we feel that 7 
this additional amount is necessary. 
Mr. Chairman, there is no money in this $268,000 for personnel, 
buildings improvements or equipment. It is strictly for the cost of 
food and clothing and medical supplies of the prisoners; 73.5 cents per 
man per day. ai 
PRISON POPULATION 
Mr. Chairman, if you would like to have it submitted for the record 
I would be glad to submit our present population chart. 
Mr. CLevenGerR. You may do so. 
(The information is as follows:) k 
Federal prisoners, June 10, 1954 
Population 
Bureau of Prisons institutions, total _______ 20, 049 19, 869 18, 727 180 1,322 ; 
Penitentiaries: 
Leavenworth 2, 510 2, 508 2, 335 2 175 
Lewisb 1, 220 1,214 1, 205 6 15 
1,073 1, 062 1, 066 ll 
1, 244 1, 250 1,140 —6 104 
544 548 557 —-13 
1, 102 1, 133 1,111 —31 —9 
908 929 924 —21 —16 
384 389 377 —5 
742 732 750 10 -8 
Institutions for juveniles: 
National Training School, Federal. 234 230 225 4 9 
National Training School, District 
229 227 181 2 48 
Natural Bridge.................... 74 75 78 —4 
Medical Center: a 
831 775 8 56 
Maintenance unit________..______- 242 248 213 —6 29 
Prison camps: 
MeNeil Island.................... 244 237 258 7 -14 
287 274 210 13 77 
Montgomery...................... 258 240 188 18 70 
GRE OS 304 280 24 79 
Correctional institutions 
554 555 621 -1 —67 
BESET 748 687 627 61 121 
543 441 17 119 
510 496 4 
Detention headquarters 
180 156 165 24 15 
COMMITMENTS DURING YEAR 
Mr. Bennerr. I would like to submit also a chart showing the 
number of commitments to our institutions for the last 11 months, 
compared with the same period of last fiscal year. : 
r. CLEVENGER. That will be made a part of the record, without 
objection. 
(The information is as follows:) 
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Court commitments to Bureau of Prisons institutions for the first 11 months, fiscal 
years 1953 and 1954 


July to May (inclusive) 


Commitments Increase or decrease 


1954 Number | Percent 


15, 157 1,217 


Forge’ 
Immigration 
Juvenile de! 


TERMINAL ISLAND 


Mr. Bennett. The other part of this appropriation, Mr. Chairman, 
is for $650,000 to enable us to activate the Federal institution outside 
of the city of Los Angeles on Terminal Island. This is to enable us 
to take care of the additional population which is coming to us from 
the west-coast area. 

The estimates provide for a 6-month operation of that institution 
in accordance with our standard requirements. 

The institution belongs to the Navy Department. The Navy 
Department, having no further need for the institution, some 6 or 8 
years ago, transferred it to the State of California. 

The State of California is now utilizing this as an institution to care 
for older prisoners and tubercular patients and other types of Cali- 
fornia offenders. They are building a new institution of their own to 
take care of this of See we and we have asked that the Navy Depart- 
ment request the State of California to vacate the institution as of 
September 30 this year. Negotiations are still going on between the 
Navy Department, ourselves, and the State of California, to get back 
this institution. 

As I suppose all of you realize, the State of California likewise 
has had a very considerable problem due to overcrowding and the 
influx of population in that area. I cannot tell you exactly how we 
are going to work this out at the present time, but we are sure that 
some arrangement is going to have to be made to take care of this 
additional population we have on the west coast. 

In order that we may have the funds available to activate the 
institution on January 1 we have requested this sum of $650,000. 


Offense 

195 

Total, exclusive of military.........._. _.........--.-. 13, 257 14, 497 1, 240 | 9.4 

Total, exclusive of immigration.......................| 11,044 11, 166 122 11 

Total, exclusive of military and immigration... _..--- 10, 361 10, 506 145 1.4 

Embezzlement and fraud................-.......-.-.------- 559 456 —103 | —18.4 

quency (except District of Columbia) -.-..--- 723 710 -13| -18 

3, 326 3, 303 —23 —0.7 

2, 447 | 2, 422 —25 -10 

Juvenile delinquency (District of Columbia) _-._......._..- 168 171 3 1.8 

Gelective. Gervice Act... 175 234 59 33.7 

1, 332 1, 582 250 18.8 
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The money, of course, will be used for that purpose and no other, 
Mr. Chairman. 

I can go into some detail if you would care to have me do so, on 
the situation on the west coast, but I think probably most of you 
are familiar with those problems. 

Mr. Cieveneer. Is there presently an overcrowding in the other 
two institutions on the Pacific coast? 

Mr. Bennerr. We have only one other institution on the Pacific 
coast, Mr. Chairman; and that is at McNeil Island. 

Oh, yes; we do have Alcatraz. I would not want to forget that. 

Aleatraz is not overcrowded, Mr. Chairman, but the maximum 
number of inmates that Alcatraz could take is within 100 of its 
present 

Mr. CLevencer. Are we in a position where, if we did not have 
Alcatraz, we might have to create one? 

Mr. Bennett. Well, Mr. Chairman, I firmly believe we have to 
have an institution of maximum custody to take care of some of these 
very serious offenders. We cannot get along without an institution 
like Alcatraz. That we must have. 

Mr. CLeveNGER. You have answered my question. They do not 
have to keep them there too long, sometimes, before they are amen- 
able to discipline in a less secure penitentiary, do they? 

Mr. Benner. That is correct, sir. It takes the strain off our 
other institutions. 

Mr. CLevenGceR. Some of these bad boys who have the attitude 
of “Who, Me?” are soon cured with a little tour up there, which 
makes them appreciate the other institution they just left. 

Mr. Bennett. It seems to make it possible for some of them to 
adjust in our other institutions, after having been there. 

fr. CLevencER. What is the present prison population? 
Mr. Bennett. 20,049. 
ALCATRAZ 


Mr. CLevenGer. You have less than 300 in Alcatraz? 

Mr. Bennett. We have today in Alcatraz 291. 

Mr. Cievencer. A great many of them are people who are trouble- 
makers, inciters of riots, who upset the institution where they were 
before they went to Alcatraz? 

Mr. Bennett. All of them are of that kind, sir. 

Mr. Cievencer. The reason I am bearing down on this is that 
there have been some “sob sisters’? who have been trying to build 
up public appeal enough to do away with Alcatraz under the guise 
that it is a cruel place. 

I think it is one of the most sanitary penal institutions I have 
ever seen. Contrary to being too much punishment, I do not imagine 
some of those fellows suffer as much watching the activity in the 
San Francisco Harbor as they would if they were on an island where 
they could not see the mainland. I for one just, think that that 
institution might be the means of saving us $7 million, $8 million, or 
$9 million, or maybe more, in building another institution some place 
else, which probably would take a long time. It oe Fy be bi 
than we would need for that type of prison, and it would take a long 
time to get a sufficient reputation to strike a little consternation in 
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the hearts of some of these hardened criminals who kate the law and 
everybody connected with the law. 

It is a small percentage, but of the 291 I do not believe you have 
any who do not deserve to be there. 

Mr. Bennett. I do not think we have any there who do not deserve 
to be there. Would you like to have me comment on that? 

Mr. CLEVENGER. I would. I am aware that there is a drive on by 
the “sob sister’’ writers to claim that this is an undue punishment, to 
be incarcerated there. 

Mr. Bennett. I quite agree with you, Mr. Chairman, in the first 
place, that we must have an institution of this kind. Certainly we 
could not run these other institutions without Alcatraz nearly as 
cheaply and economically as we can now. 

Bear in mind that at’some of these institutions we are running with 
just a handful of personnel. Take the institution at Milan, Mich., 
for instance, with 700 men in it. On the morning shift there we oper- 
ate that institution with 7 men. 

We run a camp like the one at Florence with 400 men in it with 
1 man on duty at night. That is likewise true at other places. 

Having at hand an institution where we can send men who, in the 
terminology of institutional parlance, “buck us’’ all the time, makes it 
easier on our institutions and makes it possible for us to operate them 
much more economically. 

I agree with you, too, Mr. Chairman, on the fact that Alcatraz 
has gained a certain buildup, a certain psychology about it, if you 
please, which I think has an important effect upon deterring crime. 

I have only one difference of opinion, shall I say, with regard to 
the institution; and that is its location out on the west coast, which 
makes it extremely expensive for us to transport prisoners out there. 
It is a very costly institution to operate. Moreover, the institution 
was built back in 1870. There is a great deal about it which needs 
repairing and modernizing. 

The effects of the salt water and spray in San Francisco harbor 
have made the institution deteriorate much more rapidly than other 
institutions of the kind. Moreover, we have not been putting any 
money into the repair of the institution, Mr. Chairman. If it is to 
be retained as a permanent Federal installation, a very considerable 
amount of money is going to be necessary for a new powerplant. We 
will have to go into the institution and completely brace up certain 
parts of the buildings, due to minor earthquake damage and other 
deteriorations. 

A question arises—which I think you are as well able to settle as I— 
as to whether it would be wise to put $3.5 million or $4 million into 
reconstruction of Alcatraz, or whether to take that money and add a 
little more to it and locate the institution a little more centrally. 
That is the question to be decided. 

My feeling is, Mr. Chairman, that it would pay us and would pay 
the Go 


vernment in the long run to replace Alcatraz with an institution 


more centrally located. en you figure the interest on the money 
needed to build the institution and compute it against our transporta- 
tion cost and operating cost out there you will find, I feel quite certain, 
that it would be a good investment. 

Mr. CLevenceR. That figure rather amazes me, for the rehabilita- 
tion of the place. 


572 


Mr. Bennett. That is right. 
of the institution. 

We have had before the committee and before the Bureau of the 
Budget from time to time estimates for what one might call temporary 
repairs. For instance, just last week one of the motor generators 
broke down at Alcatraz. There is the replacing of that, oad replacing 
of other incidental items. “We have had money before the committee 
which aggregates about $750,000. 

But that, Mr. Chairman, is just temporary. It is not going in 
there and making that a permanent institution. Ai. F: 

I feel that we might as well face up to this fact: We have to have 
an institution of that kind. It is just as important a building as the 
Government has anywhere. We might as well face up to it and build 
an institution completely in line with modefn operating standards 
and costs. 

Mr. Cievencer. This interests me, but the figure for the rehabil- 
itation amazes me; $3.5 million or $4 million. 

Mr. Bennett. That means a complete replacement of all the under- 
ground utilities there. That is very expensive work. On that ‘“rock”’ 
it means a complete rebuilding of the window sashes, all the window 
fixtures, and going in and completely underpinning the whole building. 
And it means a new powerplant. The cost of the new powerplant 
alone is something like $750,000. 

Yes, it is an expensive job, Mr. Chairman. Of course, you under- 
stand that this would all have to be done by contract, and whenever 
we have had contractors on the island we have always had to trail 
them along with an officer, to see that they do not bring any 
contraband onto the island. 

For instance, just to show you how expensive things are out there, 
we have just spent or are trying to find money to repair that water 
barge we have to bring water out to the institution. It is costing 
$36,000 to do that. en you run an institution on that “rock” it 
is very expensive. ~- 

Mr. Cievencer. Would that same argument apply to McNeil? 

Mr. Bennett. Oh, no, not to the same degree. Of course, we have 
to have a marine fleet up there. That institution is more expensive to 
operate than other institutions, but we do not have to transport our 
water out there. Besides that, at McNeil we have the advantage of 
having a very big farm which helps offset the cost of operating the 
institution. 

Mr. Cievencer. Your navy yard there makes most of the repairs 
and the rebuilding? 

Mr. Deiewate: Yee; sir. We do our own repairs there. Inciden- 
tally, some of it, of course, is also for some of the other Government 
agencies in that area. 

Mr. CLevencer. Yes. Do you feel that there is any possibility of 
your getting hold of Terminal Island during this current year? 

Mr. Bennett. Oh, yes, sir; I do. It is just a question of time. 
We may not get it on the first day of January, but we will get it later 


That is a complete modernization 


on. 

I would like to reiterate, Mr. Chairman, of course, that if we do not 
get the institution then this money here would be involved. However, 
we have to be able to make our plans. 

Mr. Cievencsr. You are planning on October 31? 
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Mr. Brenner. That is the date we have requested, but this appro- 
priation, you will notice, begins as of January 1. 

Mr. Cievencer. Of course, with as many people as they have out 
there, they cannot turn them loose. 

Mr. Bennett. Off the record. 

(Discussion off the record.) 

Mr. CLevenGceER. Any questions? 


TERMINAL ISLAND 


Mr. Bow. What is the population of Terminal Island? What can 
these people handle there? 

Mr. Bennett. We figure on 600 prisoners. 

. Mr. Bow. About 600? 

Mr. Bennett. We could handle more there, if we had to. Of 
course, one of the problems you gentlemen are familiar with is that 
in that area there are a very large number of immigration violators. 

Mr. Bow. Where is Terminal Island? 

Mr. Bennett. It is at San Pedro. 

Mr. Bow. San Pedro? 

Mr. Bennett. Yes, sir. 

Mr. CLevencer. Down opposite the navy yard? 

Mr. Bennett. Down near the navy yard, yes. 


EQUIPMENT 


Mr. Bow. There is $100,000 for equipment. What equipment will 


you have to put in? 

Mr. Bennett. We will put in the kitchen equipment, certain mov- 
able supplies such as beds and bedding; and certain other things like 
laundry equipment and certain shop equipment. 

Mr. Bow. That equipment is not there now? 

Mr. Bennett. It does not belong to us. Some of it we will get. 

Mr. Bow. Could some of that be purchased from the State of 
California? 

Mr. Cuievencer. The laundry equipment belongs to the Navy, 
does it not? 

Mr. Bennett. Yes, but it has been deteriorating. 

Mr. Cievencer. What about the shop equipment? 

Mr. Bennett. Some does and some does not. 

That laundry equipment has been in operation now since 1941 or 
1942. 

Off the record. 

(Discussion off the record.) 

Mr. Bow. That is all I have, Mr. Chairman. 

Mr. Bennerr. Thank you, Mr. Bow. 

Mr. CievenGcer. Mr. Rooney? 


INCREASE IN PRISON POPULATION 


Mr. Roonry. What is the reason for the substantial increase in 
prison population? 
Mr. Bennett. Well, Mr. Chairman, I think you can see it right 
here. It comes all the way down the line. The largest increase is 
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due to immigration law violations, a 37-percent increase. Those are 
commitments. 

Mr. Rooney. When you use the term “immigration law violations’ 
are these temporary commitments previous to deportation proceed- 


ings? 

Arr. Bennett. No, sir; these are cases brought into court and 
convicted. 

Mr. Roonry. Yes? 

Mr. Benner. They are for the most part repeated violators of 
the Immigration Act. The immigration violators on their first offense 
are merely taken back over the border by the Immigration Service, 
but if they continue to come over 

Mr. Rooney. Then this refers to the Mexican wetback situation? 

Mr. Bennett. Some of them. 

Mr. Rooney. Practically all of them; is that not right? 

Mr. Bennett. Well, no; I should not say so. 

Mr. Rooney. We do not have such cases up in New York, do we? 

Mr. Bennett. Yes. 

Mr. Rooney. Maybe a handful? A half dozen? 

Mr. Bennett. A few Canadian cases up there. 

Mr. ANDRETTA. Smuggling cases. 

Mr. Rooney. We are not talking about smuggling. We are talk- 
ing about immigration. 

Mr. Anpretrta. This is immigration; smuggling. 

Mr. Bennett. It is quite a business down in that area to “run 
wetbacks”’ as they call it. 

Mr. Roonry. Yes. 

Mr. Bennett. Those are frequently American citizens. 

Mr. Rooney. Let us get this straightened out. Is it not the fact 
that 90 or 95 percent of the immigration cases mentioned on this 
sheet, at which I am looking and which you handed me, concern the 
Mexican wetback problem? 

Mr. Bennett. A very large proportion; yes, sir. 

Mr. Rooney. And the total number of increase in these cases is 
1,095; is that correct? 

Mr. Bennett. That is correct. 

Mr. Roonry. That would bring your prison population up to a 
higher amount than it has been in how many years? 

r. Bennett. The largest in our history. 

Mr. Rooney. So the Mexican wetback situation is directly respon- 
sible for a great part of the instant request; is it? 

Mr. Bennett. Yes, sir; I think that is fair. 


TERMINAL ISLAND 


Mr. Rooney. Will the Terminal Island facility be used principally 
because of these immigration commitments? 

Mr. Bunnerr. Well, it is needed for that purpose, Mr. Rooney, 
but we probably will not put very many of the Mexicans in that 
institution. 

Mr. Rooney. You will put them somewhere else and move those 
there to Terminal Island? 

Mr. Bennett. That is right. 
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Mr. Rooney. So that the wetback situation is responsible for it; 
is that right? 

Mr. Benneyr. That is right, largely. Of course, we have had a 
good many military commitments. Unfortunately, gentlemen—this 
may come to your attention—we have had to shut off the receipts of 
all persons from the military forces now. We are not accepting any- 
body committed by general court-martial any longer. The Army is 
taking care of those itself. 

Mr. CLevencer. The general population increase of the country 
is running around 2.5 to 3 million a year. Certainly there are more 
people here to get in jail. 

Mr. Bennett. Yes. 

WETBACKS 


Mr. CLevenGeEr. So far as these wetbacks are concerned, there is a 
vigorous prosecution against that business going on right now; is 
there not? 

Mr. Rooney. Mr. Chairman, I do not think that is the situation. 
This increase, as Mr. Bennett says, is primarily due to this wetback 
business. 

Mr. CLEvENGER. But it is the first prosecution that has been 
vigorously pushed against the people who bring wetbacks in. 

Mr. Rooney. What is your present population; 19,543? 

Mr. Smitu. Twenty thousand and forty-nine. 

Mr. Roonry. Twenty thousand and forty-nine? 

Mr. Benner. Yes. Since that justification was prepared our 
population has gone up, Mr. Rooney. 

Mr. Roonry. Mr. Andretta, have you any idea when the Attorney 
General is going to do something about this wetback problem? 

Mr. Yes. 

Mr. Roonry. When? 

Mr. Anpretta. I think very shortly you will have a supplemental 
estimate over here. 

Mr. Rooney. For more border patrolmen? 

Mr. AnpreTTA. Yes, sir. 

Mr. Roonny. How many? Do you know? 

Mr. Anpre=tta. I have not had a chance to study the estimate. 
They only had a hearing on it yesterday in the Bureau of the Budget. 
General Swing has made quite a study of the whole program. He 
has been down there and he has had people down there. 

Mr. Roonry. We may now get some action. 

Mr. Anpretta. They have considered trying several things. 

There is a program on now, which you probably read about in the 
papers, where they are concentrating task forces in certain areas to 
clean them up and shove them back across the border. They are 
making a study of the number returning after they push them back 
and all of that, studying the problem. 

They have now resolved one thing, that it is going to take money 
and manpower to help cure the situation. 

Mr. Rooney. That has been my position all along. Either you 
are going to do something about it or you are not. 

It is a shame that the Attorney General has been tardy in doing 
something about this. It was suggested to him the first time he came 
before the committee, that he get busy on the problem. 
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Are you apprehending over one million a year now? Is the figure 
not up over one million a year? 

Mr. AnpreTta. Yes. 

Mr. Rooney. That is all, Mr. Chairman. 

Mr. Preston. No questions, Mr. Chairman. 

Mr. Sikes. Off the record. 

(Discussion off the record.) 


INCREASE IN PRISONER POPULATION 


Mr. Sixes. Do you feel that the situation which has brought about 
a large prison population at this time is a permanent one which 
requires additional facilities, or is it of a nature which might be con- 
sidered temporary, which may pass within a matter of 2 or 3 years? 

Mr. Benner. No, sir; I do not. I think that the Federal Govern- 
ment must look forward to an increasing prison population. Not 
only is the country growing, but also there are certain new laws being 
passed all the time, such as, for instance, the Smith Act and these 
acts involving Communists. In addition to that, there are certain 
factors that seem to be creating opportunities for crime which did not 
formerly exist. 

For instance, there is the automobile. Nearly 25 percent of our 
prison population are young people who steal autmobiles or who com- 
mit some crime incident to the use of the automobile. There were 
225,000 automobiles stolen in this country last vear. If we continue 
to have more automobiles, why, we will continued to have more crime. 

One of the interesting things is, Mr. Sikes, that the number of 
persons we get for liquor law violations is on the decrease. We have 
fewer offenders sent to us for bootlegging and things of that kind than 
we did some 10 years ago. Now, I am not here to say whether there 
is more or less of it than there was 10 years ago; all I can say is that 
there are less of them going to prison. 

Also, Mr. Sikes, another thing that seems to be happening is that 
the judges and courts are ‘ving longer sentences. The parole boards 
are less apt to let them out as early as they did. There are not only 
per of them coming to us, but, more importantly, they are staying 
onger. 

Of course, we have certain offenses, like the Draft Act, which bring 
us a few cases now. Practically all of the embezzlement cases are 
coming in. Taking funds from national banks has now become a 
Federal offense. Bank robbery is a Federal offense. That is one of 
the reasons why we have to have a place like Aleatraz, because a large 
number of these fellows are there for armed robbery of banks. 

Mr. Sixes. Do you feel that we are utilizing to optimum capacity— 
you will note I did not say ‘‘absolute’” capacity—all of the facilities 
which we now have? I have in mind particularly Alcatraz. 

Mr. Bennett. Taking the Federal prison system as a whole we are 
now far above optimum capacity. The capacity of our institutions is 
18,000 and that includes double-decked beds in dormitories and cells 
wherever we feel they can be properly used, considering the require- 
ments of security and health. Compared to that capacity of 18,000 
we had a population of 20,050 last week. We are continually trans- 
ferring prisoners from one institution which is becoming seriously 
overcrowded to another which may have a few vacant beds. But we 
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have now reached the point where all prisons are seriously crowded. 
To make matters worse, the prisoners we now receive present more 
difficult problems than those committed 10 or 15 years ago. They 
have longer sentences and have committed more serious crimes. It is 
more dangerous to crowd this type of population than the type we 
had in the thirties and early forties. 

With respect to Alcatraz, we have 364 cells in that institution and 
a population of 291 there last week. However, there are an additional 
15 or 20 approved for transfer who have not yet been received. Alca- 
traz is the type of institution where you would not want to fill every 
cell. There should be some leeway for separating prisoners and shift- 
ing between different units if the institution is to operate smoothly. 
We should not confine many more prisoners at Alcatraz than we have 
there now. 

Mr. Sikes. That is all. 

Mr. Cievencer. One of the difficulties at Alcatraz is the difficulty 
of finding work for them. They cannot raise any gardens for food, 
because there is not enough soil except for a few flowers to grow. 
That is probably as big an institution as might be required. There 
is the significance of the “rock” as the boys call it, which has been 
advertising value, which is very valuable. 

Mr. Bennett. I think gp, too. 

Mr. CLevencer. | think most of the opposition to it comes from 
the ‘‘tear jerkers” and all that sort of thing. 

Mr., Bennett. This is a paradoxical business I am in, Mr. Chair- 
man, as you know. Sometimes I am accused of running country 
clubs and sometimes I am accused of cruelty. 

Mr. Coon. Both in the same institution? 

Mr. Preston. Off the record. 

(Discussion off the record.) 

Mr. Bennett. Thank you very much, gentlemen. 

Mr. Cievencer. We will meet at 2 o’clock. 

Mr. Bennett. We again invite you to come and see us. 


Turspay, JUNE 15, 1954. 
DEPARTMENT OF STATE 


ACQUISITION OF BUILDINGS ABROAD 


WITNESSES 


WILLIAM P. HUGHES, DIRECTOR, OFFICE OF FOREIGN BUILDINGS 
OPERATIONS 

EDWARD J. KERRIGAN, DEPUTY DIRECTOR 

EDWARD B. WILBER, BUDGET OFFICER, DEPARTMENT OF STATE 

RICHARD COOK, ASSISTANT DIRECTOR FOR ADMINISTRATION, 
UNITED STATES INFORMATION AGENCY 

ALFRED BOERNER, PUBLIC AFFAIRS OFFICER: GERMANY 

BEN POSNER, BUDGET OFFICER, USIA 


Mr. CLevenGER. The committee will come to order. 

We have before us the Department of State and they have an item 
of acquisition of buildings abroad. The request is for $962,000 for the 
construction of an embassy building in Teeochi, Pakistan, and for 
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the construction of one America House and the purchase of one 
America House in Germany. 

The pertinent part of page 16 of House Document 428 will be placed 
in the record, and pages 1, 5, 6, 7, and 8 of the justifications will be 
placed in the record at this point. 

(The pages referred to are as follows:) 


“DEPARTMENT OF STATE 
“ACQUISITION OF BUILDINGS ABROAD 


“For an additional amount for ‘Acquisition of buildings abroad’, to 
remain available until expended, $962,000.” 


This proposed supylemental appropriation is necessary for the construction of 
an embassy office building in Karachi, Pakistan, and the construction of one 
and the purchase of one “America house”’ in Germany. 

The Government of Pakistan has offered to supply, free of all cost to the United 
States in appreciation of our wheat loan, the labor costs involved in the construc- 
tion of the building at Karachi. The total estimated cost of this building is 
$1,000,000 comy.osed of $500,000 worth of Pakistan labor and the $500,000 United 
States costs (materials and plans) provided by this estimate. Provision for an 
office building in Karachi was not made in the budget for the reason that the offer 
of the Government of Pakistan was not proffered until calendar year 1954. 

A decision concerning the construction of ‘‘America houses” in Germany was 
deferred at the time the 1955 budget was considered for the reason that the 
United States Information Agency, which had only recently been created, was ir 
the process of reviewing and evaluating its overseas programs. Based on this 
rea»praisal of the information center program in Germany, it is considered 
urgently necessary that permanent facilities be obtained in Frankfurt and Nurem- 
berg. This would inerease from 2 to 4 the number of buildings constructed or 
purchased in Germany for United States information center purposes out of a 
total of 22 centers currently being operated. 


JUSTIFICATION MATERIAL 
Office of Foreign Buildings Operations 
(H. Doe. 428) 


Request, for 12 months from July 1, 1954, to remain available until 
expended $962, 000 

Appropriation to date: 

Requested 

Approved by the House of Representatives 
Employment: 

Average number current appropriation 

Number involved this estimate 

Actual employment, May 31, 


PURFOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Office building, Karachi, Pakistan, $500,000.—For financing the construction of 
an office building at Karachi, Pakistan, for use by United States Government 
agencies. The need for space is acute. Construction is planned for early in the 
fiscal year 1955 in order to take advantage of an offer by the Government of 
Pakistan to make available for this project the equivalent of approximately 
$500,000 worth of construction labor at no cost to the Government of the United 
States of America. 

Consular and America House, Nuremberg, Germany, $62,000.—The owner desires 
to sell the building now occupied by the America House and has offered it_for 
$62,000. The cost of restoration upon vacating would be $30,000, which in effect 
results in a net cost of $32,000. This amount would rent other premises for only 
18 months and this purchase is therefore deemed extremely advantageous. 
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Consular and America House, Frankfurt, Germany.—$400,000.—The lease 
for Americz House facilities expired March 31, 1954, without privilege of renewal. 
All personal property was moved to temporary space unsuitable for carrying out 
a program. The city of Frankfurt has made available a site under a 99-year 
lease at no cost except minor fees for municipal services. Architectural plans are 
complete, preparatory to construction, for a building which would enable pro- 
motion of an important element of the information program in Germany. 


Pakistan, Karachi 


Embassy office building, $500,000.—The United States Government presently 
pays approximately $91,700 rent annually for substandard space for housing the 
staff of United States agencies operating at Karachi, Pakistan. Carefully ana- 
lyzed data shows that after a modern office building is constructed, estimated 
operating costs, interest and depreciation charges will amount to $61,500 annually, 
or an annual savings of $30,200. 

This is an actual saving over and above the intangible benefits growing out of 
an efficient building complete with air-conditioning and elevators. The build- 
ing is estimated to cost $596,010, exclusive of the site which is already owned 
by the United States Government and of the cost of local labor valued at approxi- 
mately $500,000 which has been generously offered by the Government of Pakistan 
without cost to our Government. The estimated requirement during the fiscal 
year 1955 for materials and services to be financed by the United States of 
America is $500,000. Economies in construetion may be realized so as to contain 
the total cost within $500,000, but if this is not possible, the residual items will 
be funded in fiscal year 1956. 

Funds now available and expected to be available in fiscal year 1955 are fully 
committed to other urgently needed building projects. Supplemental funds are 
requested for financing this project in order to take advantage of the generous 
offer by the Government of Pakistan to contribute the costs of all local labor. 
The architectural and engineering design and materials will be dollar costs. 


Information centers (America Houses), Germany 
Nuremberg 
Frankfurt 


JUSTIFICATION 


A complete review has been undertaken to evaluate the United States informa- 
tion programs conducted overseas. This review developed that one of the most 
important activities conducted by USIS missions overseas is the information 
center. 

The informatic» center is accepted by the local populace of foreign countries 
as basically a cultural institution which provides, without admission fees, access 
to facilities where individuals may: (1) use library facilities containing books and 
reading material about the United States, its people, and its culture; (2) attend 
lectures or concerts provided by the information center; (3) view documentary 
films about the United States or vital subjects concerning United States polities; 
(4) observe the visual displays and exhibits; (5) pick up pamphlets on imy ortant 
United States policies for reading at home; (6) listen to radio broadeasts from the 
Voice of America; and (7) attend English-language classes. 

In connection with the evaluation of overseas information activities, a thorough 
review has been made of the adequacy of facilities for conducting the program, 
and it has been determined that there is urgent need for facilities in Germany 
which cannot be obtained through leasing arrangements. 

The most urgent needs are for facilities at Frankfurt and Nuremberg. America 
House programs in these cities will be conducted as long as the United States 
Government will have an information program in Germany. For economy 
reasons alone it is in the best interest of the United States to purchase the present 
America House building at Nuremberg, which may be obtained for a net cost of 
approximately the equivalent of 14% vears’ rent for comrarable commercial pror erty. 

The justification for proceeding with the construction at Frankfurt is as follows: 

1. America House, Frankfurt, was closed March 31, 1954, due to inability 
to extend the lease, and most activities were suspended. 

2. The site for the proposed building is now under long-term lease with 
terms providing for no rental cost to the United States Government. 

3. Construction plans and specifications are complete. 

4. The construction work could commence immediately and would be com- 
pleted within 1 year if started in July 1954. 

5. Cost of construction, amortized over a 10-year period, compares favor- 
ably with commercial rental properties which, however, are not available. 
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BACKGROUND 


In the latter part of fiscal year 1951, the United States High Commissioner for 
Germany with the approval of the Department of State, set aside a sum of local 
currency counterpart funds to cover the consular and America House construction 
program. It was planned at that timeto construct America Houses in nine cities, 
namely, Berlin, Frankfurt, Hamburg, Nuremberg, Cologne, Munich, Stuttgart, 
Freiberg, and Kassel. These constituted key locations in Germany where con- 
struction was necessary and where the United States would desire to maintain 
informa‘ ion centers for many yearstocome. The local city governments of Berlin, 
Hamburg, and Frankfurt, realizing the value of information centers, expressed 
their support by procuring choice land and leasing it to the United States Govern- 
ment. This was done with the expectation that the United States Government 
would construct buildings to house information centers on the respect ive properties. 

When the construction and planning wee taken over eavly in 1952 by the For- 
eign Buildings Operations, of the Department of State, and the fiim of Skidmore, 
Owens, and Merrill, it became apparent that rising construction and labor costs 
would make it impossible to build nine new America Houses with the money 
originally planned. Therefore, with the approval of the Department of State, 
a number of these projects were eliminated from the construction program, al- 
though thei: long-range importanee as America Houses is still consideved valid. 

In January 1953, the building program was suspended by the executive branch 
of the United States Government to permit reevaluation of all United States 
foreign building construction. 

On June 2, 1953, a hearing was held on the German Consulate-Amevica 
House program before a subcommittee of the Committee on Government Opera- 
tions, House of Representatives, 83d Congress. The subcommittee report recom- 
mended the deferment of the America House construction program at that time 
in view of the fact that the whole information program of the Department of 
State was under review by the executive branch. 

Subsequently Reorganization Plan No. 8 was placed in effect on August 1, 1953, 
and the America House construction program was reevaluated by the United 
States Information Agency. It has been determined that information-program 
facilities are urgently required at the present time for Frankfurt and Nuremberg. 


CONSTRUCTION OF EMBASSY OFFICE BUILDING IN KARACHI 


Mr. CLevencer. What is the amount of your annual rent paid in 
‘Karachi? 

Mr. Kerrigan.’ We show a gross rental now for all of the Govern- 
ment agencies that we propose to accommodate of $91,700. That is 
the rent and operating expenses that will flow to us under the Jease. 

Mr. Cievencer. How much will this building cost the United 
States? 

Mr. Kerrican. We expect that it will cost $500,000 to the Govern- 
ment of the United States. The total cost of the building we estimate 
in the neighborhood of $1 million. 

Mr. CLevencer. Do we have any foreign credits in Pakistan that 
can be used? 

Mr. Kerrigan. We do not definitely have any available at the 
moment, although there is an agreement in force, and it is a matter of 
bringing it to a close. There is apparently some feature of the agree- 
ment which has not been resolved between the two countries. 

Mr. Wixzer. It may be possible to use the credits in other countries 
to buy certain materials and transport them in for use on this project. 

Mr. Cievencer. What sort of building is contemplated? Have 
ye arrived at the planning stage, so that you can tell us something 
about it? 

Mr. Kerrican. We can only tell you that it will be a modern 
building in terms of the physical construction rather than in terms of 
its design as such. We will select an American architect of some 
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significance after this architect is recommended by the panel which 
has been set up for this purpose. 

The building will be air-conditioned. It will have elevators. It 
will probably have a generating plant in it for emergency purposes, 
but to all intents and purposes, it will be an up-to-date building. It 
is intended that it will accommodate the State Department, the FOA, 
the USLA, and the attachés. 

Mr. CLevencer. How many square feet of floor space is estimated 
for the new building? 

Mr. Kerrigan. We estimate 53,000 square feet gross of office space. 

Mr. Cievencer. How many square feet are in the rented quarters 
presently occupied? 

Mr. Kerrican. At the present time, using a comparable figure to 
render the same type of facility, you have 47,821 net square feet. 

Mr. Bow. My recollection is the present building is 26,000, the 
embassy office building now. 

Mr. Kerrigan. That is correct. The present space is 28,822, and 
we propose to add to this building space which you have not taken 
into account. There would be 3,677 square feet for the attachés 
and that would bring the figure up to 32,499. 

Mr. Bow. Are you figuring some housing in this building in addi- 
tion to the office space? 

Mr. Kerrican. We are not figuring housing as such, but we do 
propose to bring into it storage and warehouse space which will be 
approximately 16,000 square feet. 

Mr. Bow. Are not the attachés in this present building? 

Mr. Kerrigan. Apparently not. 

Mr. CLevencer. Perhaps you had better give us a general state- 
ment if you have anything more to add to your story now. 

Mr. Wixper. The basis for this project being a supplemental 
estimate was brought about by the Pakistan Government's offer to 
provide free labor in appreciation of the wheat loan made by this 
country. We feel that we must either accept or turn down the offer 
within a reasonable period of time. 

The Bureau of the Budget agreed that it was the type of item that 
should be presented promptly to the Congress. That is the basis for 
- being here at this time and why it was not included in the regular 

Mr. Cieveneer. Is that about all you have to say on this? 

Mr. Kerriean. The only other thing we might say, at the present 
time it is costing the Government of the United States $91,700 to 
rent and operate certain space. We estimate that it would cost us 
$61,500 annually to operate the building and maintain it, and to meet 
the interest costs on the amount of money we would have invested in 
the building, so we expect a savings to the Government of $30,200 
annually by virtue of taking this action. 

The only other thing that we might add is that we already have a 
site. Members of this committee have seen it. It is an ideal site. 
What we are doing in effect is taking advantage of an investment we 
have already made to that extent as well. 

Mr. CLeveNnGER. Do you have any comments, Mr. Bow? 

Mr. Bow. Mr. Chairman, when your subcommittee was in Pakistan 
last year an investigation was made of the existing properties, and 
I believe it was the feeling of your subcommittee that some change 
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should be made. The existing Embassy Office Building is now in a 
garage in Karachi. There was some question raised in our minds 
about the question of security. The office building was above the 
garage. Our code room is in that sel of the building above the 
garage and attached to an adjoining building. The committee in its 
report to you, Mr. Chairman, made reference to the site that they 
intended to build this on. I assume that it is Victoria Road. 

Mr. Kerrican. Yes. 

Mr. Bow. That was the site that was acquired in 1946. 

I believe that I should say that it was the opinion of your subcom- 
mittee, Mr. Chairman, that this project should go forward just as 
promptly as possible. It is my own personal feeling, with the offer 
that has been made by the Government of Pakistan to furnish the 
labor out of their appreciation of the wheat given to them, this might 
be a good time to do it. 

I might say, too, on the question of security—the fact that the 
code room is in this building—that what I said was not in criticism 
of the people in the building, or below, but generally it is just a bad 
situation to have exist. I am not pointing that criticism at the people 
of Pakistan, or anyone in the immediate vicinity of the building. I 
just feel from my own standpoint that would be bad at any post; 

arachi, or wherever it may be. 

Mr. Coon. I concur with the statements made by Mr. Bow, and 
I agree with what he has to say. 

Mr. Preston. I would like to make one comment about it. I have 
traveled extensively and visited many of our posts. I think that the 


building in Karachi and the one in Tangier are perhaps the worst 

uarters that our officials are in abroad, that I have seen. I think 
that both of those places should be corrected. The site for a new 
building in Karachi is magnificent. There is adequate land. The 
_ building would not be adjacent to any other building. It will be on 
a broad piece of eoperey and there could be constructed a building 


in keeping with the local architecture. We ought to get our people 
out of the place that they are in. There is an automobile agency as 
well as a garage downstairs. You are deceived when you first see 
the building. You do not think of it in terms of an Embassy office 
atall. It looks strictly like an office in connection with an automobile 
agency. 

I put great empbasis on the fact that the people in Pakistan are 
fast becoming our friends today, and the fact that they have offered 
to furnish the labor to construct this building should be a very vital 
consideration in determining whether we go forward with this project 
or not. Actually, we should do everything we can to cement friendly 
relations with these two countries because I believe that everyone 
agrees they are the type of people who will stand fast, and they are 
in a very strategic area of the world. We need friends in that part of 
the world badly. 

So, if this project would further the friendship of these two nations, 
I think that that would be considered as an affirmative proposition 
in reaching our decision. ' 

How soon can you go forward with this? Do you have any plans? 


i 
f 
( 


583 


Mr. Kerrigan. Not yet. We could commission an architect with- 
ina month. The panel is set up and has been operating quite satis- 
factorily. Asa matter of fact, we have architects engaged for all but 
one of our 1954 projects. There are altogether some 19 projects, 
and the architects are in the field working on them now. Within a 
month, we could commission one. 

Mr. Preston. You are going to air-condition the building? 

Mr. Kerrigan. Yes; we will. 

Mr. Preston. It is a hot climate. You should. 

Mr. Kerrican. Yes. 

Mr. Wiser. We have not formally accepted the offer of the Pakis- 
tanian Government. We are going ahead with the serious planning 
on it. 

COST OF BUILDING 


Mr. Bow. Will the gentleman from Georgia yield? I am a little 
concerned. I just wonder how you fix this price of $500,000 or $1 
million for the building if there are no plans and specifications. What 
do you base your $1 million on? 

Mr. Kerrican. We base it, sir, on the information that we have 
available in our office. It is subject, obviously to refinement on the 
actual plans. At the present time that is an estimate which is pre- 
dicated upon the square-foot area of the building required and the 
type of facilities that we propose to put in the building. It has been 
drawn from information that we have available to us from the field. 

Mr. Bow. You have no design of a building, no plan of a building. 
You have not resolved what you are going to put in it as yet. I am 
just questioning whether this is just a foot in the door, and whether 
this committee can feel the amount you are aksing for here is what it 
will cost us, or whether you will be back in here for other substantial 
amounts. I think that we ought to have a pretty definite plan, or 
some definite information as to what this is going to cost. It seens 
to me this is now just a figure that has been more or less taken out of 
tne air. 

Mr. Kerrigan. As compared to having plans and so forth, that is 
correct. We proceeded on our best judgment in the time span avail- 
able to us, and under the conditions that the appropriation arose. 
We do propose in the future to come before you with preliminary 
designs and preliminary costs so you can have as much assurance as 
we can give you. 

Mr. Bow. Do you have your work sheets with you from which you 
reached this conclusion? 

Mr. Kermaean. Yes, and I will supply them for the record. 

(The information is as follows:) 
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Department of State, foreign buildings operations, preliminary cost estimate 


Project: Office building, Karachi, Pakistan. 
Area, NEA; gross, 53,188 square feet; net, 37,188 square feet. 
Gross square feet, at $10 per square foot_____________-_-___-_-_-__- $531, 880 


Actual construction (building only): 


Miscellaneous not usually included: 

Generators including powerhouse 147, 000 


(a) Total actual building construction costs 


Other construction costs: 
Grading and landscaping, 2 percent 


Fences and walls, 2 percent -- 16, 460 
Garage, auto service and repair, chauffeurs wash room and locker 

room, 7368 square feet at $5 per square foot__________._------ 36, 840 


(b) Total miscellaneous costs 


(c) Contingencies, 10 percent 


Subtotal, (a), (6), and (c) 


Costs other than construction: 


Architectural and engineering fees, 5 percent_____-_--_.-------- 50, 000 


DevEeLopMENT oF Cost Data on A Proposep Unirep States GovERNMENT 
Orrice aT KaRacui, PAkIsTAN 


A, DETAILED AND COMPLETE EXPLANATION OF THE BASIS OF COSTING THE PROJECT, 

INCLUDING THE BASIS OF DETERMINING THE FACTOR OF $10 PER SQUARE FOOT 
1. Space requirement 

(a) Representatives of FOA, USIA, and the NEA Regional Bureau supplied 
information as to the number and type of personnel requiring desk space in the 
proposed office building. Specifically, this involved consultation with representa- 
tives of the NEA Regional Bureau, the Attaché Branch of the Department of 
National Defense and representatives of the USIA and FOA. 

(b) It was ascertained as result of these discussions that 222 persons (persons 
actually now on payroll and physically present at Karachi) would be required to 
be housed in the new office building. 

(c) On the basis of title and rank a certain amount of square feet was allotted to 
each person. 

(d) The total number of square feet for personnel was determined and added 
thereto were items such as conference room and snack bar, plus 10 percent for 
expanded needs and 20 percent for circulation and service (such as elevators, 


corridors, etc.) and added thereto finally was warehouse space, bringing the total 
to 53,188 square feet. 


2. Cost factors 


(a) General.—The figure of $10 per square foot has been obtained by basis of 
comparison. Specifically, FBO has considered its building costs at other compara- 
ble ts and selected $10 per square foot as the most probable cost. Actually, 
FBO has not undertaken any new construction in Karachi. The nearest approach 
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to actual construction in Pakistan has been undertaken in Dacca. At that post 
FBO erected two prefabricated houses. The cost of materials was not involved, 
but only labor costs. It was found that labor costs were actually $6.35 per square 
foot. In other words, it cost $13,334 for labor costs on 2 houses containing a total 
of 1,050 square feet. These were small jobs and the cost per square foot for labor 
should be less on a large office building project. 

In arriving at the cost per square foot to be used, the office building cost at 
Ankara was taken into consideration. Incidentally, the type of building to be 
erected at Pakistan should be along the line of the office building at Ankara. 
The pictures of the Ankara office building show it to be one representative of the 
United States interests in Turkey rather than cheaper construction such as under- 
taken at a small post like Aden. At Aden the office building cost was $6.20 a 
square foot. The office building at Aden was constructed with masonry walls 
which were then stuccoed and steel stock windows were used and the building 
did not include the refinements usuallv put into a larger office building. {it was 
not deemed necessary in view of the size of Aden to undertake more costly con- 
struction. The cost, as stated above, for Ankara was $i3 per square foot. It is 
not believed that costs will run as high at Karachi because Karachi is a seaport 
town and materials can be freighted in or shipped in and be made available on the 
site at an acceptable cost. At Ankara it was necessary to transport a great deal 
of material overland at highly increased transportation costs. At Hong Kong 
cooper director has advised that the cost of construction per square foot will 

$11. 

(b) Air conditioning.—The cost of the air conditioning was determined by past. 
experience in office buildings of approximately the size of Habana and Manegua. 
The cost of air conditioning would vary according to the type of air conditioning 
used. We have figured on using Freon type compressors with a central plant, 
using ducts. 

(c) Power.—A powerplant, which is usuallv necessary when air conditioning is 
used in foreign cities, is based on requiring a 350-kilowatt with standby generator. 
Although power is available at Karachi, it is fluctuating and it has been our expe- 
rience at most posts that a constant voltage cannot be depended upon and in which 
case it is impossible to operate large motors that are required for the air-condition- 
ing equipment. The cost of the generators, switchboard and necessary equipment 
would be approximately $105,000. The amount shown in the estimate of $147,000 
includes the building to house the power equipment. This building would require 
heavy industrial type construction as it will be necessary to install overhead 
cranes to handle the equipment. 

(d) Elevators —The estimates on the elevators were obtained by comparative 
costs of elevators at other posts and from estimates provided by the Otis Elevator 
Co. An allowance of $4,600 per opening was made for the elevators. Assuming 
the building to have four stories and basement, by using 2 elevators there would 
be 10 openings, or 10 times $4,600, or $46,000. 


B. ESTIMATED CUBIC FOOT CONTENT AND COMPUTATION OF COST PER CUBIC FOOT 


The square-foot area of the building is estimated at 53,000 square feet. Normal 
practice to convert square feet into cubic footage is to multiply the square feet 
amount by 10. In this case it will produce a cubic content of 530,000 cubic feet. 
The dollar cost is, accordingly, estimated at $1 per cubic foot. 


.C. ANALYSIS OF COMPARATIVE COSTS WITH PARTICULAR ATTENTION TO INCLUSION 
OF ALL COSTS (OF MR. MACY’S LETTER TO MR. WAILES ON HABANA AND RIO) 


In regard to comparative costs in reference to Mr. Macy’s letter, data has been 
submitted taking the same approach as Mr. Macy. For example, our statement 
shows that the annual rental costs at present are $60,000 and that present operat- 
ing costs are estimated at $31,000. Please note that detail accounts for the rented 
space at Karachi are not available because the vouchers are prepared not on a basis 
for each rented property but are prepared in such a manner that a single voucher 
is drawn for costs on all properties, on items such as heat, light, and fuel. How- 
ever, to overcome this lack of specific detail account data by property, the esti- 
mated operating costs has been deliberately set high at $31,000. In projecting 
what the future holds as far as operating costs for a new office building are con- 
cerned, the same approach has been taken as was taken by Mr. Macy. The 
estimated operating costs of a new office building has been set at $39,000. In- 
terest has been shown at 2% percent and a depreciation factor has been included. 
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This shows that we will spend a total of $61,000 to operate the new building, 
We are at present spending $91,000 for rented quarters, including operating costs, 
Therefore, an annual saving of $30,000 results from the construction of the pro- 
posed office building. 

TANGIERS 


Mr. Preston. What are you doing in Tangiers? Are you doing 


Mr. Kerrican. We have acquired a site which is suitable for the 
erection of an office building and an embassy residence—probably two 
separate buildings. We did not actually close the transaction until 
some time in March or April, but we have cleared away all the local 
problems now and an architect for that project has been contacted 
to come in and discuss with us his contract prior to proceeding with 
the matter to the field for the office building. 

Mr. Preston. That will be a great relief to me, to know that situa- 
tion is cured. There is nothing like it in the world. It is the most 
fantastic setup over there that you have ever seen, with a street run- 
ning right through the building. There must be 2,000 or 3,000 people 
a day who walk right through the building. 


RECREATIONAL FACILITIES AT KARACHI 


Now, getting back to the Karachi proposition, you have a morale 
problem. It is a hardship. Personally speaking, and I am not 
speaking for the committee, I hope that your plans will envision some 
type of recreational facilities in connection with the building for our 
people over there. I will state that the morale was high when we were 
there. Every person to whom I talked, the stenographers and the 
attaches, had high morale and were devoted to their tasks, and I was 
amazed to see the degree of zeal and energy they displayed in that hot 
climate, living under that rather adverse condition. But some 
recreational facilities in connection with this building would be of 
great help to the Americans who have to stay over there in that hot 
country. They live under rather austere conditions. 

That is all. 

CONSTRUCTION SCHEDULE 


Mr. Sikes. What is the construction schedule on this building? 

Mr. Kerrigan. The construction schedule on the building, in the 
sense of actually breaking ground—and I believe that is what you 
mean—It would appear that we would not be able to break ground 
until January or February. 

Mr. Srkes. How long will it take you to complete its construction? 

Mr. Kerrican. Certainly a year; more likely 18 months. 

Mr. Sixes. You are prepared, I take it, to move speedily in the 
event you receive the necessary approvals from the Congress? 

Mr. Kerrigan. We are. We discussed within the office the archi- 
tect suitable, and the panel is in operation. We can call it to meet 
within 2 weeks. It has been meeting roughly on a’2-weeks’ schedule. 
The best evidence of that is the fact we only got the panel in operation 
roughly in the latter part of January because of many restrictions— 
security investigations that were involved in the selection of the 
panel members—but since that time we have had the architect selected 
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for 18 or 19 projects and they are actually in the field at the present 
time, or are back here. 

So we can certainly commission an architect within a month, let 
us say. If we have difficulty in arranging terms, and so forth, we 
may have to go to someone else. 

Mr. Sixes. Off the record. 

(Discussion off the record.) 


COST OF BUILDING 


Mr. Sikes. You estimate $500,000 would include what? 

Mr. Kerrigan. The figure of $500,000 is inclusive of all but the 
Pakistanian labor costs. That would include all the machinery, 
everything but the Pakistan labor. The building is going to be air- 
conditioned with elevators and some source of power. I am afraid 
that the best description I can give you is a negative one—all inclusive 

except the local labor which will be available and paid for by the local 
government. 

Mr. Sixes. Have you estimated the annual savings to the United 
States? 

Mr. Kerrican. $30,200. 

Mr. Sikes. How do you arrive at that figure? 

Mr. Kerrigan. We first of all took into account the existing oper- 
ating and rental costs of the space that we have, which amounted to 
$91,700. We regard the type of space we have to be what we call 
class B space, and we will be moving into what we call 9 class A build- 
ing, and we expect we will be able to operate that, meeting the cost of 
interest on the investment, at roughly $1.67 a square foot, or a total of 
$61,500. 

I do not have the exact figures. 

Mr. Sixes. Will vou provide that breakdown for the record? 

Mr. Kerrican. Yes. 

(The information requested is as follows:) 


Comparison between present expenses in rented office building quarters and estimated 
expenses in a new office building 


A. Present annual costs: 
Annual rent. $60, 142 


91, 700 


B. Estimated annual costs if new office building is erected: 
Estimated operating cost : 
Interest on $500,000, at 2% percent... 
Annual depreciation, 2 percent 


Net annual savings 


! Actual building costs for individual buildings are not readily obtainable. Under the ienitinl, fiseal 
aa now used by the Department of State only countrywide costs by type of expense are reportable to 
fashington. Therefvre in computing operating costs for the existing and proposed office structure, Gen- 
eral Services Administration operating costs by class cf building were used. 

The existing space leised without utilities or service was computed on the basis of a B building, 
47,821 square feet, 2 gross operating cost of $0.651 per square foot equals $31,558. 

The provosed Office building was computed on the basis of a class A, air-conditioned building, 83, 000 
square feet, gross square foot operating cost $0.75 equals $39,000. 
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_ Mr. Coon. I understood you to say that you were figuring the 
interest on the investment. 

Mr. Kerrigan. At 2% percent. 

Mr. Coon. Is that a new procedure in figuring this, or is that the 
usual method in figuring this business? 

Mr. Kerrrican. It is a method which I would say is new, and we 
have adopted it because it is standard Bureau of the Budget practice. 
When it came time for the State Department to present its budget 
for the cost of operating the Habana building and getting the operat- 
ing money, the Bureau added in the cost of the investment of 2% 
percent as an annual cost to the Treasury, and so in order to be con- 
sistent with that we have presented it in that language. 

Mr. Coon. I am glad that you are doing that. I think it was the 
suggestion also of this subcommittee last year that perhaps you do 
that, because all the requests that were made for investments never 
figured in the interest charge. Any other business would figure an 
interest charge. 

Mr. Kerrigan. That is correct. It is the proper way to show 
what is the comparative difference. 

Mr. Coon. This is the first year that you have started figuring in 
your interest? 

Mr. Kerrigan. Yes. 

Mr. Coon. I am glad you are doing that. 

Mr. Cievencer. Would you not like to reconcile that figure a bit? 

Mr. Kerrican. That is a mistake. I am going to furnish the 
exact information for the record. 

Mr. CLevenGer. It is an inconsistent statement with your first 
one. 

Mr. Kerriaan. It is an improper statement. 

(Norr.—See p. 587 for detailed explanation.) 


AMERICA HOUSE IN NUREMBERG 


Mr. CLEvENGER. Give us a general statement on the next item, the 
information center at Nuremberg. 

Mr. Wixser. Mr. Cook might provide a better statement than we 
for the program purposes. 

Mr. Coox. With respect to the America House at Nuremberg, 
the owner is going to sell the building. He wants to sell it for $62,000. 
The cost of restoration—and we are renting that particular building 
now—to get it back into shape to return it to the owner would be 
$30,000. It would mean a net cost of $32,000. From an economical 
standpoint, since it is necessary, in our opinion, from a program 
standpoint, to have an America House in Nuremberg, this represents 
about a year and a half’s rent if we rented other quarters than this 
particular building. We feel economically it is a good thing to do, 
to go ahead and buy this particular building in view of the fact that 
we can get it for less than 2 years’ rent. ‘ 

Mr. CLeveNGER. That puts us permanently in the ownership of an 
item dedicated to this information program. 

Mr. Cook. It would give us title to this particular Broperty, which 
would be used as an America House, as a center of cultural activities 
for the populace in that particular area. 
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Mr. CLevENGER. Do you have anything more that you can tell us 
about that? 

Mr. Cook. There is considerable justification. 

Mr. Cievencer. Take Frankfurt. 


AMERICA HOUSE IN FRANKFURT 


Mr. Coox. The lease for the America House in Frankfurt expired 
in March. We moved into temporary quarters. We did not have 
the privilege of renewing the lease for the America House facilities at 
Frankfurt. 

The city of Frankfurt has made available a site under a 90-year 
lease on which we can construct an America House. Again, in terms 
of the economics of the situation, and the fact it is difficult to get a 
site in Frankfurt which would be as good as the one offered, we feel 
that we are justified in terms of the program needs in asking for the 
construction of this particular building at a cost of $400,000. 

I understand that the plans are all drawn and they are ready to 
begin construction. The architectural plans have been finished. 

Mr. CLevencer. This is just the beginning, I take it. 

Mr. Coox. We feel the America House in Frankfurt is an important 
center, as far as the America House activities are concerned. We 
have restricted and curtailed many of the operations in Germany. 
Mr. Boerner, who is the Public Affairs officer, is here. I know that 
he would be glad to speak to the needs, the availability and the 
usefulness of these particular America Houses in our program. 

Mr. CLevencer. What kinds of buildings are proposed? 

Mr. Cook. As far as the construction of the building is concerned, I 
think the Foreign Buildings Operations people can speak to the 
Frankfurt building better than I. 

Mr. Kerrigan. Again, it will be an up-to-date building. The 
design is complete. It is modern. I have a picture here of it [passing 

icture]. 
: Mr. CLEVENGER. Quite a rambler, isit not? What is the size of it? 

Mr. Kerrigan. That building is 27,300 square feet. 

Mr. CLeveNGER. How much space are you presently using? 

Mr. Coox. Eight thousand square feet. 

Mr. CLevencer. That is a good healthy growth, from 8,000 square 
feet to 27,300. 

Mr. Cook. That is the temporary space. We have moved out of 
the old building. 

Mr. CLevencer. How much were you using before? 

Mr. Cook. About 23,000. 

Mr. CLevencsr. What size building are you proposing to acquire 
in Nuremberg? 

Mr. Cook. About 11,000 square feet. We are not building. 

Mr. CLevencer. You are proposing to acquire, is that it? 

Mr. Cook. Yes, purchase the present building. 


CONSTRUCTION COSTS 


Mr. Cievencer. What is the cost per square foot for construction 
of this kind? 
Mr. Kerriean. About $15 a square foot. 
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Mr. Cievencer. Would that go for both buildings? 

Mr. Kerrigan. No. This is the Frankfurt building, and these 
figures are quite hard as compared to the other estimates where we 
have to draw from long distance. The round cost of that building at 
Frankfurt was $400,000. 

Mr. CLeveNGerR. For 27,000 square feet? Are you using any 
foreign-credit funds? 

Mr. Kerrican. It will be completely foreign credit. 

Mr. Cievencer. Are information centers being operated in these 
two places at the present time? 

Mr. Cook. Yes. 

Mr. Cievencer. How much property does the United States 
Government use in Frankfurt at the present time? 

Mr. Kerrican. I will have to supply that for the record. 

Mr. CLevencer. What is the average square-foot cost of occupancy 
in Frankfurt? 

Mr. Kerriaan. I will have to supply that for the record. 

(The information requested is as follows:) 


The average square-foot cost of office space occupancy in Frankfurt is as 
follows: 


Per square foot per annum for requisitioned space_____________________. $1. 08 
Per square foot per annum for leased space J . 96 


Mr. CLevencer. What is the cost per square foot for buildings in 
Frankfurt for office space? 
Mr. Kerrigan. You see, we are still operating in requisitioned 
buildings, and the costs are not really representative. I do not know 
the cost in detail because Germany has been operated as a completely 
decentralized operation. I do not have that information. We can 
et 1t. 

Mr. Cievencer. What is the average American cost for like 
buildings per square foot for office space? 

Kerrican. For this type of building? 

Mr. CLevENGER. Yes—comparable buildings. 

Mr. Kerriean. The square-foot cost would be considerably higher. 
I will supply costs on a representative basis for the record. This is 
a special-purpose building. It will have an auditorium and a library 
and a projection room. 

Mr. CuLevencer. It is about $15. 

Mr. Kerrican. It could be. It would be safer for me to give you 
a true comparison. 

Mr. Cievencer. That is about what you are requesting. 

Mr. Kerrigan. You asked me to give you a comparative square- 
foot cost on buildings in the United States. I say to you that I will 
furnish that for the record, selecting a building which is similar in 
design and similar in its use. 

(The information requested is as follows:) 

Upon investigation to find the comparative costs in the United States of 
America for construction of buildings identical to the America House proposss 
for Frankfurt it was found that costs on identical structures were not readily 
available. However, for buildings of a similar quality, architecture, size, and 
climate it was the opinion of the architectural firm of Skidmore, Owings & Merrill 
that the costs would be $20 per square foot in the northeast region of the United 
States of America compared to $15 per square foot in Frankfurt. 
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Mr. CLevencer. Can you not see the concern a person would have 
being on this particular committee like we are? I am again reminded 


g of the old snake story that an old lady told me in the West. If you 
at cut 1 of them in 2 with a hoe each half will grow. I cut 1 of these in 

2 last year and I saw the 2 pieces grow and each piece became as 
ny large as the original. Can you not see if you get an elaborate place 


in Frankfurt and Nuremberg and various other towns the sky is the 

limit? It will cost you more than the State Department soon to 
se house this one information activity. It is something that you should 
be concerned about before it spreads all over the world. There is a 
question in my mind whether it builds good will for us, and that is 
what I am interested in getting, next to having an ally with some 
beef on his bones. 

Mr. Coupert. Mr. Chairman, I notice these two items, Nuremberg 
y and Frankfurt, refer to consular and America House. What is the 
; significance of the term “‘consular’’? Does that house the consulate? 

Mr. Kerrican. This is a part of what was originally identified as 
the consular America House program in Germany. It was investi- 
gated by the Brownson committee, and finally the Bureau of the Bud- 


es 


vg get, and it then became the consular housing project in Germany. 
8 There was left only the office buildings and the housing. It is merely 
6 a hangover. 

Mr. Coupert. In other words, the title is meaningless, and neither 
, of these proposed buildings will house any consulate facilities, or any 
other State Department facilities other than the information program? 
‘ Mr. Kerrican. That is correct. 
‘ 


INFORMATION CENTERS IN GERMANY 


Mr. Couprert. How many other America Houses or equivalents 
° are there in Germany presently operating, or contemplated in the infor- 
mation program? 
Mr. Cook. We have 22 at the present time and 20 contemplated 
in fiscal year 1955. 
| Mr. Coupert. Twenty-two buildings which operate as United 
States information program centers, all being in addition to Embassy 
buildings and consulate facilities and military facilities? 
Mr. Cook. That is correct. 
Mr. Coupert. What cities are the 22 presently in? 
Mr. Cook. Berlin, Cologne, Munich, Stuttgart, Kiel, Regensburg, 
Passau, Hof, Heidelberg, Bremen, Essen, Kaiserlautern, Darmstadt, 
Marburg, Hannover, Frankfurt, Frieburg, Hamburg, Kassel, Koblenz, 
Mannheim, and Nuremberg. 
Mr. Couprert. How many of them are owned by the United States? 
Mr. Cook. Essen is the only one. The present facilities were con- 
structed by the United States Government in 1951. The land is 
owned by the city. 
Mr. Covupert. All the others at the present time are under lease? 
Mr. Cook. That is correct. 
Mr. Coupert. Will we be confronted with a program to provide 
the funds to purchase any or all the others, or are they temporary in 
nature and intended to be disposed of? 
Mr. Cook. All except two are intended for continuation on a lease 
basis. The two would possibly be Berlin, which is presently being 
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studied, and cannot be presented here at the present time, and the 
other at Hamburg. 

Mr. Covuprrt. Do you happen to have available the overall cost 
of the maintenance of this real estate in Germany for the information 
program? 

r. Cook. I do not have it immediately available, but we can supply 
it for the record. 

(The information requested is as follows:) 


Cost of the maintenance of real estate in Germany for the information program 


Reimbursements to HICOG for rents, utilities, maintenance, and repairs: 


USIS Germany $498, 714 
VOA Munich 22, 275 


Subtotal 520, 989 


Direct payment for rents, utilities, maintenance, and repairs: 
America Houses 
RIAS 
Die Neue Zeitung 
USIS offices 


Total cost of rents, utilities, maintenance, and repairs for 
information program in Germany 

Mr. Couprert. How many consular offices do we have in Germany, 
if you know? 

r. Cook. Seven. 

Mr. Couperr. Located in seven different places? 

Mr. Wixeer. Yes, and most have been covered in the list that has 
been presented, actually. 

Mr. Coupert. Most of those seven should share space with some 

of these USIS real-estate facilities. 

Mr. Wiizer. I-do not know about the sharing, but I think they 
are located in various of the towns mentioned. There is some sharing 
of offices in Berlin, Bremen, and Munich, but there is no America 
House space in any of the consulates mentioned. 

Mr. Coox. Not to my knowledge. 


COST OF MAINTENANCE OF REAL ESTATE IN GERMANY 


Mr. Couprert. Mr. Wilber, could you conveniently furnish for the 
record the total cost of the real estate in Germany, for comparative 
urposes, occupied by the information program facilities on the one 
a and the consular and diplomatic facilities on the other? 
Mr. Wivser. I am sure we can. 
(The information requested is as follows:) 


Cost of maintenance of real estate in Germany, (1954 level) | 


Information program $1, 463, 465 
Diplomatic and consular functions 1, 377, 326 


2, 840, 791 
! Rents, utilities, maintenance, and repairs. 
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INFORMATION CENTER FACILITIES IN FRANCE, ITALY, AND ENGLAND 


Mr. Coupert. Again, for comparative purposes, do we have any 
real-estate facilities in France devoted exclusively to the information 
program? 

Mr. Witser. We have one that I can think of in Paris. There 
may be others. I do not know. 

. CoupvErRT. Does not someone know whether there are others? 

. Kerrican. In Paris. 

. Coupert. Only in Paris? 

. Kerrigan. In Paris. We can categorically say the Roths- 

If you wish to broaden it, we would have to examine it. 

. Coupert. I am asking for all of France. 

. Kerrigan. The only thing to our knowledge is the Rothschild. 
. Coupert. What facilities does the information program have 
way of real estate in Italy and in England? 

Mr. Kerrigan. They occupy in London, for example, one of the 
buildings that is located in Grosvenor’s Square. In Italy it is a 
separate library building. I do not know if it is Government-owned. 
We will supply that for the record to verify it. 

(The information requested is as follows:) 


Facilities leased for USIS information centers 


Square | Annual | Annual 
feet 1} 


rer 
Big 


PERSONNEL USED FOR MAINTENANCE OF INFORMATION FACILITIES IN 
GERMANY 


Mr. Coupert. Does anyone know what the total personnel is used 
for the maintenance of the information program facilities in Ger- 
many—these real-estate facilities and offices that you referred to? 

Mr. Cook. I do not know offhand. 

Mr. Covupert. Can you find that out? 

Mr. Coox. We will have to find that out. 

(The information requested is as follows: ) 


The total personnel used for the maintenance of the information facilities for 
Germany is 107. 


AMERICA HOUSE IN FRANKFURT 


Mr. Bow. When were these plans drawn for the house in Frankfurt? 

Mr. Kerrigan. They were started roughly in September of 1952 
and completed some time prior to June 1953. 

Mr. Bow. Is that the plan there that you have in front of you? . 

Mr. Kerriaan. That is correct. 
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Mr. Bow. Has that been submitted to the panel? 

Mr. Kerrigan. No; it was not submitted to the panel, and none 
of the German designs were on the office buildings, either. 

Mr. Bow. Has this been submitted to the Fine Arts Commission, 
or the similar body, in Frankfurt? 

Mr. Kerrican. It has received all local clearances, yes, which | 
assume is the Fine Arts as well. 

Mr. Bow. Where is it to be located in Frankfurt? 

Mr. Kerrigan. It is to be located in a park area. 

Mr. Boerner. I have the exact address. It is located at Stau- 
fenstrasse and Reuterweg. 

Mr. Bow. Is that the area where we contemplated some staff 
housing not long ago? 

Mr. Boerner. About 5 or 6 blocks from there. It is not too far 
away from the former location of the America House, if you know 
where it was in Frankfurt. 

Mr. Bow. Would you say that this is the most economical construc- 
tion we can build in Frankfurt, Mr. Kerrigan? 

Mr. Kerriean. I think that we could build it more economically. 
Whether or not it would produce the same effect I do not know. 
The building presumably has been designed to give a certain attrac- 
tion from a public sales job aspect. 

Mr. Bow. Who made the determination on the design and its sales 
aspect? 

Mr. Kerrigan. We accept the responsibility, the FBO, and for the 
purpose of it hired the firm of Skidmore, Owings & Merrill. They 
worked on a decentralized basis with our representative at Bonn, and 
we worked in close conjunction there with the program people of the 
High Commissioner’s office in developing not only the design to meet 
the space requirements, but the other features involved in that type 
of building. 

_. Mr. Bow. I would like to know something about the use of this 
building. How many people used the library last year? 

Mr. Borrner. I do not have the figures on that, but the Frankfurt 
Library, the Information Center, has been one of the most popular 
of the information centers, and a total of 15 million visits took place 
to the various America Houses over the last vear. 

Mr. Bow. That is for the 22? 

Mr. Borrner. Yes. 

Mr. Bow. And in those you say you have had about 15 million 
visitors? 

Mr. Boerner. Yes. 

Mr. Bow. When you say “visitors”, do you mean people who come 
in to just look around, or people who actually make use of the library? 

Mr. Borrner. Our check of visitors is of those who come in and 
make use of the library. 

Mr. Bow. And such as attending a theater? 

Mr. Boerner. Attending a movie program; attending a lecture or 
borrowing books. 

Mr. Bow. Walking in and looking at the designs on the wall? 

Mr. Boerner. No; we do not count the people who wander into 
the library and take a look at the exhibits, but the people who come 
into the various reading rooms are checked as visitors. 
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Mr. Bow. How many books were borrowed from the library last 
year? 

’ Mr. Boerner. From this particular library, I do not know. 

Mr. Posner. Books in English: the monthly circulation is 3,893. 
Books in German, the monthly circulation is 4,988. 

Mr. Bow. Those books are ‘actually borrow ed from the library and 
used in the course of the month? 

Mr. Posner. They are borrowed and taken from the library. 

Mr. Bow. How large is your library there? 

Mr. Boerner. The library varies from 15,000 to 45,000 books. 
At this library it is 29,012. 

Mr. Bow. How many books in English? 

Mr. Boerner. 22,221 in English. 

Mr. Bow. Are all the rest in German? 

Mr. Boerner. Yes, 6,791. 

Mr. Bow. What was your schedule of projection of motion picture 
shows there last year? 

Mr. Boerner. I am sorry that I do not have those figures here, 
sir. ‘They are in a summary and I can find them for you in a moment. 
This is as of last fall: The total figures on the movie circulation in all 
of Germany was something like 24 million persons last year. That 
is divided into showing under the sponsorship of individual com- 
mittees and America House showings, and so on. In a 2-week 
period we showed an average of 11 separate documentaries last year 
with an attendance at those 11 of 1,035. 

Mr. Bow. At each performance? 

Mr. Boerner. No; that is the total. 

Mr. Bow. The total? 

Mr. Boerner. Of the 11 showings; yes. 

Mr. Bow. One thousand and thirty-five? 

Mr. Boerner. Yes. 

Mr. Bow. That was a survey of a 2-week period? 

Mr. Boerner. That was an average made on the basis of a 2-week 
period over several months. It might be more or less. 

«t. Bow. How many personnel are in this particular building in 
Frankfurt? 

Mr. Posner. Twenty-five. 

Mr. Bow. Could it be assumed that probably the personnel attended 
the pictures? 

Mr. Boerner. Some of them, maybe 4 or 5 people at each one. 
They would be persons responsible for the showing. Some of the 
other program people might have dropped in. 


JUSTIFICATION FOR AMERICA HOUSE IN FRANKFURT 


Mr. Bow. Can someone give us just briefly the justification why 


we have to spend this $400,000 to build that building? What is it 
going to do for us? What is it going to mean to the American people 
and what benefit is going to be derived by the American taxpayer? 

Mr. Boerner. I think if I were attempting to justify the program 
for any America House I would point out several things. 

The first thing is that I think these houses have become an integral 
part of the German community, and I think they exercise a great 
influence on the Germans toward friendliness toward the United 
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States and acceptance and support for our program. I do not know 
of any other medium we use that has the same effect. 

They are, as I say, integral parts of the community. We find that 
out every time we try to cut one of them. The entire community 
rises up in arms, the mayor, the local Catholic bishop, the local protes- 
tant bishop, and the trade unions all send us a petition asking us to see 
if we cannot keep what they call their America House going. I think 
it is through this that we profit ourselves. We have this film program 
which goes out into the areas, and in this particular area we reach a 
lot more Germans than come to the house. We have a mobile pro- 
gram, and we sponsor a lecture program of visiting Americans that 
come through that sort of form a network around the area. 

Here in Frankfurt I suppose the population of the area reached by 
this America House in one form or another would be somewhere 
around 3% million people. It is a semi-industrial country. There 
are a lot of small towns with light industries. There is some, but very 
little heavy industry. There is some farming area. It is certainly a 
key area in the United States general program for Germany. 

aie: is located the Rhine Main Air Base with a concentration of 
American personnel. At Weisbaden there is the Air Force base and 
the headquarters only 20 miles away, and there is a concentration of 
American military personnel there. 

In Frankfurt, as you know, is located the headquarters of the 
Fourth Army. Eucom was there. A great deal of the work of this 
particular American House is concerned with the development of 
understanding and of a friendly attitude toward Americans, particu- 
larly those Americans who are in the area. 

Mr. Bow. Could you tell us what proportion of this use you refer 
to here is by American personnel that may be attached to the air- 
fields and the Fourth Army? 

Mr. Boerner. I cannot tell you that in figures. I say that it 
would run probably 4 or 5 to 10 percent; something in that range. 
The greatest use is in the sponsorship of German-American activi- 
ties that we have. 

For example, lecturers; we may have the Seventh Army Band 
Bive a concert to which Germans and Americans come. e may 

ave a visiting American artist of some sort appear, and then you 
have a larger proportion of Americans there. 

Mr. Bow. What percentage of the people that have been served 
there would you say are able to read technical books in English? 

Mr. Boerner. My guess would be that 16 to 20 percent of the 
— would be able to read English technical language books very 
easily. 

Mr. Bow. That would mean 22,000 English books we have there 
that would be available to about 20 per cent? 

Mr. Boerner. No, sir. You asked about technical books. 

Mr. Bow. A great many of the books are technical. 

Mr. Boerner. The studies that we have made indicate that some- 
thing like 76 percent of the people who come to the library indicate 
they can read English to a certain extent, and Professor Morley, 
editorial writer for the Wall Street Journal, who came there last year 
and looked into this very thoroughly and did some checking on his 
own account, came to the conclusion that 76 or 75 percent of the 
people who came in there were able.to use English. 
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Mr. Bow. You have mentioned that if we talk about opposing 
these programs you get a great protest from people around the city 
and the mayor and so forth. I might say this to you, sir: If the Fed- 
eral Government spent $400,000 to build a comparable building in 
my home town, gave free movies and had a library and gave the same 
services to my constituents that it is giving to the people in Germany, 
and then sought to close it, my office also would be flooded with pro- 
tests; so I do not think there is anything peculiar about that. 

My only interest in this is whether the American taxpayers are 
getting from their dollars what they should get, and whether we can 
justify expenditures of this kind abroad. I am concerned first about 
the building, whether it is the most economical and whether we have to 
spend this much money if it is necessary. 

Secondly I am concerned as to whether or not we have sufficient 
justification here to go ahead. 

The mere fact that they protest does not impress me too much, 
because I know some of the protests I get. 

Mr. Couprerr. Would the gentleman yield? 

Mr. Bow. I yield to the gentleman. 


RENTAL OF SPACE IN LIEU OF CONSTRUCTION IN FRANKFURT 


Mr. CovupErr. What rent have you been paying for the facilities 
for which the lease ran out on March 31 of this year? 

Mr. Posner. That figure was approximately $22,500 per year, sir. 

Mr. Coupert. Could you get sufficiently adequate facilities else- 
where in Frankfurt if you did not get the construction funds, for the 
same rental? 

Mr. Boerner. We have made a study of that. I think you have 
the results there. 

Mr. Couprert. The answer must be ‘“‘Yes” or “No.” 

Mr. Borrner. The answer is “No.” 

Mr. Couperr. You can rent facilities; can you not? 

Mr. Boerner. We can rent facilities, but not at a comparable 
cost. We made 2 or 3 checks, and we found that the cost of renting 
facilities was considerably higher than what we have been getting 
this particular place for. 

Mr. Coupert. You mean you could not get the same facilities for 
$22,000 you have been getting for $22,000? 

Mr. Borrner. No, sir. 

Mr. Covuprerr. Could you get facilities that would satisfy the in- 
formation program people for $30,000 a year? 

: Mr. Borrner. We tried 2 or 3 places. I believe the figures are 
ere. 

For 2,000 square meters in a comparable location the annual 
rental for the second and third floors is approximately $34,286, with 
an » 2a required of some $71,429, to be amortized over a 5-year 
period. 

For the same amount of space, with half of it on the ground floor 
and half of it on the second floor, as the proposed new construction 
would provide, the annual rental rate would be approximately $60,000, 
with _ advance of about $119,000 to be amortized over a 5-year 
period. 
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Mr. Couperr. If you take the first one with a 10-year lease, for 
$340,000, that particular information program objective could be 
carried out and you would be covered for a period of 10 vears, which 
is a lifetime in the world under present circumstances; is it not? 

Mr. Boerner. Yes, sir. That would be for the second- and third- 
floor space. 

Mr. Couperr. Therefore, in effect, the only justification you have 
for making a capital investment of $400,000 for this building is that 
somebody who is making policy is assuming that we are going to 
remain forever in Germany conducting this kind of operation for the 
Germans. 

Now, ® program that may be completely justifiable and necessary 
for a substantial period after such a war as we have been through with 
the Germans might not be justifiable for 30 or 40 years. That may 
be the question that is really at stake in this particular matter. 

That same reasoning, of course, may apply to your request for 
capital funds to buy the building in Nuremberg. 

Mr. Boerner. As to Frankfurt, as was mentioned before, there 
are seven consuls general in Germany. One of those, and one of the 
most important ones, is in Frankfurt. 

Presumably, if the program were considered necessary to be cut 
down progressively to the point where we were only in consulate head- 
quarters we would be in Frankfurt, so that if we continue to have a 
program of any scale in Germany presumably we would have an 
Amerika Haus in Frankfurt; if the program were voted by Congress. 

Mr. Coupert. Yes. 

Mr. Boerner. I might say with respect to th’s other thing, sir, if 
you will permit me just a few more words, that I think that the 
essential difference between closing an Amerika Haus and getting 
protests and closing a Federal institution in the United States is 
essentially this: That we have just finished 9 years ago a war with 
the Germans. 

Part of the job—at least I have considered it my job in Germany — 
was to persuade the Germans that in any future constellation they 
must not only be on our side but must strongly support and accept 
American leadership and enter into whatever struggle is going on on 
our side of the fence. 

T think it might be assumed by a lot of people that such an American 
institution as the Amerika Haus—the very name ‘“Amerkia Haus” 
might act like a red flag in an occupied country, but in this particular 
case, with this particular institution the fact is that the German 
Government in the city of Frankfurt, the German city government, 
has offered to buy the land for us and advance it to us. 

The Germans come in, in great numbers, as the figure of 15 million 
visitors would show. Then when they protest the closing of one of 
the hauses I think it indicates we have made some progress in con- 
vincing the Germans that American institutions, and particularly this 
sort of an institution, are something in their interest. 

While there may be something to the point of view that they are 
getting something for nothing, it is something which we want them 
to have and something which many people would assume they would 
not want to have and would gag at getting. 

Mr. Kerrican. There is one point that could be made on the so- 
called economic side, but not in terms of economies as such. 
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I think we sometimes speak here of capital investment, when there 
is no longer any use for the property, with the idea that we would 
not recapture by far a substantial amount of that. In the meantime, 
you have had the full use of the property which was designed to do 
the job. Assuming it had good design and good location it certainly 
should have good salability. 


TYPE OF BUILDING TO BE CONSTRUCTED IN FRANKFURT 


Mr. Covupert. The kind of building you are planning to build in 
Frankfurt is certainly not the kind of building that would be salable 
for private purposes or industrial purposes? 

Mr. Kerriaan. I agree. 

Mr. Coupert. It would have to be limited to some Government 
activity. 

Mr. Kerrican. It would have to be sold for substantially the same 
type of limited use. 

Mr. Couprert. The German Government alone, or some other for- 
eign government, might make use of it. It would limit your market. 


RENTAL PRICES 


Mr. Cook. Mr. Chairman, may I make one comment with respect 
to the comparison of rental prices? 

First of all, these are just surveys which are made for suitable 
space, if the space were available. The buildings surveyed are oc- 
cupied by private renters and there is no suitable space which is 
available in Frankfurt for any comparable price. In order to have the 
space you would have to have the building built and then rent the 
space, in Frankfurt. 

The other point in connection with the term of the program is in 
connection with the $34,000 annual rental with an advance payment of 
$71,000 to be amortized over 5 years. That is for space that would 
not be entirely suitable. It would be on the second and third floors. 

A comparable price for space which is comparable to this building 
we built is $60,000 with more than a $100,000 advance payment. So 
the $60,000 plus the $120,000 divided over 5 years would give you 
another $20,000 a year. 


OFFICE SPACE AT FRANKFURT 


Mr. Cievencer. Could you answer the question I asked a moment 
ago about how much space the United States owns or has under lease 
in Frankfurt? 

Mr. Coox. Well, we can answer it for the Information Program. 
We will supply the other for the record. I was giving this information 
on the comparability of cost. 

Mr. CLevenGcer. know. 

Mr. Cook. It is not a program forever. If you divide it or amortize 
it on your rental cost, if the building were available similar to this 
building being built 

Mr. CLevencer. Does anybody here have any idea how much 
space we have, which we either own or have under lease or under 
requisition in Frankfurt? 
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Mr. Wixser. Just for the State Department, Mr. Chairman: 
because the military has tremendous volumes of space there on requi- 
sitioned buildings and so on. We could get the figures for the diplo- 
matic and consular activity quite readily. 

oR CLEVENGER. Even that would be interesting, if we could have 
that. 

(The information is as follows:) 


Office space at Frankfurt 
[Square feet] 


Mr. Coon. What is the population of Frankfurt? 

Mr. Boerner. The population of the city is around 650,000, but it 
is a fairly densely populated suburban area with several towns of 
around 100,000. I would guess the area covered by this particular 
Amerika Haus would be somewhere around 3% million people. 

Mr. Coon. Are you safe in saying of a city of that size there is no 
space available at all, in that city? 

Mr. Boerner. Yes, sir. 

Mr. Coon. That is what you just said. It seems odd that in a 
city of that size you can say there is no place available you could rent. 


{r. Boerner. No suitable place available. 


Mr. Srxes. Off the record. 
(Discussion off the record.) 
Mr. Coon. That is all. 


Tuespay, JUNE 15, 1954. 
INTERNATIONAL CLAIMS CoMMISSION 


WITNESSES 


HENRY J. CLAY, ACTING CHAIRMAN 
RICHARD W. BERG, ACTING EXECUTIVE DIRECTOR 
E. B. WILBER, BUDGET OFFICER, DEPARTMENT OF STATE 


REQUEST FOR CONTINUATION OF UNOBLIGATED BALANCE 


Mr. CLevencer. The next matter deals with the International 
Claims Commission. The pertinent part of page 17 of House Docu- 
ment 428 will be inserted in the record. 

(The information is as follows: ) 


INTERNATIONAL CLAIMS CoMM.SSION 


“The appropriation granted under this head in the Supplemental Appropriation 
Act, 1954, shall remain available until June 30, 1956.” 


The Commission is required to complete adjudication of the $17 million Yugo- 
slav Claims Agreement fund by December 31, 1954. Up to August 1953 when 2 
acting members were appointed, only one-third of the claims had been settled in 
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3 years of operation. Soon afterward, the death of one of the acting members 
resulted in further delays in the work of the Commission while a new acting mem- 
ber was sought. . 

While claims settlement work is now progressing at a satisfactory rate, the de- 
lays encountered in 1954 make necessary this proposed provision continuing the 
1954 balance available for 1955 in order to complete the job by December 31, 1954. 


JUSTIFICATION MATERIAL 


Mr. Cievencer. Pages 1 through 4 of the justifications will be 
inserted in the record. 
(The information is as follows: ) 


Salaries and expenses, International Claims Commission, State 
(H. Doe. 428) 


Request for continuation of unobligated balance of June 30, 1954, until June 30, 
1955 


Appropriation to date ...-----. $220, 000 
Obligation to Apr. 30, 1954____ ,! 132, 737 
Expenditures to Apr. 30, 1954______- : 96, 976 
Budget estimate next fiscal year 
Enployment: 

Average number current appropriation 

Number involved this estimate 


EXPLANATION OF LANGUAGE 


The Commission is required to complete adjudication of the $17 million 
Yugoslav Claims Agreement fund by December 31, 1954. Up to August 1953 
when 2 acting members were appointed, only one-third of the claims had been 
settled in 3 years of operation. Soon afterward, the death of one of the acting 
members resulted in further delays in the work of the Comr i sion while a new 
acting member was sought. 

While claims settlement work is now progressing at a satisfactory rate, the 
delays encountered in 1954 make necessary this proposed provision continuing 
the 1954 balance available for 1955 in order to complete the job by December 
31, 1954. 

PURPOSE AND NEED FOR APPROPRIATION 


This Commission was created by the International Claims Settlement Act of 
1949 to receive and determine claims of the United States and of its citizens against 
foreign governments arising out of the nationalization or other taking of property 
of such claimants by the agreement of the Government of the United States to 
accept from such governments a sum in en bloe settlement thereof. 

Two such agreements have been made to date: (1) Yugoslav Claims Agreement 
of 1948 under which $17 million was paid in lump-sum discharge of all such claims 
for takings between September 1, 1939, and July 19, 1948, the date of the agree- 
ment; and (2) Claims Convention of 1950 with Panama, by which that Govern- 
ment agreed to pay $400,000 in full discharge of claims for certain specified takings 
and other injuries. One thousand five hundred and fifty-five claims amounting to 
$159 million have been received by the Commission under the Yugoslav agreement 
and sixty-seven claims have been received under the Panamanian convention. 

The act of 1949 specified that the operations of the Commission should be 
financed out of a 3-percent deduction from awards made to claimants. Public 
Law 242, approved August 8, 1953, raised this deduction to 5 percent and specified 
that work on the Yugoslav claims must be completed by December 31, 1954. Thus, 
a total sum of $870,000 was made legally available for reimbursement to the 
United States Government to defray the administrative costs of the Commission. 

On June 30, 1953, after 3 years of operation, the Commission had disposed of 
only 508 of the 1,555 claims against Yugoslavia and had settled none of the 67 
Panamanian claims. Some $505,000 was expended for administrative expenses 
during this 3-year period, leaving a balance of approximately $365,000 which might 
be appropriated for fiscal years 1954 and 1955 to investigate and settle the remain- 
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ing 1,000 claims. Against this ceiling the Congress appropriated $220,000 for 
fiscal 1954 in Public Law 207, approved August 7, 1953. 

Soon aiterward, two acting commissioners were appointed by the President; 
but before any appreciable progress could be made, one of the commissioners died. 
A successor was not appointed until March of this year. Thus, for this entire 
period, because of the lack of the required quorum, no decisions could be issued. 
Another factor which has delayed the work drastically was the requirement, prior 
to January, for full field security investigations of all the Commission’s candidates 
for appointment. In view of the fact that when the Commission was reinstated 
in August, only 3 attorneys were on the Washington staff, and only 1 man was 
available in Belgrade, it has taken an inordinate amount of time to build up the 
staff to its present level which is still under the minimum required. 

Because of these factors, the lapse rate from the loss of vitally needed man-hours 
has been extremely high. It is estimated that there will be a surplus of unobli- 
gated funds in excess of $34,000 by June 30, 1954, and instead of the scheduled 
performance by the end of April of the issuance of proposed decisions on 470 
claims and of the rendition of final decisions on 330 claims, the figures will read 
about 160 and 75 respectively—through no fault of the Commission itself. Thus, 
a much greater proportion of the work will have to be done in fiscal year 1955 
than was originally planned. 

BASIS OF ESTIMATE 


When the original budget request of $144,950 for fiscal 1955 was submitted, it 
was assumed, of course, that the bulk of the $220,000 appropriation for fiscal 1954 
would be utilized in that year. This was not possible for the reasons described 
above. It is now estimated that a minimum of $170,000 (including the $144,950 
in the regular estimate now before the Congress) will be needed to finance the 

stponed and increased workload during fiscal 1955 if the job is to be completed 

y December 31, 1954. This would still represent a savings of $9,700 out of the 
total amount to be realized from the 5-percent deductions from awards, viz: 


Authorized deductions from claim awards: 
5 percent of Yugoslav settlement of $17,000,000 
5 percent of Panama settlement of $400,000 


Total authorized deductions from claims of $17,400,000 
Obligations, by fiscal year: 
1951 


1954 (estimated) 
1955 (estimated) 


Total estimated obligations 


Of this total estimate of $170,000, $141,400 is needed for personal services in 
Washington and Belgrade, including salaries of local employees in the latter place. 
This would provide for a peak staff of 52 persons in July at an annual rate of 
$252,094, which would decline as the fieldwork is completed, to approximately 
35 employees by the first of December. 

The total of $28,600 for other objects is due to travel costs, per diem, and other 
costs explained below. Included in this total is $15,500 needed to bring the 
American perscnnel on the field staff in Yugoslavia back to the United States. 


Travel: 
Return of field staff to United States 
Per diem of field staff in Yugoslavia, away from official station over 
half the time 


Communications services: Calculated on the Department’s current 
experience factor of $106.80 per man-year (21 man-years X $106.80), 
$2,243 rounded to 

Rents and utility services: Calculated on the Department’s current ex 
rience factor of $4.02 per man-year (21 man-years X $4.02), $84 rounded 
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Printing and reproduction: Calculated on the Department’s current 
experience factor of $27 per man-year (21 man-years $27), $567 
rounded to 

Other contractual services: Calculated on the Department’ s current 
experience factor of $43.34 per makes (21 man-years X $43.34), $910 
rounded to maine 

Supplies and materials: 

Calculated on the Department’s current experience factor of $64.61 
r man-year (21 man-years by $64.61), $1,357 rounded to 
ovision for gas, oil, and other expenses of automobile transporta- 
tion in Yugislavia_ 

Taxes and assessments: Calculated at one-half the estimated expense in 
fiscal year 1954, to cover employer’s contribution for seal ee subject 
to Federal Insurance Contribution Act d 


GENERAL STATEMENT 


Mr. CLevenGcer. Have you a statement to make? 

Mr. Cuay. I wish to file this statement, Mr. Chairman, to conserve 
the committee’s time. 

(The statement is as follows:) 


Gentlemen, I am before you today for the — of requesting inclusion of 
special appropriation language to enable the International Claims Commission 


to expend during the next fiscal year unobligated funds—in the amount of some 
$34,000—originally appropriated for use in this current fiscal year. With this 
special language, I have every reason to believe that the Commission can com- 
plete its work on the claims now before it on schedule—that is by December 31, 
1954 


As the members of the committee know, this Commission was established in 
1950 to adjudicate claims of American citizens for the taking of property by 
Yugoslavia as covered by the Yugoslav Claims Agreement of 1948. Subsequently, 
a similar set of claims against Panama was assigned the Commission. It is our 
duty to decide, on the basis of evidence presented, what claims are valid. Where 
a claim is allowed, we render an award thereon to be paid out of either the Yugo- 
slav claims fund or the Panamanian claims fund. These funds consist of money 
paid to this Government by Yugoslavia and Panama for the purpose of settling 
these particular claims. 

During the first 3 years of its existence, approximately 501 claims were settled 
at an administrative cost of $504,360. Because of this unsatisfactory progress, 
the President reconstituted the commission on June 30, 1954. 

Originally, the International Claims Settlement Act of 1949 stipulated that 
3 percent should be deducted from awards to claimants to reimburse the United 
States for the administrative expenses of the Commission in processing these 
claims. The act also required that work on the Yugoslav claims be completed 
by March 10, 1954. 

The Congress, by amendment approved August 8, 1953, increased the amount 
deductible for expenses from 3 percent to 5 percent and extended the time for the 
determination of claims to December 31, 1954. At the same time $220,000 was 
appropriated for the operations of the Commission for fiscal 1954. 

m August 12, 1953 the President appointed George W. Spangler and Harold 
B. Teegarden as ‘acting members of the Commission. Unfortunately, by the time 
these men had thoroughly reorganized the Commission, issued new and simplified 
rules of practice and procedure, and hired enough staff to commence issuing de- 
cisions, Mr. Teegarden died in November 1953. With only one Commissioner 
on the job, the quorum required to conduct official Commission business was lack- 
ing and necessarily no decisions could be issued. However, throughout this period 
the Commission was building up its staff, making many of the necessary basic 
peeee decisions, investigating claims in Yugoslavia, and drafting decisions. On 

arch 4, 1954, I was appointed Acting Chairman by the President. 

At the expense of being immodest, I believe the Commission has done well since 
March. e have issued decisions in all but four of the Panamanian claims and 
we expect to complete these last difficult ones within 2 more weeks. We have 
issued decisions in almost 300 of the Yugoslav claims, leaving slightly over 800 
claims on which decisions must be issued before November of this year if we are 
going to finish the job by December 31 as required by present legislation. It is 
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my opinion that we can finish the job in the required time if the request presently 
before this committee is granted. P 

Briefly, I will describe the reasons for and the background of this request. 
Last summer, Congress, when it raised the loading charges from 3 percent to 
5 percent, allowed $365,000 to finance the Commission during fiscal 1954 and 
1955. Of this, $220,000 was appropriated for fiscal 1954. Both the House and 
the Senate have approved a figure of $130,000 for fiscal 1955. 

The bulk of this appropriation has been used for personal services. In August 
1953 there were exactly 3 attorneys on the payroll in Washington and 1 investi- 
gator in Yugoslavia. As you can see the greatest problem facing the Commission 
was to hire sufficient qualified people as soon as possible, in order to meet the 
December 31 dea‘line. The problem was compounded by the fact that prior to 
January 11, 1954—in the case of our attorneys and investigators, and prior to 
June 1, 1954—in the case of the stenographers and clerks, the Department of 
State required a full field security investigation before it would agree to make 
any appointments to the staff. Such investigations and other requirements took 
many weeks to complete. As a result, instead of building up the required staff 
in 4 or 5 months as planned, it has taken us nearly 10 months to become properly 
staffed. 

Because of this, the lapse rate resulting directly from the loss of vitally-needed 
man-hours has been extremely high. It is estimated that there will be a surplus 
of unobligated funds in excess of $34,000 by June 30 from the $220,000 appro- 
priated for 1954. Instead of a scheduled production by the end of June 1954 of 
700 decisions, we will only have issued decisions on less than 500 of the outstanding 
claims. Thus, a much greater proportion of the work will have to be done in 
fiscal year 1955 than was originally anticipated. 

I believe, however, that we can complete the task in the next 6 months as the 
Congress has directed. However, to do this, we will have to make up the work 
postponed from this fiscal year, thus operating at a higher level for fiscal 1955 than 
originally planned. Presumably, the best way to finance this is by using the 
surplus of $34,000 which we were unable to utilize during fiscal 1954. Distinct 
progress has been made since the internal reorganization of the Commission and 
to repeat myself I am certain that we can eompiete the work on tine if this 
request is granted. 


Mr. Cray. The substance of this request is based upon the inclusion 
of special language to enable the Commission to expend during the 
coming fiscal year unobligated funds in the amount of approximately 
$34,000 which were originally appropriated for use in this current 
fiscal year. Because of a delay in getting qualified personnel to per- 
form the services for the Commission in order to insure the completion 
of this work by the termination date, December 31, 1954, we are 
asking for the use of the unexpended funds in this current fiscal year 
to be applied to the first half of fiscal 1955. ‘ 

rw Cievencer. What do you expect the unobligated balance 
to be? 

Mr. Cray. From fiscal 1954 we expect the unobligated balance to 
amount to $34,000. 

‘ Mr. CLevencer. Do you expect to complete the work by Decem- 
er 30? 

Mr. Cray. I will say this, Mr. Chairman: If we are able to get the 
necessary personnel to send to Yugoslavia for evaluation, and if we 
can get the promised cooperation from the Federal Peoples Republic 
of Yugoslavia, 1 will say to you I have every reason to believe that 
on December 31, 1954, the Panamanian claims and the Yugoslavian 
claims will have been completed by this Commission. 

Mr. CLevencer. Without cost to the United States? 

Mr. Cuay. The cost of our expenses are deducted from the awards 
made to the claimants. 

The original loading charge was 3 percent. By the amendment of 
August 8, 1953, that loading charge was increased to 5 percent. 
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These deductions will be sufficient to take care of the expenses of the 
Commission. 

Mr. CLeveNGER. Any questions, Mr. Coudert? 

Mr. Couprrr. No questions, Mr. Chairman. 

Mr. CLevencer. Mr. Bow? 

Mr. Bow. I have none, Mr. Chairman. 

Mr. Coon. No questions. 

Mr. Preston. No questions. 

Mr. CLevencer. Mr. Sikes? 

Mr. Sikes. I think we have a very thorough explanation before us, 
Mr. Chairman. J do not see any necessity for questioning at this 
time. 

Mr. Cievencer. This then is a continuing of a policy of this 
committee that it would not cost the United States Government any 
money. This gives us the promise that it will be continued. 

Mr. Cuay. There are no taxpayers’ funds as such used to defray 
the costs of this Commission. Our expenses are received from 
loading charges against the awards from these several established 
funds. 

Mr. CievenGcer. Thank you. 

Mr. Cray. Thank you, sir. 


TvuespDAy, JUNE 15, 1954. 


DEPARTMENT OF COMMERCE 
BureEAU OF THE CENSUS 


WITNESSES 


LOTHAIR TEETOR, ASSISTANT SECRETARY FOR DOMESTIC 
AFFAIRS 

JAMES C. WORTHY, ASSISTANT SECRETARY (ADMINISTRATION) 

0. H. NIELSON, DEPARTMENTAL BUDGET OFFICER 

ROBERT W. BURGESS, DIRECTOR 

A. ROSS ECKLER, DEPUTY DIRECTOR 

HOWARD C. GRIEVES, ASSISTANT DIRECTOR 

Cc. H. ALEXANDER, BUDGET OFFICER 

JOHN W. BOATWRIGHT, REPRESENTATIVE OF THE INTENSIVE 
REVIEW COMMITTEE (OF THE STANDARD OIL CO. (INDIANA)) 


Censuses OF Business, MANUFACTURES, AND MINERALS INDUSTRIES 


Mr. CLEevENGER. We will take up the request of the Bureau of the 
Census, for the censuses of business, manufactures, and mineral in- 
dustries. The request is $8,430,000. 

The pertinent portions of pages 9 and 10 of House Document 428 
will be inserted in the record. 

(The information is as follows:) 


BuREAU OF THE CENSUS 


CENSUSES OF BUSINESS, MANUFACTURES, AND MINERAL INDUSTRIES 


“For expenses necessary for ee, compiling, and publishing the censuses of 


business, manufactures, and mineral industries as authorized by law, including 
personal services by contract or otherwise at rates to be fixed by the Secretary of Com- 
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merce without regard to the Classification Act of 1949, as amended; and additional 
compensation of Federal employees temporarily detailed for field work under this 
appropriation: $8,430,000, to remain available until December 31, 1957: Provided, 

hat this paragraph shall be effective only upon the enactment into law, during the 
second session of the Eighty-third Congress, of H. R. 8487 or S. 3121.” 


Legislation has recently passed the House of Representatives providing that 
these censuses shall be taken in 1955, to relate to calendar year 1954. This pro- 
posed appropriation is to provide for the first year’s cost of taking, compiling, 
and publishing these censuses. Additional funds will be required for the censuses 
in subsequent fiscal years to meet the total estimated cost of $13,085,000. 

This estimate is submitted in substitution for the appropriation entitled “Special 
surveys of manufactures and other businesses,’ for which an estimate of $650,000 
was included in the 1955 budget, on the assumption the legislation authorizing 
these censuses will be enacted. If the legislation is not enacted, the $650,000 
estimate under ‘‘Special surveys of manufactures and other businesses’”’ should be 
considered by the Congress. 


JUSTIFICATION MATERIAL 


Mr. CLevenGcer. We will also insert pages 1, 2, 3, and 4 of the 
justifications in the record. 
(The information is as follows:) 


Censuses of business, manufactures, and mineral industries 


(H. Doe. 428) 

Request, to remain aveilable intil Dee. 31, 1957_____ _- _... $8, 4380, 000 
Appropriation available in 1954_ 0 
Cumulative obligations to May 31, 1954 
Cumulative expenditures to May 31, 1954 
Budget estimate next fiscal year (1956) 
Employment: 

Average number current appropriation. 

Number included in this estimate (average) 

Actual employment, May 31, 1954 


PURPOSE AND NEED FOR SUPPLEMENTAL APPROPRIATION 


This estimate is submitted to provide for the taking of censuses of business, 
manufactures, and mineral industries covering the data vear 1954, as provided in 
H. R. 8487 passed by the House of Representatives May 3, 1954, and pending 
(as of May 28) before the Senate. The need for these censuses has also been 
investigated by a committee appointed by the Secretary of Commerce, which 
after canvassing more than 1,200 organizations and individuals, strongly recom- 
mended that these censuses to be taken for 1954. The House Committee on Post 
Office and Civil Service reported ‘it was strongly demonstrated that regular 
censuses of manufactures, mineral industries, and other businesses are vitally 
necessary to the continued growth and prosperity of the national economy 
(H. Rept. No. 1539). 
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Amounts available for obligation 


Estimate, 
Actual, 1953 1955 


Appropriation or estimate 
OBLIGATIONS BY ACTIVITIES 
1. Census of business 
2. Census of manufactures 
3. Census of mineral industries 
Obligations incurred 
OBLIGATIONS BY OBJECT 


Object Classification 


Total number of permanent positions.__................._-..- 
Full-time equivalent of all other positions... ..___-_....-___..- 
Average number of all employees 


01 Personal services: 
Permanent positions 
Regular pay in excess of 52-week base 


Total personal services 


Rents and utility services 
Printing and reproduction 
ony 
ervices pe. form y other 
Supplies and materials 
Equipment 
Taxes and assessments 


Obligations incurred 
salaries and grades: 
chedul 


Average grade 

Crafts, protective and custodial grades: 
Average salary 
Average grade 


Mr. Cievencer. Have you some statements you want to make? 


GENERAL STATEMENT 


Mr. TeeTor. Yes, Mr. Chairman, I have. 

The subject of this meeting is the appropriation for the Censuses 
of Business, Manufactures, and Mineral Industries. 

Business is defined as retailing, wholesaling and service industries. 
Manufacturing is manufacturing, just as it states. Mineral industries 
covers mining and smelting. 

On these censuses the total cost is to be $13,085,000, spent over a 
period of 3 years, with most of the expense in the first year, of course. 

The most expensive part of this is the Business Census, which 
includes all of the retailers and all of the wholesalers and all of the 
service industries. It is a very, very important factor in business 
planning, business planning for everyone. 

Mr. Crevencer. Do you have the original estimate of that Census 
of Business of 2 years ago? What was the original estimate? 

Mr. Trrtor. Two years ago? 

Mr. CLEVENGER. Yes. 
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Mr. TreTor. I do not know what the original estimate was then. 

Mr. Autexanper. The original budget for 1954 was $21 million, 
which included these three censuses, plus a Census of Transporta- 
tion and the purchase of a Univac machine. For these three censuses 
the estimate was about $16,730,000. 

Mr. CLEVENGER? $16,730,000? 

Mr. ALexanbDeR. That was the original 1954 budget that was con- 
sidered by this committee a little over a year ago. 

Mr. Bureess. Did you want to go back more than a year ago. 
Mr. Clevenger; further back than that on the prior censuses; or does 
this serve your purpose? 

Mr. CLevenGsER. This is a pretty good comparative figure. 

Mr. Buraess. Yes. 

Mr. Tretor. That has been reduced to $13,085,000; $9 million 
for the Business Census; $3.4 million for the Manufactures Census; 
and $685,000 for the Mineral Industries Census. 

As you know, this census was authorized to be taken in 1954. It has 
been taken every 5 years or so since 1929 up until this time. The 
funds were not appropriated in 1954, so we missed that year. 

In order to take it this year, or in the fiscal year 1955, we had to get 
legislation passed to authorize the census to be taken in 1955. Now, 
that legislation has passed the Congress, so in order to take the census 
the next step, of course, is to have an appropriation to take it. 

In these days you and everybody else in America, I think, is de- 
pending upon business to do a good job to help keep this Nation 

rosperous. Of course, a good part of the load is going to fall on 
it nm people and business planners, to do that very thing, so we 
have to have tools. 

Sound tools are very vital. These vital statistics or records of what 
we have in this country to work with are part of this census. We need 
those tools in order to do what we think is a necessary job not only 
in business but also in Government. 

Many Government agencies need these same tools that we need in 
business. The Council of Economic Advisers needs these tools. The 
Federal Reserve Board needs them. The BDSA needs them. The 
Department of Defense needs them. The Department of the Interior 
needs the mineral industries figures. 

It is not only for private business that we need these records, but 
we need them also for these various departments of Government. 


AUTHORIZING LEGISLATION 


Mr. Couprert. Mr. Chairman, I wonder if the gentleman would 

ield just at this point, lest I forget, and some of my colleagues are 
interested in this point. The legislation to which you refer, authoriz- 
ing the 1955 census: Was that mandatory legislation or merely per- 
missive of a census in 1955 which otherwise was only authorized for 
1954? 

Mr. TrerTor. It is my understanding it is permissive. 

Mr. Covupert. Purely permissive? | 

Mr. Teertor. Is that right? Can anyone correct me on that? 
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Mr. ALEXANDER. It is mandatory. The wording of H. R. 8487 
relating to this current proposal is this: 

Provided further, That the censuses of manufactures, of mineral industries, and 
of other businesses, including the distributive trades and service establishments, 
directed to be taken in the year 1954 relating to the year 1953, shall be taken in- 
stead in the year 1955 relating to the year 1954. 

Mr. Couprerr. Without that legislation, existing law would not have 
authorized an appropriation for a census; is that correct? 

Mr. ALExANDER. That is correct. 

Mr. Buregss. In this year, covering 1954. 

Mr. Treertor. It would be 1959 before we could take it. 


QUESTION OF BALANCING THE BUDGET 


Mr. Cievencer. Tell me this: Has the position of the Department 
of Commerce completely changed, with all bets off now in expendi- 
tures? Are we no longer operating under a program of trying to 
balance the budget or save some money? 

Mr. Trreror. We certainly are trying to do that. 

Mr. CLEvENGER. This question is not facetious. 

Mr. Trrror. Well, it is very serious with me. It is not facetious 
with me, either. 

Mr. CLevencer. You are here from Commerce, opening up the 
door that was closed 2 years ago by the Secretary for the further 
expansion of new airports. You are in here for a supplemental of 
$22 million, unlocking that Pandora’s box again. 

I have taken all the brunt and all the abuse for making the most 
substantial cuts that were ever made in this Bureau or in the Depart- 
ment of State last year. 

Is it now the position of the Secretary of Commerce that all bets are 
off = the sky is the limit and we do every fool thing that they want 
to do 

Mr. TreeTor. We will try not to bring—— 

Mr. CLevenGerR. Not only in the Census Bureau, but generally 
throughout the Department of Commerce. 

Mr. Terror. Well, it is certainly not the intention to bring in any 
foolish thing. 

Mr. CLeveNGer. Are some of these censuses new censuses we have 
never made? 

Mr. Trereror. No. This one we have made every 5 years from 1929 
until last year. 

Mr. CLevenGER. The business census and the mining and mineral 
census have all been taken since 1929? 

Mr. Treretor. What is the history of that? 

Mr. Burgess. The mineral industries census was last taken in 1939. 
The last business census covered the year 1948, and before that 1939. 
It is in the law for every 5 years. 

Mr. CLevenGer. I take it no longer am I to hold my shoulder 
against the door for appropriations for any of these things, but I am 
just to let you have your way and the sky is the limit? 

Mr. Teeror. Well, I would not think you could assume that, 
Mr. Clevenger. 
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Here is something that has been authorized by Congress at the 
present time. A lot of te 8 thought this was a very important 
thing. I would say that business is almost unanimous in feeling this 


is an 

Mr. CLevenGcer. Do you remember that last week the leader of 
the retail grocers of America was here in Washington, and his prin- 
cipal complaint was the growing size and cost of the Federal Gov- 
ernment, which was just rampant and growing like a mushroom all 
over the country? Do you remember it? He made the press, and 
he was here speaking for a big industry. That was the burden of 
his statement. 

Mr. Terror. Well, let us get this straight right at the very begin- 
ning. I am just as much interested in economical government as 
you are. 

Mr. Cievencer. I hope that is true. 

Mr. Teeror. I think you will find 

Mr. CLevencer. Will you make the same sacrifice to get it that 
I have made, by holding up the hands of the Secretary last year? 

Mr. Treror. Yes; but we are going to have to maintain a govern- 
ment. It does not mean you can eliminate all expenses. 

Mr. Cievencer. Great Caesar’s ghost. We did not cut away 
anything that was essential. 

r. Terror. We have to keep the Nation’s books. We cannot 
run a business this size without good records. Here is the biggest 
business in the world. We have millions of people in it who are 
doing planning, trying to run prosperous businesses. 

Mr. CLevencer. I have seen more people wrecked on the rocks 
of planning in the last 20 years than t think ever happened in the 
history of man. 

Mr. TretTor. You cannot run a business without planning. That 
is a truism, 

Mr. CLevencer. There is planning and more planning, and plan- 
ning of different kinds. 

Mr. Terror. Yes. 

Mr. Cievencer. I am afraid of a lot of it that has been done. 

Mr. TrereTror. You have to have planning, anyway. You have to 
have records. Business cannot do without it. Some of these things 
business can get for itself, but there are certain types of records 
business cannot get for itself. Only the Government can get these 
kinds of censuses. We have to have these kinds of censuses. 

Mr. Cievencer. I have found out that most businesses are organ- 
ized to the point that they have the best figures as to what is going 
on; obtained from current orders and current employment. They 
are better figures than these things that come out 3 years after you 
take them. On sewer pipe or brick or whatever it is the industry knows 
what is going on and what is to be done and how good business is. 
That is what I am interested in. 

Mr. Terror. Some of the manufacturers have pretty good figures 
on their own industries. We cover some of those Gultoteies and 
keep the industry figures and they pay for them. The industries 
themselves pay for some of those figures. 

Mr. Cuievencer. Great Caesar’s ghost. They keep them them- 
selves, among themselves, through their association, and they have 
them up to date. . 
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Mr. Teetor. That is right, in some cases. 

Mr. Cuevencer. I will bet you that the steel industry can tell 
you tonight what percentage of their furnaces were running today 
making steel. 

Mr. Teeror. They can tell you. 

Mr. Cievencer. They can tell you what the odds are likely to be 
in the next week or the next 2 or 3 months, too. 

Mr. Trrtor. Try to get that in the construction machinery busi- 
ness, and you cannot do it, because the records are not there to tell 

ou about that particular business. There are hundreds of other 
usinesses where there are no figures; but there are some with figures. 

Mr. CLevencer. I just wanted to get the background of the think- 
ing of the Department. I am tired of being the little piece in between 
these two layers of abrasive and trying to save this Government by 
making it solvent and getting its budget down so we can balance it 
and stop the retreat in the value of our dollar, which fades away. 

That is what most everybody is interested in; whether this 40-cent 
dollar is going to stay 40 cents or go to 35 cents. 

Mr. Yes. 

Mr. CLeveNGER. I am getting just a little bit weary of being the 
cutting edge in between that, and then in 1 week having the position 
all reversed. I take all of the ‘‘cussing’”’ from the towns that want 
to build a cow-pasture airport somewhere, when it was the policy 
of the Department of Commerce not to build them last year. They 
did not ask for them in the regular bill this year. Now you come in 
the supplemental, after we have sent a bill to the other body, and 
after it is passed, with a supplemental big enough to almost run a 
decent sized Department of Commerce. 

Mr. Terror. I am not competent to talk on the CAA bill. I 
think it might be better if we kept on the census, because I think 
I do know something about this subject. 

Mr. CLevenGcer. You ought to learn something from the people 
over on the other end of the Capitol, who can take a bill and raise it 
in every particular, raise it about $70 million, and then claim it is 
$28 million less than the House bill. There are some things evidently 
that even the Bureau of the Census has not gotten hep to. 

Pag Treretor. We wanted to make sure that we were right about 
this. 

Mr. CievenGer. All right. You talk about vour censuses and see 
if you can sell them to the boys. 


CENSUS OF MANUFACTURES 


I want to know what was the estimated cost of this census of 
manufactures? 

Mr. Terror. $3.4 million total. 

Mr. Cievencer. Which do you think is nearer to the ultimate cost? 

Mr. Terror. Over a 2-year period? 

Mr. CLevencer. Last year’s figure or the one you have here? 

Mr. TrxTor. We think this one is going to be the cost. 

Mr. CLEveNGER. You are not coming back for any more, to build 
it yp to $3.4 million? 

r. TeeTor. I do not think so. 
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Mr. ALEXANDER. Excuse me. $3.4 million is the present estimate. 
Last year’s estimate was $3.7 million for the census of manufactures. 

Mr. Teetor. That is what you asked. 

Mr. Crevencer. What is the figure of $2,130,000? 

Mr. Burcess. The 1955 obligation figure. We will be asking some- 
thing for 1956 and 1957. 

Mr. CiEevenGceER. I am getting some oil here. 

Mr. Terror. You asked me for the total cost. That is what | 
gave you. 

Mr. CLevENGER. I am talking about what your original estimate 
was. 

Mr. TrxrTor. Two years ago? 

Mr. Cievencer. Yes. 

Mr. Treeror. What was it; $3.7 million? It was $3.7 million. It 
is now $3.4 million. That is the total, over a 2-year period. 

remit CievencER. Which is going to be the nearer to the right 

re 
r. CLeveNGER. The 2-year-o e or the present 
Mr. Trxetor. The present figure. 


CENSUS OF MINERAL INDUSTRIES 


Mr. Cievencer. Now how about the census of mineral industries? 
What will that total cost be? 

Mr. Trertor. $685,000. That is the cheapest one of all. 

Mr. CLevenGcer. Well, we have less minerals than we had 2 years 


ago. 

Mr. Terror. There are fewer people engaged in it. 

Mr. CievenGcer. There are less minerals, too. They do not grow. 

What was the original estimate on that one? 

Mr. Buraess. $802,000. 

Mr. CievenGer. Your statement still goes that you think $685,000 
would be the ultimate? 

Mr. Teeror. Yes, sir; that is what we think. 


VALUE OF CENSUSES 


Mr. Cievencer. Who wants these censuses? 

Mr. Teeror. That is a question we asked ourselves. 

About the time that I came into this job the Secretary had appointed 
a committee to find out if the Bureau of Census was trying to get 
the right figures, and if it was getting the things that business needed 
for its planning. 

He appointed a committee called the Watkins Committee at that 
time to look into it. We would not take the word of the people who 
had worked in the Census Bureau for years and years. We thought 
it would be good to get a fresh viewpoint and see what business really 
thought about it. 

Watkins pulled in a total of nine people on that committee, the 
headliners in this business, the best people we knew from industry and 
also the professions. 

Mr. CLevencer. Were those the people that make a practice of 
printing results and selling them there? 
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Mr. Tretror. No. We have one man here today, Mr. Boatwright, 
who we will ask to speak on this subject a little later. He is with the 
Standard Oil Co. of Indiana. He is interested in planning for the 
Standard Oil Co. He needs statistics for marketing, mineral industries, 
and so forth. There are others like him. 

Well, this committee then appointed literally hundreds of sub- 
committees in all of the various industries, to see what they needed. 
Altogether there were about 1,000 businessmen brought into this 
question of censuses, to determine what they wanted, what they 
needed, and so on. They told us what they wanted and what they 
needed, and it was printed in a book. You have all had copies of 
that report. 

Mr. Crevencer. Are these figures obtained of sufficient value that 
the ones benefiting from them are willing to pay the cost of the census? 


SOURCE OF FUNDS TO MAKE CENSUSES 


Mr. Terror. Well, there is probably no way in the world you could 
collect for it. This is one of bas expenses of government that must 
be borne by all people. 

Mr. Cruevencer. This is part of the $2 a day we take away from 
every man, woman, and child in the United States, for government 
every day of the year, is it not? 

Mr. Treror. I suspect so, certainly. 

Mr. Cievencer. Yes. The poor devil who has no interest at all 
in this pays in large number for this special information. 

Mr. Terror. Yes. 

Mr. CLevenGer. For the fellow who is making money from him and 
exploiting him. 

Mr. Teeror. Of course, a lot of these people are getting jobs, also, 
from business. 

Mr. Yes. 

Mr. Terror. And we need jobs. We can have jobs if we do a good 
job of planning, so it is of value to all people. 

Mr. Cievencer. If a businessman does not want to fill out the form, 
is he required by law to do so? 

Mr. Treror. I think so; yes. I think it is the only way you could 
possibly get the census done. 

Mr. CLEVENGER. You propose to base this on the 1954 business? 

Mr. Treror. Yes, sir. 


COMPLETION OF CENSUS 


Mr. Cievencer. When do you estimate that the census will be 
made available to the public and the people who want to use it? 

Mr. Trretor. When would you say, Dr. Burgess? 

Mr. Buragss. Mr. Grieves? 

Mr. Grieves. It would cover about a year’s time. Twelve months 
after the end of the year. 

Mr. Cievencer. Then it would begin to dribble out. You 
remember last year when Mr. Bow got the census of housing 3% years 
old from Canton, Ohio, in the middle of 1953. 

Mr. Bow. Yes. 

Mr. Cievencer. Your answer is 1 year? 
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Mr. Grieves. It will begin—— 

Mr. CievenGcer. It will begin. 

Mr. Bureess. A year to a year and a half. 

Mr. Grieves. And then in the following year, in the next 6 months, 
the bulk of the reports will be out. It will take a whole year to get 
all of them out. 


VALUE OF CENSUS OF BUSINESS 


Mr. CLEvEeNGER. Can somebody give me an illustration of where 
the census would be of value to the average grocer, butcher, tailor, 
doctor, or dentist who has to help pay for it? 

Mr. Terror. I think probably it might be well at this time to ask 
Dr. Burgess to make some comments first, and then we would like to 
Ret a statement on the use of the census from Mr. Boatwright of this 

atkins committee, who is here. 

Mr. CLevenGceEr. That is about the last question I am going to ask. 
I expect some kind of an answer to it before we give you the money. 
You are talking for the money now. 

Mr. Treror. That is right. 

Mr. CLevenGcER. The me are down. 

Mr. Terror. Mr. Boatwright, would you like to answer that? 

Mr. Boarwricut. The question being as to what uses are made by 
any grocer, doctor, lawyer 

Mr. Cievencer. An illustration. 

Mr. Terror. Any small retailer. 

Mr. Cievencer. An illustration of where this would be of value to 
the average grocer, butcher, tailor, doctor or dentist. 

Mr. Terror. Or Standard Oil Co. 

Mr. Cievencer. I did not say “Standard Oil Co.” 

Mr. Boarwriaur. Let us take it on exactly the basis the question 
was phrased. 

Practically all of these trades that you mention, or service industries, 
have their organizations, and they are constantly appealing to their 
associations for information concerning the activities by counties or 
by townships or by lesser governmental areas. Now, I can speak about 
a service station. One of the most vital factors in the location of a 
service station is the business and industrial activity in a small geo- 
graphical area. The census figures provide us with benchmarks from 
which we work in determining the best locations for service stations. 
That is done not only for the Standard Oil Co., but that is done for 
the Joe Doe Public who wishes to invest his funds in a small business, 
to open a service station to serve a community. 

He comes to us and we help him in his location and we depend upon 
the census. 

ay grocery man depends upon his association to help him in his 
work. 

The small-business man with his headquarters in Evanston, IIl., 
works on exactly the same basis. 

Mr. CievenGcer. You are talking to a small-business man now. I 
kept my keys for 37 years, for the store, and never once relied on the 
United States Census. I would have lost the keys several times if I 
had waited for their —_. 

Mr. Boatwricur. Undoubtedly you are acquainted with the work 


of the small business people with headquarters in Evanston, Ill. 
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They have quite a statistical staff and do quite a bit of work with 
Government statistics and other Government reports in this field. 
It is an excellent little organization. 

Does that answer your question, Mr. Clevenger? 

Mr. CLEVENGER. Tt is up to you to make the answer. It is you 
who are asking for the money. If you think that is a good answer, 
that is all right with me. 

Mr. Buraess. Would you recognize, Mr. Chairman, that small- 
business men look in their trade periodicals and find some figures that 
they may get to meet their needs from those periodicals? If the 
periodical people tell us that they base their figures on the background 
figures they get out of the census, that seems to us to be an answer 
and to show that the census figures are of value. These quinquennial 
censuses are not the figures necessarily used immediately by the small- 
business man. 

Mr. CLevencer. They have been largely educated guesses anyway. 

Mr. Burgess. What is that? 

Mr. CLevenGceER. They have been largely educated guesses anyway. 
We have had that admission right here at the table. 

Mr. Buraegss. No. 

Mr: Crevencer. Before your day. I can find you the record where 
yore predecessor said that they were educated guesses. That is what 
they were. 

Mr. Bureess. Not all. I happen to have been in charge for 25 
ae of the figures reported on the census of manufactures by the 

estern Electric Co. I am sure they were taken from the company 
records. 

Mr. CLevencer. I would take it from the committee record that 
your predecessor sat where 1 of the 2 of you are sitting and admitted 
to me that on occasion even the decennial census was an educated 

uess. 
. Mr. Buresss. I would be interested to see the record of that. 

Mr. CLevenGER. We will dig it up for you if you want to see it. 

Mr. Burgaess. I think there are figures which go into the totals for 
the smaller concerns that may be educated guesses. If you take a 
composite made up for the large companies, talking about the census 
of manufactures, and take that from their records of what they pro- 
duced of this and that 

Mr. Cievencer. I am talking about the decennial census itself. 

Mr. Burgess. Of population? 

; Mr. Cievencer. In connection with that, yes. That was the reply 
t. 

"The incident arose of counting the high-school] children who had 

already been counted at home. 

Mr. Burcess. Mr. Eckler was here then. 

Mr. Cuievencer. I think Mr. Eckler will probably remember when 
his predecessor said they were an educated guess. I agree with him. 

Mr. Buregss. Mr. Rekler was present. Perhaps it would be of 
more value to have him speak. 

Mr. Ecker. Mr. Chairman, I do have in mind one specific exchange 
of inquiries here concerning the estimated cost of a certain operation. 
We were pressed to explain how we got a figure of—let us say $184,610. 
We proceeded to give you the assumptions we had to make to build 
up that estimated total. 
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I believe the chairman of the committee pressed us to say, “After 
all, that is just a guess as to what you need.” We were reluctant to 
refer to it as a guess, but finally, as I recall that particular case, | 
think it was agreed it might be called an educated guess. 

Mr. CLEevENGER, I remember the incident very well. It was over 
two busloads of schoolchildren from Michigan who were censused 
again over here in spite of the fact that they had come from home and 
had been counted. I thought that they made an admission that they 
might be counted twice. 

r. Ecxier. I would like to answer that specifically. 

Mr. Cievencer. Of course, your local enumerator, I guess, was 
paid a head tax for counting them. That is why he anideted oh count- 
7m ne visitors to the Capitol from districts, even though right near 
to him. 

Mr. Eckurr. Those persons enumerated away from home are 
treated by a procedure which involves the allocation of those schedules 
back to the place of residence that the person gives. 

We would actually make a check schedule-by-schedule to see if the 
families of those people had responded, and if they had we would 
reject this group of people. 

Mr. CLevencer. Go ahead and talk for your money now. 

Mr. Grieves. On this point, Mr. Chairman, I might call your 
attention to the fact that each of the forms used in the census is 
designed in the closest consultation with representatives of the industry 
which is going to furnish the information. One question always 
raised is: Can this type of information be furnished? 

I think the record would show on the business and manufactures 


censuses that the data are very reliable, because nae come from the 


companies. The questions are relatively simple. They are designed 
to be the kinds of things ordinarily found on the books or the records 
of the company, and the data stand up very well in use. They stand 
8 very well in all cases. We rarely have the accuracy of a figure 
challenged and find on investigation that it is erroneous. 

Mr. Teetor. One of the uses of the figures that did not come out 
in any of the—— 

Mr. CLevencer. Mr. Coudert? 

Mr. Couperr. No questions. 

Mr. Trrtor. Testimony so far is the use by manufacturers of the 
business census. A manufacturer in trying to determine where his 
market is must know where the retailers are, where the stores are, 
where the stuff is being sold. If he is selling a hardware item he must 
know where the hardware stores are. He uses it to tell him how many 
salesmen he should put in a district to call on a certain number of 
outlets, or how much money he must put into advertising. 

Mr. Cievencer. Mr. Bow, have you any questions? 

Mr. Bow. No questions. 

Mr. Cievencer. Mr. Coon? 

Mr. Coon. I would rather wait and hear the testimony. 

Mr. Cievencer. I would not want to foreclose your asking any 
questions. 

Do you want to ask any questions, Mr. Preston? 

Mr. Preston. You told him to talk for the money, and he is 
talking. I am listening. 

Mr. CLEVENGER. Al right. Go ahead. 
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Mr. Treror. This is of use to the manufacturer in determining 
where his market is, and where to put his sales pressure. It.is very, 
very valuable to him. 

Of course, the retailers use it, too, but I think probably the larger 
retailers use it more than the smaller retailers. 

One of the reasons that the smaller retailers go broke faster than 
the larger ones is because they do locate without investigation. They 
locate where there are too many already. 

Mr. CLevencer. They may assis in a good place, and some fellow 
takes your figures and says, ‘‘Here is a pretty juicy position for 
business I have overlooked,” so he opens up another store next door, 
and, “Bang” goes vour business. Another one is added to the 
bankruptcy court. 

Mr.Terror. Sometimes that happens. 

Mr. CLevencer. They are the people who have been putting the 
pressure on me. Some of the associations to which I used to belong 
admitted that is what they wanted the figures for. They might be 
overlooking a juicy piece of business that somebody else had. 

Mr. Treror. Of course, if there is business there that is not being 
properly serviced, then they are buying merchandise from a manu- 
facturer some place who is employing people who may live in your 
hometown and rely on good distribution for employment. 

We want the best and cheapest distribution we can get, do we not? 
We want to get the merchandise to you, the consumer, at the lowest 
possible cost. 

Mr. CLevencer. My Government has changed its position about 
concern for Americans who are working and wants to bring in ‘the 
cheapest merchandise in the world, with any standard of labor, into 
America to sell it without any duty on it. That does not make sense 
to me, either. 

Mr. TeerTor. It does not make sense to me, either. 

Mr. Cievencer. I am just an old, country merchant. I had to 
just anticipate a little bit what they were going to do to stay in 

usiness. 

I have seen many a business dry up simply because they did not 
study the psychology of the people who were competing with them. 

Mr. Treetror. Well, of course—— 

Mr. Cievencer. For the life of me, though, I would rather have 
the report that comes from the Secretary of State on the collections 
of the retail sales taxes, the collections which are just like a thermom- 
eter down the businessman’s neck. He can read it and he does not 
have to wait for 3 years to get it from you. He can tell the employ- 
ment. He can tell exactly the policies required, because they are 
interested in them. 

Mr. Teeror. Where do those figures come from? 

Mr. CievenGcer. They come from the secretary of state of Ohio. 
I brought one of those over here at one time. I do not suppose I 
have one here now, but we do not have to wait around for 3 years 
for you to tell us how business is in Ohio. I do not have one over 
here, but it is interesting. 

Mr. Teetor. We do not have anything like that in Indiana. 

Mr. Cievencer. It will tell you the trade in hardware, and just 
exactly where the money is being spent, except for food, because we 
do not tax that by a sales tax. 
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Mr. Teetor. Well, we do not have it in Indiana. 

Mr. CLevencer. We do not have any income tax in my State. 
I helped devise that stamp system over there, where they give you a 
receipt for the sales tax and the State gets it. Since then we have 
had plenty of revenue, and we have not had one-tenth or one-twentieth 
of the wild business in our State legislature. You have to keep it 
under control, and it has been ever since we have had that sales tax. 

Mr. Teertor. That is a grand system. I compliment you on hav- 
mf — in it, because I think it is one of the best I ever saw. 

r. CLEVENGER. I was a member of the retailers association 
which devised it. 

Mr. Treror. Yes, sir. It is fine, but that is not getting our records. 
You may have them in Ohio, but we have to have them in Indiana, too, 

Mr. Cievencer. I am not going to ask you any more about this 
thing. You sell it. 

Mr. Burecess. There are’l or 2 points, Mr. Chairman. 

Mr. Cievencer. | do not mind telling you that I feel like a man 
who has just had the rug yanked out from under him and fell ‘boom”’ 
on his nose right across the bathtub. 

Mr. Burenss. There are statistics that are needed for immediate 
use. The censuses are for the basic statistics, for the groundwork, and 
we complete them within about 2 years. Ina year or 2 years, within 
that period, there are the figures from these censuses. 

Now, there is another aspect that has not been fully understood, 
I think. That is the matter of the use of the census of manufactures, 
notably for the Department of Defense. I noted a letter from the 
Office of Defense Mobilization to the Secretary of Commerce, asking 
the Secretary of Commerce to put in the regular bill the census of 
manufactures every 5 years, and an annual survey of manufactures, 
which takes concerns over 250 employees and so on, to be used to tell 
in what parts of the country there are manufacturing plants; and, 
of course, they can have access to it to find particular plants where 
they can draw on them for supplies; and also to find the manufacturing 
plants which should be protected, this information for the Air Force 
to know where the potential targets in this country are. 

The regular channel for getting that information on hand and kept 
up to date, and getting the information that is essential for economic 
study, is through the census of manufactures quinquennially and 
the annual surveys. 

When we were here before we asked for money to give us the 
annual survey of manufactures. That was not approved. I think 
your committee actually approved the funds that would have given 
that, but I think the entire Appropriations Committee knocked that 
out. So at present we have neither of those resources available for 
the Department of Defense. 


STATEMENT OF DIRECTOR OF CENSUS BUREAU 


I can submit the fuller statement. f 

Mr. CLevencer. You can make it a part of the record. 

Mr. Bureegss. It was sent over Monday, I believe. That states 
the argument for this. 

(The statement is as follows:) 


| 
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Both the House and the Senate have within the past few weeks passed legisla- 
tior authorizing that censuses of business, manufactures, and mineral industries 
be taken covering the year 1954. The appropriation request now before this 
committee, as well as the authorizing legislation, was requested by the Depart- 
ment of Commerce primarily as a result of the recommendations made to the 
Secretary by a committee of outside experts appointed by him to reevaluate the 
census program. Their recommendations were based upon a very comprehensive 
survey of business and governmental needs which has been summarized and sub- 
mitted to this committee for its consideration. 

The intensive review committee, as it was called, under the chairmanship of Dr. 
Ralph J. Watkins of Dun & Bradstreet, was unarimous in the following recommen- 
dations relating to the proposal at hand: 

1. That the complete census of manufactures scheduled for 1954 on 1953 
data be taken ir 1955 on 1954 data, and continued thereafter on the original 
5-vear basis. 

2. That authority and funds be requested for the conduct in 1955, on 1954 
data, of the census of mineral industries. The cost is estimated at about 
$800,000. 

3. That legislation and funds be requested to conduct in 1955 on 1954 
data the census of business now authorized for 1954 on 1953 data. It is too 
late to prepare for a census covering the year 1953. The estimated cost is 
about $9 million. . 

4. That the next census of business, for reasons of economy, should make 
maximum use of information on address, kind-of-business, sales, and other 
relevart items, from the tax returns to the Internal Revenue Service and the 
Bureau of Old-Age and Survivors Insurance. 

Mr. John W. Boatwright, of the Standard Oil Co. (Indiana), who was a member 
of the intensive review committee, is here today representing the committee to 
present more completely their findings and recommendations and to answer any 
questions that you may have regarding their activities. 

In addition to the recommendations of the intensive review committee, the 
taking of these censuses has been strongly urged by many business organizations, 
including the board of directors of the U1 ited States Chamber of Commerce, the 
National Association of Manufacturers, the National Distribution Council, the 
American Retail Federation and many others, as well as governmental agencies. 

The estimate of $8,430,000 now before this committee represents the fiscal year 
1955 cost, and contemplates an additional appropriation of $4,655,000 in subse- 
quent fiscal years, or a total of $13,085,000. should like to eall to the attention 
of the committee that when the regular 1954 budget estimates were considered by 
the Appropriations Subcommittee of the House, the estimate comparable to the 
$13,085,000 total was $16,730,000. This significant reduction in cost is made 
possible by the introduction of procedures for fully utilizing the administrative 
records of the Bureau of Internal Revenue and the Bureau of Old-Age and Sur- 
vivors Insurance. 

Under present tax laws, all businesses must file income-tax returns and those 
businesses with one or more employees must file returns under the Federal Insur- 
ance Contribution Act. Under a cooperative program coordinated by the Bureau 
of the Budget, these agencies have arranged their records to reflect kind-of-business 
classifications similar in definition and concept to those used by the Bureau of 
the Census. Under the procedures that have evolved, approximately one-third 
of the business establishments of the country, generally those with no paid em- 
ployees, will not be required to make a separate return to the Bureau of the 
Census. Rather, the data needed, namely, location, kind of business, and annual 
sales or receipts will be taken from their income-tax return for the year 1954. 
For the remainder an up-to-date mailing list covering all business establishments 
having paid employees will be derived from the Old-Age and Survivors Insurance 
record of employers and a census return mailed to the establishment. The pro- 
cedure has been thoroughly tested, and the evidence at hand justifies its adoption 
for use in the 1954 censuses. 

A considerable amount of testimony as to the need for these censuses was 
presented to the Committee on Post Office and Civil Service in its consideration 
of H. R. 8487, and it is understood that statements and letters supporting this 
legislation were received from firms representing practically every phase of the 
national business economy. The following is quoted from the report of this 
committee (Rept No. 1539 of the House of Representatives, 83d Cong.): 

“At the public hearings before the committee it was demonstrated that regular 
censuses of manufactures, mineral industries, and other businesses are vitally 
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necessary to the continued growth and prosperity of the national economy. It 
was emphasized that such censuses are invaluable to the businessman in planning 
inventories and production schedules. These censuses are especially valuable to 
the small-business concern, which is not of sufficient size to maintain its own 
statistical department. Such censuses are also most valuable to the Government 
in planning measures to combat results of fluctuations in the business cycle. 

“If a portion of our national resources should be destroyed by surprise atteck, 
the quick inventory afforded bv these censuses of manufactures, mineral industries 
and other businesses would become absolutely essential. In such event, there 
pea be no time to stop and take inventory of what the Nation had left for its 

efense. 

In view of the widespread and insistent demand for census data as found by 
the Intensive Review Committee, as evidenced by the expressions of support 
furnished the House Committee on Post Office and Civil Service, and as con- 
stantly brought to my attention from all over the country and from some of the 
most ates tae Government agencies, including the Defense Department, we 
believe that this appropriation is urgently neoited. 


Mr. Cievencer. Now you have another census for $16 million, 
which is not all that is going to be required, added in the Senate since 
you were before us. 

Mr. Burcess. Under Agriculture? 

Mr. CLevenGer. Yes. 

Mr. Burecess. Do you want to discuss that? 

Mr. Cievencer. No. I will get enough discussion of that from 
the farmers when I get home. 

Mr. Terror. Mr. Boatwright, would you like to make any further 
statement, aside from the question you answered? 

Mr. Preston. Mr. Chairman, in view of the lateness of the hour, 
why do we not have Mr. Boatwright file his statement and then give 
us a brief opinion from his experience on this Commission as to what 
they developed as conclusions as to the necessity of these things? 

Mr. Teeror. I do not believe he has a written statement. 

Mr. Preston. Yes, he does have one. 

Mr. Txreror. Oh, he does. 

Mr. Burcess. Mr. Boatwright just came on, so it was not available 
to put in yesterday. 

Mr. Tretor. He has come from Chicago to make this statement. 
If you would wait for a few minutes—not over 5 minutes—could he 
talk for a little bit? 

Mr. Preston. Surely. We want to hear Mr. Boatwright. 

Mr. Cievencer. He can put his statement in the record, too. 


STATEMENT OF JOHN W. BOATWRIGHT 


Mr. Boatwriaurt. I will brief the contents of the statement, so 
that it need not be read. 
(The statement is as follows:) 


STATEMENT TO THE House APPROPRIATIONS SUBCOMMITTEE ON NEEDS FOR 
CENSUSES OF MANUFACTURES, BUSINESS, AND MINERAL INDUSTRIES 


My name is John W. Boatwright, general manager of the distribution eco- 
nomics department of the Standard Oil Co, (Indiana), It is my privilege to 
speak with you both as a member of the intensive review committee appointed 
by the Honorable Sinclair Weeks, and as a businessman vitally affected by the 
three censuses under consideration here today. I am sorry that Dr. Watkins, 
chairman of the intensive review committee, is out of the country serving as a 
member of General Van Fleet’s Commission. I shall do my best to cover the 
points that I believe Dr. Watkins would if he were here, and in addition shall 
comment briefly on each of the censuses from the business point of view. 
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First with regard to the composition and activities of the intensive review 
committee. There were nine of us: Dr. Ralph J. Watkins, director of research 
from Dun & Bradstreet and served as chairman: Prof. Murray R. Benedict, 

rofessor of agricultural economics of the University of California; Mr. Stephen 
DuBrul, executive in charge of business research staff of General Motors of 
Detroit; Mr. Peter Langhoff, vice president and director of research of Young & 
Rubicam; Mr. J. A. Livingston, financial editor of the Philadelphia Evening 
Bulletin: Mr. Myron 8. Silbert, vice president of Federated Department Stores; 
Mr. Lazare Teper, director of research of the International Ladies’ Garment 
Workers’ Union; Mr. Merrill Watson, executive vice president of the National 
Shoe Manufacturers Association; and your speaker constituted the membership. 

You will notice that this committee consisted of men entirely outside the 
Government owes no allegiance to the Bureau of the Census of the Department 
of Commerce. e were asked to survey the programs of the Bureau of the 
Census from the standpoint of their importance to our total economy. Our 
approach to this problem was to create panels to ccntact users of the census. 

ring a period of approximately 3 months a veritable avalanche of communi- 
cations and evidence concerning the vitality of census work flowed into the 
committee.” Banks, trade associations, labor organizations, agricultural, busi- 
ness, and financial groups, chambers of commerce, professional advisory groups, 
and so on threw their energies into the presentation of evidence on census activi- 
ties. From this avalanche of information, it is fair to say that the programs of 
the Bureau of the Census received an overwhelming vote of confidence and are 
regarded by our business people as absolutely essential to the effective function- 
ing of our econemy. 

As a member of the committee, I shared the feeling of the other members 
that the American economy will be seriously damaged if business is deprived 
of the factual information essential for the exercise of economic intelligence on 
many decisions. This economy and business members of this economy cannot 
function jn the dark based upon hunches or guesswork, and yet the progress of 
our economy is the result of these myriad decisions that are made every day 
and every hour by both private agencies and public representatives. If these 
decisions are to serve the public welfare, they must be informed decisions 

The programs of the Bureau of the Census are the foundation stone of our 
economic intelligence, both public and private. Such fact finding is very much 
in the publie interest. To allow this service to be neglected or to experience the 
process of gradual erosion is undesirable and contrary to public interest in the 
current times when both economie strength and military strength are so imperative. 

Among the 51 recommendations made by the Intensive Review Committee 
were 3 constituting the matter of consideration here today, namely: the censuses 
of manufactures, business, and mineral industries. 

The last census of manufactures covers the year 1947. In the 7 intervening 
years Our productive economy has undergone substantial changes. Old businesses 
have greatly modified their products, introduced new lines, and new producing 
methods. Kew businesses of great significance to the economy have been born. 
In fact, the innovations introduced in our manufacturing operations reflect the 
results of the expenditure of almost $4 billion per annum in technical research 
by Government, industry, and universities. Inevitably this leads to a flow of 
new products, increasing the general standard of living of our economy, and yet 
we do not have a benchmark indicating progress and direction. 

Our manufacturing capacity has been developed to a very high level in terms 
of our economic needs. It is desirable to utilize this capacity. What new 
markets have been created and where, what additional employment is offered, 
and what general improvement of the level of our operatioms characterizes the 
past 7 years, needs to be measured in detail. Certainly such facts are of vital 
significance and strongly recommends consideration of Congress at this time. 

The last census of business was based upon 1948. Populations have shifted, 
new centers of economic activity have been created, markets for new products 
have been established, new flows of merchandise have come into being during 
the past 6 years. Markets today, in the light of productive capacity, are of 
untold business and economic significance. Where to locate retail outlets, what 
lines of merchandise should be handled, etc., must depend heavily upon facts 
brought together by the census of distribution. 

The last census of mineral industries was taken in 1939. The data from that 
study are of historical interest only. Unfortunately, they are the last available 
on many points affecting minerals, and analysts must continue to use them after 
somewhat arbitrary adjustment. Results obtained are subject to serious ques- 
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tion. The importance of the mineral industries of 1939 are dwarfed by relative 
importance of the same industries in today’s economy. 

believe it safe to say that every impartial group looking into our minerals 
problems have emphasized the need for current information. Perhaps a brief 
supplementary statement of the significance of this field of economic and indus- 
trial activity would be helpful. This country consumes 52 percent of the free 
world’s iron production, 45 percent of the free world’s copper production, 54 per- 
cent of the free world’s lead production, 51 percent of the free world’s production 
of new zinc, and 65 percent of the total free world’s output of petroleum and its 
products. Recent wars and mobilization efforts have served to focus attention 
on this Nation’s large current requirements in relation to its current reserves of 
nonreproducible materials. They have also directed attention on the fact that 
our raw material consumption has increased faster than has domestic materials 
output. This Nation’s standard of living is depending increasingly upon outside 
sources for basic raw materials. 

The serious gaps of knowledge about our manufacturing, business, and mineral 
industries would seem irreconcilable with today’s business needs. Prudent manage- 
ment or good stewardship should impel us to gather the full facts on these pheses 
of economy. It is for this reason that the Intensive Review Committee 
unanimously recommended that we proceed at the earliest possible date to make 
such information available. That is why I am appearing here today to urge 
that the necessary funds be made available for these,censuses to proceed at once. 

Mr. Cievencer. | do not for a moment deny that this has some 
value, but in balancing the budget and keeping my President’s pledge 
to the United States of America certain actions are required. I think 
this committee has done more than any other part of the Government 
in keeping the President’s pledge. | 

I realize that there are some things that are less desirable, which 

ibly would be nice to have if you had all of the money there was 
in the world, but they can be dispensed with or deferred. 

I just feel as though every fight I made last year with my subeom- 
mittee was important. The committee broke a record in cutting the 
Department figures, but we did not put anybody out of business, 
except for a lot of employees who were not doing very much. They 
are all doing better work downtown in spite of the fact that there are 
none of them Democrats or Republicans that I know of, between the 
Secretary’s level and the stenographers’ level. There are not so 
many of them kicking each other’s heels down there. 

I just feel as though now we are out of the woods and that they no 
longer want me to make a fight for the solvency of the country. 
course, I am going to continue to make it, I do not mind telling you; 
but I do have a feeling of disappointment to have all of these things 
come along with the blessing of the Department. 

Mr. Terror. Well, this comes along with the blessing of the De- 
partment because this is like the ledger of a business. 

Mr. Cievencer. They all are. 

Mr. Teeror. No. This is the vital bookkeeping of the United 
States. It is not one of those “just desirable” things; in my estima- 
tion and the estimation of the Department of Commerce and the 
Secretary. This is a vitally necessary thing for the success of Ameri- 
can business. 

Mr. Crevencer. Mr. Boatwright? 

Mr. Boatwricur. My position is general manager of the distribu- 
tion economics department for the Standard Oil Co. I happened to 
serve as a member of the Intensive Review Committee appointed by 
the Honorable Sinclair Weeks. _ ; 

In addition to that, I would like to speak as a businessman e 
in both production and distribution, and in the minerals industry. 
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The membership of this committee was made up entirely of non- 
governmental employees. ‘There were nine of us. You have a list 
of the names in the testimony, and the positions occupied by each of us. 

Absolutely no one was under any obligation to the Census or to any 
governmental agency. We were asked to approach this on a purely 
objective basis. We did so by approaching the consumers of the 
census material. 

We organized panels and gathered opinions from thousands of 
sources. There was a veritable avalanche of information that came 
to the attention of the committee from various sources. 

I think I could summarize it by saying that the preponderance of 
that information offered by the suppliers to the committee gave an 
overwhelming vote of confidence to the Bureau of the Census and to 
this type of factual information, which is essential to business for 
making intelligent decisions required in our day-to-day and hour-to- 
hour operations. 

We also felt that business would be seriously handicapped if there 
were a check to the flow in the future of that type of information, 
because this type of factual material is the very foundation stone of 
our economic intelligence, and that is true whether it is public or 
private. 

Such fact-finding we regard as being very vital to the public interest. 

Now, among the 51 recommendations that this committee made 
were 3 having to do with the censuses of manufactures, business, and 
mineral industries. 

The last census of manufactures was taken in 1947. In the 7 inter- 
vening years there has been a tremendous change in our productive 
economy. Old businesses have modified their production and intro- 
duced new lines and some have introduced new producing methods. 
In fact, the innovations in business today are the reflection of an 
expenditure of approximately $4 billion per annum by Government, 
private industry and universities, $4 billion of technical research per 
annum, resulting in the creation of an infinite number of new products 
and new industries. 

Now we have no benchmarks on those, and we will not have until 
some census is taken. 

The last census of business distribution was made in 1948. Since 
then populations have shifted, economic activities have centered about 
new markets, new products have been established, and new flows 
and new merchandise have entered the market. Markets today 
in the light of the productive capacity are of untold magnitude and 
are of tremendous economic significance, upon which we vitally 
need further facts and further measurements. 

The last census of mineral industries was taken in 1939. The data 
from that study are of historical interest only. Unfortunately, the 
analysts must still use them in the industry and work with them 
and make somewhat arbitrary adjustments; but they are the best 
adjustments we can make, even though we are skeptical of the 
results we frequently achieve. 

Now, I believe that every impartial group that has looked into 
the minerals problem in this country in the postwar period has 
repeatedly emphasized the need for factual information on the 
minerals industries, and thus far we do not as yet have it. 
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I have given the committee the significance of the various minerals 
industries, in the big cases, in the manuscript which I will not repeat. 

Now, there are serious gaps of knowledge about our manufacturing, 
about our distribution, and about our minerals industries that seem 
irreconcilable to me in the light of today’s business needs. It would 
seem that prudent management and good stewardship would require 
that we get together the full facts on these phases of our economy. 
It is for this reason that the Intensive Review Committee unanimously 
recommended that we proceed at the earliest possible date to make 
this information available, and it was for this reason also that I am 
down here appearing before this committee. 

Now, there is one other question that has come to me repeatedly, 
Mr. Chairman, that I would like to speak on very briefly, and that is: 
Are they willing to pay for this? 

I regard information of a factual nature that is presented to the 
economy as being necessary as information which satisfies three tests. 
One test I require before I can accept the data is the confidentiality of 
the reporting system. A trade association simply cannot get some of 
the data that will be submitted to the census. The confidentiality 
aspect assures more complete, more adequate, and more general cover- 
age. So data to be good must be gathered under the cloak of con- 
fidentiality. 

Second, it must be gathered under the cloak of objectivity, for the 
same reason that a person who gathers data to benefit a few or to 
benefit a position that he wishes to take is introducing bias before the 
data are even obtained. 

So it must be objective; and, third, it must have acceptability and 
that is not just acceptability to business but to the legislators and the 
— representatives of our country. Many and many a time 
egislators have asked for information and the information that might 
be available from a trade association and so forth was not regarded 
as either objective or acceptable for the purposes for which they needed 
it. 

The last question is: Will we pay for it? Gentlemen, we are paying 
for it, because it costs us more to supply the information than it does 
to have the Census Bureau tabulate it. Notwithstanding that, there 
have been two resolutions passed by the National Petroleum Council 
representing the principal petroleum activities of this Nation urging 
a census of the mineral industry be taken, and both have been passed 
within the past 2 or 3 years, so we do pay the bill. We are willing 
and anxious to pay the bill, but we want some facts upon which we 
can predicate our actions and our decisions that meet these primary 
requirements. 

think that concludes my statement. 

Mr. Preston. I think we fully understand the question. We are 
familiar with the problem. I do not believe it would help matters to 
pursue it any further. That was a very fine statement. 

Mr. Cievencer. A beautiful statement. 

Mr. Boatwricur. Thank you. 

Mr. Bow. With regard to the Commission—it was established to 
make a study. To your knowledge, were any of the members of that 
Commission not in favor of the business census before they made the 


study? 
Mr. Boatwricut. The recommendation was absolutely unanimous. 
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Mr. Bow. I mean, prior to the group coming together, and in your 
first session, did you have any feeling that any of these members 
were opposed to a business census when they went into it and changed 
after their study was made? 

Mr. Boatwricur. I would say to the best of my knowledge no 
member of the Committee came down with any preconceived judg- 
ment on the subject, either for or against. Every one of us were 
people from nonassociated governmental activities, and every one 
of us regarded it as purely objective, and every one of us was looking 
for economies just as intensively as your chairman. 

Mr. Bow. Practically all the members in the past have used the 
business census. 

Mr. Boatwricut. Yes. We live with it at our elbows. 

Mr. Bow. Many of them were people who deal in research. 

Mr. Boatwricut. Yes; that is true. That is inescapable. There 
are both technical questions that have to be solved and use questions. 
We placed emphasis in our survey on the use aspect. 


CENSUS OF MINERAL INDUSTRIES 


Mr. Bow. I do not want to delay the committee any longer, but I 
much frankly admit that I am not familiar with what is taken in a 
mineral survey. Could you tell me very briefly? 

Mr. Boatwricut. Yes;I can. I can tell you the gaps that would 
be eliminated in our knowledge. You see, we get quite complete 
information from the Department of the Interior, Bureau of Mines, 
on the operating level, and the inventory levels of our various mineral 
industries. What we do not have from the department, the Depart- 
ment of the Interior, is information on the cost, values, employment— 
well, those are the principal factors—and capital expenditures. Those 
are the big factors we have no information on. The fact of the matter 
is, when we talk in our industry of capital expenditures, do you know 
what we have to resort to? A guess based on 30 companies published 
by the Chase National Bank, and 30 companies are not representative 
of 34,000 enterprises in the petroleum industry. It is the best that 
we can do. 

Mr. Treetor. And that is just petroleum. 

Mr. CiLevencer. I have a question here: What would the total 
cost to the Federal Government be of these 51 recommendations that 
your committee made? Did you make any estimates along that line? 

Mr. Boatwriacnt. It is in the report. 

Mr. Cievencer. How much was it? 

Mr. Boatwrieurt. It is a slight reduction as compared with the 
i legal requirements at the time the committee started this 
work. 

Mr. ALEXANDER. The committee, at page 79 of its report, in a 
table, compares the cost for 15 years prior to this report, and for 
15 years after. 

Mr. CLEvENGER. I just asked for the total cost. 

Mr. ALEXANDER. Some of these costs occur only once every 10 

ears. For the current 10-year period, the figure is $232 million. 
heir recommendations would be $228 million over the next 10-year 
period, a reduction of $4 million. 
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Mr. CiEeveNGeER. For a total census cost? 

(Discussion off the record.) 

Mr. CLeveNGER. That answers my question, but it still does not 
leave me undisturbed. 

If there are no other questions, we thank you. 


WeEDNESDAY, JuNE 16, 1954. 


Civit AERONAUTICS ADMINISTRATION 


WITNESSES 


JAMES C. WORTHY, ASSISTANT SECRETARY (ADMINISTRATION) 
O. H. NIELSON, DEPARTMENTAL BUDGET OFFICER 

JOHN M. BEARDSLEE, ASSISTANT ADMINISTRATOR, CAA 
HERBERT H. HOWELL, DIRECTOR, OFFICE OF AIRPORTS, CAA 
ARVIN O. BASNIGHT, BUDGET OFFICER, CAA 


Freperat-Arip Arrport PRoGRAM 


Mr. CLeveNGER. The committee will come to order. 
We will take up the item for the Civil Aeronautics Administration, 


the Federal-aid airport program. The request is for $22 million. 
The pertinent portion of page 10 of House Document 428 will be 


included in the record. 
(The information is as follows:) 


FEDERAL-AID AIRPORT PROGRAM, FEDERAL AIRPORT ACT 


“For carrying out the provisions of the Federal Airport Act of May 13, 1946, as 
amended (except section 5 (a)), to remain available until June 30, 1958, $22,000,000 
of which (1) $20,000,000 shall be for projects in the States in accordance with section 
6 of said Act, (2) $250,000 for projects in Puerto Rico, (3) $50,000 for projects in 
the Virgin Islands, (4) $225,000 for projects in the Territory of Hawaii, (5) $225,000 
for projects in the Territory of Alaska, and (6) $1,250,000 shall be available as one 
fund for necessary planning research, and administrative expenses (including not to 
exceed $125,000 for transfer to the appropriation ‘Salaries and expenses, Civil Aero- 
nautics Administration,’ for necessary administrative expenses, including the main- 
tenance and operation of aircraft): Provided, That the appropriation granted under 
this head for fiscal year 1953 is hereby merged with this appropriation and the con- 
tract authorization heretofore granted for the foregoing purposes may hereafter be 
accounted for under this head: Provided further, That the amount made available 
herein for administrative expenses shall be in addition to the amount made available 
for such purposes in the Department of Commerce Appropriation Act, 1955,” 

This proposed appropriation is to provide funds for reinstitution of the Federal- 
aid airport program. | 

Pending a reappraisal of the appropriate Federal role in airport construction, 
no new program funds were appropriated in fiscal year 1954 or requested in the 
1955 budget. As a result of a review by the Department of Commerce, it has 
been decided to continue Federal participation with State and local governments 
in such airport construction projects as will clearly serve the national interest in 
air safety and the movement of air traffic. While the present Federal Airport 
Act provides basic authority for a reinstituted program, certain highly desirable 
amendments to that act are now pending before the Congress in H. R. 9325 and 
8. 3410. These amendments would facilitate selection of high-priority projects 
and improved administration of the program. 

The amount for administrative expenses included in the proposed appropriation 
is in addition to that provided out of available funds in the Department of Com- 
merce appropriation bill, 1955, for administration of projects already underway. 
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JUSTIFICATION MATERIAL 


Mr. CLevencer. We will also insert in the record pages 2 through 8 
of the justifications. 
(The information is as follows:) 


Federal-aid airport program, Civil Aeronautics Administraiion 


Unobligated appropriation from prior fiscal years 
Recovery of prior year obligations July 1, 1953 to Mar. 31, 1954___- 


Total available during 1954 3, 148, 960 
Cumulative expenditures July 1, 1953 to Mar. 31, 1954 1, 634, 799 
Employment: 

Average number, current appropriation 
Average number involved in this estimate 
Actual employmentApr. 30, 1954 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


For additional amounts to develop an adequate national system of airports 
capable of meeting the requirements of civil aviation, under authority contained 
in the Federal Airport Act, Public Law 377 as amended. No new appropriation 
was made during fiscal year 1954 pending evaluation of the Government’s role 
in grant-in-aid rograms. Recent determinations have affirmed that Federal 
Government assistance is required in financing civil-airport development where 
genuine necessity exists. 


Amounts available for obligation 


I bud ot, | Revised esti- 
| imate, 1955 | Difference 


Appropriation or estimate +n t 22, 000, 000 | +-$22, 000, 000 
Prior-year balance available (appropriation) 247, 799 247, 799 | 


Total available for obligation 1,047, 700 | 23,247,709 | +22, 000, 000 
Balance available in subsequent year (appropriation) —497, +497, 799 


Obligations incurred 750, 000 | 93, 247,790 | +22, 497, 799 


Obligations by activities 


In Budget, | Revised esti- 
1955 mate, 1955 


Difference 


1 Grants for construction of air-carrier airports 
. Grants for construction of general aviation mhpuierien ~ 
. Administration of grants and claims __ $750, 000 2, 000, 000 +1, 250, , 000 


Obligations incurred... 750,000 | 2, 247,799 | +22, 497, 790 
| 


628 


Obligations by objects 


Object classification Difference: 


Total number of permanent positions 
Average number of all employees 


01 Personal services: 
Permanent positions 
Regular pay in excess of 52-week base 
Payment above basic rates____ 


Total personal services 
Transportation of things. 
Communic*tion services 
Rents and utility services. 

Printing and reproduction 

Other contractual services 
Services performed by other agencies +125, 000 
Supplies and materials +21, 050 
Equipment... 5 +2, 300 
Grants, subsidies, and contributions +21, 247, 799 
Taxes and assessments + 


Obligations incurred 


Average salaries and grades: 
General schedule grades: 
Average salary $6, 730 
Average grade GS-9.6 


2222 | $25 


+16, 300 


PROGRAM AND PERFORMANCE 


1. Grants for construction.—Grants are made to local sponsors for construction 
at airports which are part of a national system capable of meeting the needs of 
civil aviation and nontactical military operations. Progress is summarized in 
the following table. The request for funds for new grants in 1955 is consistent 
with a recent study which reevaluated the role of the Federal Government in 
making grants-in-aid for airport projects. 


314 186 
301 465 491 
proved grants $42, 246, 113 $47, 070, 179 

ligational authority......_.__. 500, 000 $21, 200, 000 
Federal expenditures $30, 390, $33, 182, 519 $30, 388, 414 


Airports having projects programed 335 180 
Completed projects 385 403 
grants___. $19, 588,231 | $10, 902, 171 
Obligational authority - ives $16,090,000 | $11, 750, 000 
Federal $32,808,070 | $26, 990, 837 


2. Administration of grants and claims.—This activity provides for the staff 
required to administer the program, —— claims for damages by Federal 
agencies as authorized under section 17 of the Federal Airport Act. 


Mr. Cievencer. If you have a statement you may make it. 


GENERAL STATEMENT 


Mr. Bearpstre. Mr. Chairman, I am J. M. Beardslee, Assistant 
Administrator for Operations, representing Mr. F. B. Lee, Adminis- 
trator. 


Ww 
246 +158 d 
| 
a 
$1, 474, 283 +3045, 846 
win 5, 670 +3, 637 
10, 147 +4) 957 ! 
I 
‘ 
tinier ter 23, 247,799 | +22, 497, 790 
288 
$5, 990 
| GS-8.7 
| 1947 | 1948 | 1949 1950 | 1951 
Airports having projects pro- 
i | | | ] 
Estimated 
1952 
1954 1955 
150 
252 * 140 
700 
| $18, 000, 000 | $5, 000, 000 
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‘We learned of this racote J only Thursday, and Mr. Lee had a long- 
prevented his being in Washington this 


standing commitment whi 
week. 

The two items to which you referred in House Document 428 are 
the Federal-aid airport program and the restoration of airport facilities 
damaged by the military. The principal item is the Federal-aid 
— program in the amount of $22 million. 

his program was authorized by the Federal Airport Act of 1946. 
Appropriations have been made by the Congress or contract authority 
has been given in a total amount of $214,221,154. 

Mr. CLeveNGER. Is that a portion of the $1 billion over all that 
was supposed to be authorized by the 1946 act? 

Mr. Brearps.er. Mr. Chairman, that is the total appropriations 
and contract authority made since the beginning of the program up to 
the present time. 

Of this total $193,279,672 was for projects and $20,941,482 was for 
administration. 

Under these appropriations 1,181 airports have been developed 
under 2,476 projects involving Federal funds of $192,476,590. 

Liquidating cash has been appropriated for all but $7% million of 
the contract authority given, and present indications are that this 
remaining liquidating cash will not be required until 1956. 

No funds were appropriated, nor were any new projects added to 
the program, in 1954, but during this period a reappraisal of the 
Federal-aid airport program was undertaken by the Department of 
Commerce to determine whether continued Federal aid to civil airport 
construction is still justified, and, if so, how to most effectively admin- 
ister such a program. 

In this reappraisal the Department enlisted the aid of its Trans- 
portation Council, which is an advisory group consisting of repre- 
sentatives from all forms of transportation; and an Airport Panel was 
appointed, made up of representatives from various segments of 
aviation. 

After careful study that panel recommended that a Federal-aid 
airport program be continued with respect to airports serving the 
national interest, and it further recommended that terminal buildings 
be excluded from such a program. 

Taking into consideration the views of the airport panel, the 
Department of Commerce completed its own reevaluation of the pro- 
gram, recognizing both the past and expected future growth of 
aviation. Scheduled aviation has experienced a tremendous growth 
in the period 1948-53. 

In 1948 the domestic airlines enplaned 13 million passengers, and in 
1953 they enplaned 28 million passengers. 

The CAA’s 1950 forecast of passengers by 1960 was 40 million, but 
recent studies indicate that that figure is low, and our current estimate 
is that the 1960 figure will be more nearly in the neighborhood of 
50 million. 

Mr. CLevenGcer. By what year? 

Mr. Bearpstee. 1960. During this same period general aviation 
has also experienced a healthy growth. 

Instructional and pleasure flying has been down, but business and 
agricultural flying is up, and further increases are forecast in these 
areas. 
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These increases have put constantly increasing demands on the 
Nation’s system of civil airports and are already overtaxing some 


irports. 
vl the light of these facts the Department of Commerce concluded 
that continued Federal participation in civil airport development is 
justified and concurrently, to improve the effectiveness of an airport 
program, has drafted recommended amendments to the Federal Air- 
port Act which are now pending as House Resolution 9325 and com- 
panion Senate Resolution 3410. ‘ 

These proposed amendments would require that airports to be 
included in the program should have a high degree of national interest 
and that terminal buildings be excluded from the program, and would 
provide that the funds set aside for discretionary allocation be in- 
creased from 25 percent to 50 percent. Some of these amendments 
are interded to spell out in the statute authority which the Depart- 
ment of Commerce already possesses in more general terms under the 
present act, but the Department feels that these amendments would 
enable the most effective administration of the airport program. 

This reappraisal was not completed in time to include an appro- 
priation request in the regular 1955 budget, but having concluded that 
continued Federal participation is warranted in the present stage of 
airport development in the country and in view of the deficiencies 
in the present airport system we believe it is necessary to reactivate 
this grant-in-aid program as expeditiously as possible. Therefore, 
this appropriation request which is now before you is submitted to 
provide for reactivation of the program in 1955. 

Mr. Herbert Howell, the Director of the CAA’s Office of Airports, 
is here and can discuss the administration and operation of the pro- 
gram in more detail. 

Mr. CLevencer. Did you participate in this Transportation Council 
or panel discussion? 

Mr. Bearpsuer. No, sir; I did not, personally. 

Mr. CievenGcer. Did any of you gentlemen? 

Mr. Howe t. No, sir. 

Mr. CLevenGcer. You do not know whether it was contemplated 
to extend the present subsidy on airplanes and steamships to railroads, 
for the loss of passengers, the 50 million you anticipate by 1960? 

Is there anything in the foreseeable future on the subsidizing of this 
competition? The steamship is not as competitive with the railroad 
as it is with the airlines overseas. 

You are perhaps aware of the cost per voyage for some 1,600 sub- 
sidized voyages, are you not? The requests come in at the rate of 
about $7 cailhien a month for subsidized steamer voyages. 

You perhaps know that the main railroads of the United States, 
the big ones like the Pennsylvania and New York Central, have some 
train service already about half of what it was just a year or two ago. 

You tell us that you are not going to subsidize the equivalent of a 
railroad station, but that you are going to provide up to 50 percent of 
the right-of-way and signals and competitive services of the railroads. 
Do you see any way in which the United States or the Department 
of Commerce and Transportation can sidestep this responsibility to 
preserve what remains of our railroad system? 

Mr. Bearpsves. Mr. Chairman, I do not think I am qualified to 
comment on that. 
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Mr. Cievencer. They did not ask you into this study? 

Mr. Brarpsuer. No, sir. The Transportation Council was an 
advisory group to the Department of Commerce. The Depart- 
ment asked for its advice and received the report of the airport panel 
— under that Transportation Council. 

Mr. Cievencer. So we have here 435 Members of Congress, 96 
Senators, and the Delegates who will be distinetly interested in this, 
you see. Have you any idea where it will lead you to, or the Govern- 
ment of the United States? 

You are aware, are you not, that the debt limit we are always 
bumping every Saturday night? 

Mr. Yes, sir. 

Mr. CLevencer. Have you any idea where this new Pandora's 
box, when you open it, will lead us? Every one of these districts 
and every one of these States and Territories will be here for its share. 
Where are we going to get the money? 

Mr. Bearpstee. I can only say, sir, that the aviation industry, 
in consideration of its sharply increasing activity, will have to have 
an improved national system of airports if it is to continue to serve 
the needs of the country. 

Mr. CLevencer. And your idea is that the Government should 
provide them? 

Mr. Bearpsier. That was the conclusion of the Department, 
based on its studies by this advisory group, which did include the 
representatives of other forms of transportation. 

Mr. CLevencer. I am simply asking this because of the things 
which will presently be with us. This little $22 million will not go 
very far, which you have asked for for new airports, and neither will 
$222 million, will it? 

Mr. Brarpsier. Perhaps Mr. Howell could give some indication 
of the probable total program that might come up in future years, 
although I am sure we do not have any reliable figures on that at the 
moment. 

Mr. Cievencer. Officially, what is your job? 

Mr. Bearpster. I am Assistant Administrator for Operations. 

Mr. Cievencer. And yet you have not been in on these high-level 
discussions of where you propose to go, nor where this departure will 
lead us, have you? 

Mr. Bearpsterz. That is right, Mr. Chairman. I am rather new 
in =4 present position and have not had to do with the airport program 
until quite recently. Mr. Lee has kept intimately in touch with it. 


USE OF FUNDS 


= CLEVENGER. Specifically for what are these funds going to be 
used? 

Mr. Bearps.er. For grants-in-aid to local sponsors for the improve- 
ment of their airports. 

Mr. Cievencer. Did I understand—or did I misunderstand —that 
you are doubling the contribution? From 25 percent you are going to 
50 percent? 

Mr. Bearpsuer. No,sir. We are asking for a change in the Federal 
Airport Act to permit 50 percent rather than 25 percent of the amount 
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appropriated to be made available for discretionary allocation rather 
n allocation under a formula. 

Mr. Cievencer. That is the overall allocation? 

Mr. Yes, sir. 

Mr. CievenGer. Not the percentage which you can give. 

Mr. Howe... That is correct. The percentage of Federal partici- 
pation remains unchanged. 

Mr. CLevenGcerR. Now we have the $64 question: Where are these 
funds going to be used? 

Mr. Brarpsier. May I ask Mr. Howell to answer that question, 
Mr. Chairman? 

Mr. CLevenGcerR. Somebody ought to answer it. 

Mr. Howe... We have no prepared program with place names as 
to where the funds will be spent, Mr. Chairman, because during this 
past year while the Department has had the whole matter of the 
proper role of the Federal Government in airport development under 
consideration we have avoided discussion of future airport develop- 
ments with individual communities lest we engender false hope for 
possible reactivation of the program, and lest we give the impression 
that we were attempting to set machinery in motion to reactivate 
the program. So we are roughly a year out of intimate touch with 
sponsors, and for that reason have made no attempt to prepare a 
tentative program. 


FUTURE COST OF PROGRAM 


Mr. Cievencer. Have you taken a look for the next 5 years as 
to how much per year you are apt to invest in this thing? 


Mr. Howe tt. That look is expressed in our national airport plan. 
The current revision of the plan is the 1953 national airport plan. 

Mr. CLevencer. We are talking about the 1955 funds now. Pro- 
ject that 5 years to 1960. 

Mr. Howe tt. This plan forecasts the need based on 1960 traffic, 
Mr. Chairman. It estimates the airport deficiencies of the country 
at approximately $590 million, which would require $298 million in 
Federal funds to correct. 

Mr. Cievencer. That is a little higher than you show. You show 
$275 million in your justifications. 

Mr. Howe... Both would come under the line of approximations, 
Mr. Chairman. 

Mr. Cievencer. And both of them err on the side of conservatism, 
as you must be aware, when you open the gate and the pressure is on. 

r. Howe... I would say “Yes,” sir. 
a Ciavencnn. They could spend that much in 1 year; could 
they not? 

Mr. Howe... I would make the statement that I do not believe 
the municipalities around the country would be able in 1 year to 
match $275 million, to use that figure, sir. 

Mr. CLevencer, I think maybe you have something there, because 
it is getting so that any amount of money is a lot of money, when the 
country is in debt up to its eyebrows. 

Mr. Howe... May I say further with regard to the actual location 
of place names that we did submit on Aprii 30 of this year a list of 
class 4 and larger airports on which work might be undertaken in the 
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next 2 fiscal years. ‘lhut submission is required by the Federal 


Airport Act. 

Mr. Cievencer. Have you a copy of it for each member of the 
committee? 

Mr. Howe t. I can furnish them. I only have one copy. 

Mr. Preston. Mr. Chairman, I suggest that one of these gentle- 
men might have such a list with him right now. 

Mr. Howe .t. I have a copy, sir, as I say. 

Mr. Preston. We would like to take a look at it. 


Mr. Howe tt. Yes, indeed. 
Mr. Cievencer. Here is an ‘iffy”’ question. Suppose by some 


stretch of the imagination the new management of the New York 
Central would find that it needed a couple of hundred million dollars 
for new stations and new passenger facilities. Is it any more fantastic 
to expect that they might request and be entitled to, inasmuch as 
they have also been paying for this airplane program, grants from the 
Federal Government for the purpose of building these facilities and 
making longer runways? You know, when you get off in some sta- 
tions now you have to walk a couple of blocks on cinders in some 
laces. Is it farfetched or fantastic to suppose that by some magic 
1e can restore the passenger business to the New York Central system? 
If he does it will be imitated by the other railroads. Is it out of line 
to expect him not to ask for funds to match their spending in new 
stations and new equipment and new facilities for passengers? 

Mr. Howe... May I say, sir, that I know nothing about the 
operation of a railroad. That would certainly come under the 
cognizance of the overall Transportation Council of the Department 
of Commerce. 

Mr. CLevencer. You are a part of it. You are under the Under 
Secretary for Transportation of the United States? 


Mr. Howe... Yes, sir. 
Mr. Cieveneer. It is true the railroads are generally under the 


control of a less beneficent bureau, the Interstate Commerce Commis- 
sion or the Railroad Commission. They are not so beneficent in the 
distribution of Government largesse as they are with the airfields in 
air transportation. 

Mr. Howe tt. I would say that the facilities we assist in the develop- 
ment of are public facilities that are not merely open to only the 
scheduled air carriers. They are open to all civil aviation and they 
are open to military aviation. 

Our figures on military traffic at those airports which have CAA 
traffic-control towers and maintain counts show that the civil airports 
on which we maintain towers handle something better than 15 percent 
of their traffic as military traffic. 

Mr. Cievencer. You would not say that the railroads were not 
transporting military equipment and military freight; would you? 

Mr. Howe tt. Yes; but there is usually no recompense for the 
military use of the civil-airport system of the country except where 
there is special agreement between the military and such agencies for 
joint use. 

Mr. CLEVENGER. So you have no information for the committee as 
to where these funds now or in 5 years are going to be used? 

Mr. Howe... We have the National Airport plan, which is an 
overall estimate of needs, but it does not represent the locations from 
which we have or will receive requests for Federal funds, sir. 
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NUMBERS AND GRADES OF PERSONNEL 


Mr. CLEvENGER. How many additional positions are you requesting 
in the system? 

Mr. Howe.u. One hundred nineteen additional positions. 

Mr. Cievencer. How many do you have in this work at present? 

Mr. Howe vt. Our present authorized complement is 152. We have 
141 people on the payroll as of now. 

Mr. Cievencer. So this is practically a 90 percent increase in 
personnel? 

Mr. Howe.t. Yes, because our present staff is geared merely to the 
liquidation of those projects that have been approved in prior years. 


Mr. Cievencer. Can you give us the grades of these people you 
anticipate having to add? 


Mr. Basnicur. Yes, sir; we can do that. 

Mr. Cievencer. And the comparative figures of a year ago, 
2 years ago, and 3 years ago, so that we can see where we are going. 

Mr. Basnieur. The average grade, Mr. Chairman, is 9.1. That 
is a GS grade for fiscal year 1954. 

Mr. CievenGcer. Make a careful record here, because this 1s 
probably the only information the rest of the Congress will get. 

Mr. Basnicur. Yes, sir. The average grade of these employees in 
fiscal year 1954 is GS-9.1. The average in 1953 was 9.6. If the 
requested supplemental is allowed the average grade would be 8.7, 
which indicates the persons to be added to the staff to carry on this 
program would be at a lower grade in terms of averages than the pre- 
sent complement of personnel. 

Mr. CLevencer. Along with that have you the number of per- 
sonnel? 

Mr. Basnicur. One hundred and nineteen. 

Mr. Cievencer. In those 3 years. I want to see where we are 
going. 

Mr. Howe... Yes, sir, Mr. Chairman. 

Mr. CLevenGer. “The traffic is going up. 

Mr. Howe.tu. The authorized complement in 1950 was 415 posi- 
tions. In 1951 it was 392 positions. In 1952 it was 370 positions. 
And in 1953 it is 298 positions. 

hen Cievencer. Now we are going to have an overall total of 
what? 

Mr. Howe .u.Two hundred and seventy one, which is lower than 
ong nniees year of the Federal-Aid Airport program. 

r. CLEVENGER. Have you any positions in here for the purpose 
of telling airport operators how to raise wheat or run a snack bar or 
make coffee or some of those operations? 

Mr. Howe.u. The Airport Management Advisory Service was 
eliminated at the beginning of fiscal year 1954. 

Mr. Cievencer. The answer, then, is ““No’’? 

Mr. Howe.u. No. There are no positions for that purpose. 

Mr. CLevencer. Do you have anything in here for people to go 
out in the various communities and try to sell them on building an 
airport because the Federal Government will give them matchi 
funds? 

Mr. Howe tu. No, sir. 
Mr. CLevenGceER. You admit that has been done? 
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Mr. Howe tt. There will be definitely no solicitation of projects 
under this reactivation. 

Mr. Rooney. I did not hear that. 

Mr. Howe tu. There definitely will be no solicitation of projects 
under this reactivation. 


FUNDS FOR LIQUIDATION OF CONTRACT AUTHORIZATION 


Mr. CLeveNGER. Here is some testimony from the 1954 appropria- 
tion. It is on page 17 of the Commerce section. Mr. Preston asked: 
As applied to this year, which we will have to pick up next year or some other 


time. 
Secretary Werks. I do not think there is any. 


We are speaking about funds. 


Your first item there is in the CAA, where you originally had $30.2 million, 
and you dropped down to $22.7 million. 

Mr. Murray. We think we might be able to make that do. Wehopeso. We 
do not know. 

Secretary Weeks. What is that? 

Mr. Murray. We hope we can make the $22.7 million do to clean up. 

Secretary Weeks. That would clean up everything. We are paying for every- 
thing, presumably, that will be completed under that program. 

Mr. Murray. That is right. 


Now in your opening statement you indicated that you would need 
$7% million to liquidate contract authority in 1956. How does that 
square with the statements of the two Secretaries? 

Mr. Basnicut. In speaking to that point 1 think we need bear in 
mind there was about $30 million in contract authority outstanding 
as of the start of the fiscal year 1954. We estimated that $22.7 
million would be needed in 1954 to meet the obligations due and 
payable. It has now developed that with the progress of the program 
having been retarded by no new grants having been extended the 
liquidation cash requirements have been slightly below the estimate 
for fiscal year 1954. As a result the $22.7 million which was appro- 

riated last year for liquidation is meeting our needs this fiscal year 
or liquidation requirements and is expected to meet our needs through 
fiscal year 1955. We will still need to fulfill the Government’s 
responsibility by meeting the payments as they become due for the 
difference of $7.5 million, which gets us up to the $30 million figure. 
That requirement is not expected to occur until fiscal year 1956. 


FUNDS IN REGULAR BILL 


Mr. CiLevencer. As you know, we gave the Civil Aeronautics 
Administration exactly the amount of money the Secretary requested 
here. Then they go over to the other body and they get an addition. 
I have not seen the exact amount of it, but the bill has been passed 
raising our figure, and the Secretary’s figure, because we did not change 
it. e gave them exactly what they asked. 

Mr. Basniaur. I believe, sir, the only difference was in the Alaska 
Airport appropriation, and the Air Navigation Development Board 
was slightly reduced. 

Mr. Cievencer. Do you agree that you need that additional 
money in the 1955 appropriation, where the other body upped our 
appropriation? 


Mr. Bearpstee. The amount by which the—— 

Mr. CLeveNGEeR. We gave them what the Secretary asked for, 
and now I am an “old meany”’, and perfectly willing to accept al! 
responsibility that goes with it; so give us your answer. 

Mr. Bearpster. Yes, sir. That amount will be required if the 
airways communications stations and low-frequency ranges are to 
be continued in 1955 rather than discontinued. 

Mr. CLEvENGER. You knew that, did you not, when you made up 
that budget for the Secretary that we had here 90 days ago, when we 
passed the bill? 

Mr. BEARDSLER. Yes, sir. 

Mr. CLevencer. Yet, you did not give us the sad story. I guess 
the lid had not been taken off on spending at the time you made your 
budget. We were still economy-minded, maybe, a little, 

Mr. BrarDsLeE. With respect to the low frequency ranges, our 
budget estimate anticipated that something like 83 could be discon- 
tinued in fiscal 1955, but subsequent studies at the field level showed 
that more than 50 of those were required to be continued in the in- 
terest of the military and some civil operators who were equipped 
only with low frequency equipment. Therefore, it appears impossible 
to disaantians all of those ranges in 1955. 

Mr. CLevenGcer. That was not the fault of this subcommittee? 

Mr. Bearps.ee. No, sir. 

Mr. Basnicut. That is correct, sir. 

Mr. CLevenGer. In any way? 

Mr. Basnicurt. That is correct, sir. 

Mr. Cievencer. Have you any questions, Mr. Bow? 

Mr. Bow. Yes, Mr. Chairman. 


. USE OF FUNDS REQUESTED 


The Department of Commerce, Civil Aeronautics Administration, 
Office of Airports Report, which you have given us in response to a 
question asked by the chairman as to whether there was any indica- 
tion of where these funds would be spent, shows a total of $43,760,000, 
and your request is for $22 million; is that correct? 

Mr. Howe tu. Yes, sir. 

Mr. Bow. In arriving at your figure of $22 million which you 
are now requesting in this supplemental was there any plan, either 
official or unofficial, as to where you would use the $22 million? 

Mr. Howe ut. No, sir. 

Mr. Bow. You mean to say that in working out this figure of $22 
million the CAA has no idea at this time—nor have they made any 
study—of where they would use the $22 million? 

Mr. Howetui. The CAA certainly has. I would be derelict if I 
said we did not have some idea of individual locations where the 
money might go, but we have prepared no program; no tentative 


pro . 

The list of class 4 and larger airports, as the preface explains, was 
made up on the basis of such knowledge as our field personnel had of 
those airports in class 4 and larger category which might develop 
projects within the next 2 fiscal years. But obviously the $22 million 
appropriation would be totally unable to finance all of that improve- 
ment. 
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Mr. Bow. How did you arrive at the figure of $22 million? 

Mr. Howe v. Several studies were made of possible program levels. 
The figure of $22 million represents $20 million for continental United 
States projects and $750,000 for projects in Alaska, Hawaii, Puerto 
Rico, and the Virgin Islands. That level was one of various levels 
considered. It represents about the minimum feasible level for a 
balanced program. 

It was considered that in this first year of a reactivated Federal-aid 
airport program the minimum level should be adhered to in order to 
insure that the program is reactivated on the soundest basis. 


CRITERIA FOR ELIGIBILITY FOR FEDERAL AID 


May I say further that, with regard to the projects which come in, 
the Department of Commerce has already announced criteria for 
eligibility. The airport panel of the Transportation Council reeom- 
mended that eligibility be based on tangible aeronautical necessity. 

Mr. Bow. Is that a new criteria? 

Mr. Howe tt. Yes, sir. 

Mr. Bow. Are you able to give us a copy of the new criteria? 

Mr. Howe tt. The new criteria have not been developed. I was 
about to tell you, sir, just what they are. 

Mr. Bow. All right, go ahead. 

Mr. Howe. The Department feels that at this time the cutoff 
points that appear to be appropriate for basic eligibility of an air- 
port to participate in the program are a level of airline traffic repre- 
sented by 3,000 passengers per year, 3,000 enplaned passengers per 
year, or an aircraft population of 30 airworthy based aircraft, or a 
suitable combination of those two factors, airline passengers and 
based aircraft. 

The specific criteria would, of course, be subject to change from 
time to time as experience and circumstances warranted. They 
would have to be administered with discretion and good judgment, 
not to exclude those airports which properly should be included in 
a program even though they do not meet those exact measurements 
of activity. 

Among special situations are rts serving as intermediate fields 
along busy air routes; airports with highly seasonal traffic, which are 
very busy only during certain portions of the year; airports where air 
cargo volume rather than the number of passengers indicates the 
importance of the airport; and other cases where the strict application 
of passengers and aircraft do not measure the proper activity. 

n that connection I might point out that the Chicago lake front 
airport is not served by scheduled air carriers. Therefore, it has no 
enplaned passengers registered. It is an extremely busy airport 
serving as the gateway to downtown Chicago. The airport manage- 
ment does not permit any aircraft to be permanently based there. 
Therefore, it is a good example of a busy airport that would not meet 
either of our criteria of passengers or aircraft but which could properly 
be included in a program. 

May I say further that these criteria are more strict than criteria 
that have been used in the past, but it definitely would not limit 
Federal participation to large airports only. Actually, there are some 
760 airports throughout the country which satisfy the criteria, without 
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sound additional airports that might qualify because of modifying 
actors. 

Not all of the 760 airports are legally eligible for program participa- 
tion, because some are privately owned. 

In addition to the basic eligibility criteria we propose that type 
of work standards or programing standards be used to guide the 
selection of individual items of work on those eligible airports. Eligible 
items of work will be those that reflect the highest degree of essen- 
tiality. It is proposed that the standards eliminate items which, 
while they might be desirable, are primarily of local rather than 
national interest; and by excluding items such as buildings, utilities, 
sidewalks, and landscaping, automobile parking areas and other items 
that are predominantly of local interest the program can be con- 
centrated on development which affects safety of air operations, such 
as runways, taxiways, lighting, and related facilities. 

Then in addition the eligibility criteria and programing standards 
will further be supported by a system of priorities developed to insure 
that all funds are used to maximum advantage in development which 
best serves the national interest. 

Mr. Bow. I have had some Members of Congress who come from 
Western States discuss with me whether or not the new criteria is 
going to be discriminatory against the smaller airports of the West, 
where they feel they are important from the standpoint of the Western 
States but which do not meet the traffic that as been suggested. 


Would you care to comment on whether there is in this proposal of 
this criteria what might be considered discrimination against the 
Western States? 


Mr. Howe tt. Certainly there was no intention to select criteria 
that discriminated against the Western States. 

Mr. Bow. Would this new criteria particularly be beneficial to the 
large metropolitan areas rather than the development of the areas in 
the West, where their traffic is not so heavy but which of course is 

quite important to them? 

Mr. Howe... The criteria, I do not believe, are discriminatory 
from a geographic standpoint. 

Mr. Bow. Are they from the standpoint of metropolitan areas as 
compared to areas with not as heavy traffic? 

r. Howe... Not necessarily. They do exclude the airports be- 
low this level of activity which the Department feels are not suffici- 
ently in the national interest to warrant the expenditure of Federal 
funds thereon. 

Mr. Bow. Is there a possibility of exception to that? Do you pro- 
vide for some exception? 

Mr. Howe tt. Certainly. 

Mr. Bow. It seems to me that in these areas of the West, where we 
are not bringing in air transportation and it is a question of develop- 
ment, if we have a rigid criteria such as you have indicated we might 
not develop some of the areas that should be developed. I am think- 
ing now of national defense as well as air transportation. 

r. Howe i. Well, sir, I tried to point out that the criteria would 
not be rigidly applied. They would have to be applied with judgment. 
If there were a factor which made an airport more important than the 
application of these two yardsticks of passengers and based aircraft 
pose indicate, then certainly that factor could be applied as a 
modifier. 
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MUNICIPAL FUNDS AVAILABLE FOR AIRPORT DEVELOPMENT 


Mr. Bow. Now can you tell me how many municipalities have 
passed bond issues and issued bonds and now have their funds lying 
idle in anticipation of a continuation of the program? 

Mr. Howext, Sir, unfortunately the CAA does not have detailed 
information on available bond-issue funds. I attempted to explain 
that previously by pointing out that we have avoided discussions dur- 
ing this past year of the possibility of airport development. Certainly 
we have not discussed any detailed projects that might come in under 
the Federal-aid airport program. 

In this connection I might say that we have gone through our files 
and have in one way or another received contact from 432 communities 
around the country who have called or written to discuss the possi- 
bility of receiving Federal aid. I do not hold out the fact that all 
those 432 communities would be eligible or would be proposing work 
which would be eligible, but that is indicative of the interest. 

Mr. Bow. But you do not know how many of those 432 actually 
have disposed of bonds? 

Mr. Howe t. No, sir. 

Mr. Bow. And actually have the funds in the bank? 

Mr. Howe tt. No, sir. 

Mr. CLevenGcerR. Excuse me. You certainly could find that out. 
You bave had correspondence from them. There are towns like 
Portsmouth, Ohio, and other places, where they sold the bonds and the 
bonds are drawing interest. You could easily put those together from 
your files, on the ones who have actually sold the bonds. 

Mr. Howe tu. We could check our files; yes, sir; and give the infor- 
mation on those who have advised us of the fact. 

Mr. Bow. I think it would be interesting to have that, Mr. Chair- 
man. 

Mr. Cievencer. I think you should have it. 

Mr. Bow. Because those people have, under the authority of the 
acts of Congress, proceeded and are now being held up and are paying 
interest on bonds. I would like to have that, if we can get it. 

Mr. Cievencer. I would restrict it to just the ones who have 
actully sold the bonds. 

Mr. Bow. Yes. Not the 432 who have shown an interest, but 
those who have actually issued bonds and have the funds in the bank 
waiting, upon which they are now paying interest. 


FUNDS IN REGULAR APPROPRIATION BILL 


Mr. Bow. Referring to the discontinuance of INSACS, is that 
what has been put back into the bill in the Senate? 

Mr. Basnicut. Two items, sir; the INSACS and the low-frequency 
radio ranges. 

Mr. Bow. That includes generators too, does it not, in many 
instances? 

Mr. Basniaut. Not specifically; no sir. 

Mr. Bow. But the generators might be used in them? 

Mr. Basnicut. Yes, sir. 

Mr. Bow. On page 196, 197, and 198 of the hearings of this com- 
mittee on the 1955 appropriation I went into that question somewhat 
with Mr. Lee, raising the question about the discontinuance, and he 
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ee us quite a lengthy statement on why they could be discontinued. 
e went into the question as to whether or not in the opinion of the 
CAA it was going to affect the safety of air transportation. 

This committee was advised that it would not affect safety and it 
was safe to do it. 

Now may I ask you this question: Did the CAA request the 
reinstatement of these funds which Commissioner Lee said could be 
dispensed with in the pages I have referred to, or was the money put 
in by the Senate without the request of CAA? 

r. Basnicut. The CAA made no request for that, sir. 

Mr. Bow. That is all. 

Mr. Cievencer. Mr. Coon? 


FUTURE PROGRAM 


Mr. Coon. Am I right in assuming then that you are asking today 
for $22 million in funds but the program is actually a $47 million 
program, so if we start on it we would be practically obligated for the 
ull $47 million? 
Mr. Roonry. Would you yield, Mr. Coon? I understood this was 
a quarter-billion-dollar program; $275 million. 
r. Bow. Mr. Coon is talking about the 1955 appropriation, not 
the full program. 
- Mr. Howey. What the chairman was referring to, sir, was a list 
of class 4 and larger airports which we are required to submit to the 
Congress by May 1 of each year, including those projects in that 
category which might develop during the coming 2 fiscal years. 
Because of the fact that we are out of touch with sponsors we could 
not make concrete proposals in the list of class 4 and larger airports. 
Therefore, that list represents the best thinking of our field personnel 
as to projects which might develop which do meet our eligibility 
standards, but it is in no sense an obligation. It is merely submitted 
to receive authority from the Congress to work on those, should funds 
be available and should projects Seve It is not a commitment in 


any way on the part of the Federal Government to supply those funds. 
Mr. Coon. It is not a commitment, but if there are that many that 
meet about the same qualifications would it not be discriminatory if 
we handled $22 million and let the others out? 
Mr. Howe... We have no assurauce that all of the projects will 
develop during the coming fiscal year, sir. 


PRIVATE FLYING 


Mr. Bow. I wanted so ask you another question. I understood 
from your statement a little while ago that pleasure flying is down. 
I thought it was part of the work of the Civil Aeronautics Adminis- 
tration when it was formed to promote civilian flying, for the small 
type owners of planes. How do you account for it going down con- 
tinually? Are you neglecting them in some way, or what is the 
reason for that? 

Mr. Brarpsier. The period so which I] referred was 1947 to 1953. 
During the first part of that period there was a great deal of instruc- 
tional flying going on under the terms of the GI bill which subsequently 
was terminated and resulted in a sharp decrease of instructional type 
flying. Presumably pleasure flying was affected by the same lack of 
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participation by the people who had formerly had GI aid in their 
flying training. 

Mr. Coon. I get quite a little bit of correspondence from owners 
of small planes and they are pretty disturbed over the trend of the 
CAA. They feel neglected and in fact just practically ignored in any 
effort to help them out. I am disturbed about that, and 1 know 
they are. 

Mr. Bearpsuer. | think that subject is somewhat related to the 
question which the chairman and Mr. Bow brought up about the 
INSAC and low-frequency range items. 1 believe that in his earlier 
testimony Mr. Lee testified that these facilities probably would not 
adversely affect the level of safety in instrument operations. Admit- 
tedly any communications station or low-frequency range is also of 
value to noninstrument operations. 

For the class of pilots to whom you refer there is considerable interest 
in those kinds of facilities. 

Mr. Coon. That is all, Mr. Chairman. 

Mr. CLeveNGER. Would you get these figures to us promptly relat- 
ing to those towns with sales of bonds? 

Mr. Bearpsiee. Yes, Mr. Chairman. 

Mr. CLevenGerR. So far as 1 am concerned they would be in a 
category for special consideration, because some of them proceeded 
2 or 3 years ago to sell these bonds. Some of them have been paying 
interest on them that long. I would like to incorporate that in this 
hearing. 

DISTRIBUTION OF FUNDS REQUESTED 


If it is possible for you to do so, I wish you would tell us something 
about where this $50 million is going. It is $22 million now, but it 
is really more than that that they are asking for. 

Mr. Howsz.u. May I say that under the Federal Airport Act 75 
of all are apportioned to the States on the 

po 


asis of area an wation. 

Mr. CLevencer. How do you account for this: For instance, here 
is North Carolina with $3,337,000 on this sheet, with a population 
about half of that of Ohio, which has $1,170,000? 

Mr. Howe tu. The place names would be listed in this booklet, sir. 

Mr. Sixes. Off the record. 

(Discussion off the record.) 

Mr. Basnieur. I think we might help clear this picture up. 

Here is a table that shows the distribution by States of the funds 
under the formula provided in the present law. As you look at North 
Carolina here, they get 2.198 percent, whereas Ohio gets 3.358 percent. 

Mr. Cievencer. That is on an area basis, or population basis? 

Mr. Basniaut. Both, land and population. 

The list you have there is taken at this total listing of class 4 
and larger projects. The list you have there is the requirement of 
law we furnish the Congress each year of the projects, class 4 or 
larger airports, on which we would want to do work if the appropria- 
tions become available. It does not mean how the funds will be dis- 
tributed if they are appropriated. 

Mr. Cievencer. After this passes, if it does, Joe Doaks gets there 
to get his, in the vernacular of the street. You have a rat race from 
every district in the United States. 
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Mr. Basnicut. We have applications for projects, yes, if you want 
to call it a rat race. 

Mr. Cievencer. What else is it? It is pressure. He is there 
after his. There you have it. 

Mr. Basnieut. We have to distribute the funds available under 
the total appropriation in accordance with the formula of the Federal 
Airport Act, so no matter how many projects there are in a given State, 
share is a limit on the funds they can get, which is spelled out in the 
aw. 

Mr. Cievencer. That list is not worth the paper it is printed on. 

Mr. Basnieur. It lists the class 4 and larger airports. It is required 
under the act, and we have to submit it. 

Mr. CLevencer. We are asked to appropriate this with our eyes 
shut, with our faith in I do not know whom, that it will be desirable. 


MUNICIPAL FUNDS AVAILABLE 


Mr. Preston. Mr. Howell, | am impressed to hear you state the 
CAA does not know how much money is on hand, or on deposit, in 
banks, obtained as a result of the issuance of funds by local com- 
munities. 

Mr. Howe tt. I tried to explain. 

Mr. Preston. I know. You said that you had not talked to the 
ee during 1954 when there were no funds available because you 

ad no money to spend and consequently there was no use discussing 
it with them. Iam sure that the CAA records must reveal just how 
many communities have floated bonds and are paying interest on 
money that is idle in the bank and cannot be used for any purposes 
except airport purposes. Surely you have heard from every com- 
munity. It is unthinkable any community would issue bonds, sell 
them, put the money in the bank, and keep the matter a secret from 
the CAA that has been administering this program. 

_ Mr. Howett. We have kept no such records within the past year, 
sir. 

Mr. Preston. Prior to 1954, you surely must know. 

Mr. Howe tu. We will search our files and get the information. 

Mr Preston. That information ought to be at your fingertips, and 
I am sure it is in somebody’s possession in the CAA. Does anyone 
here have it? 

Mr. Basnieut. I believe, sir, in testifying on the 1953 or 1954 
appropriation we indicated that the data then available would indicate 
that communities had raised approximately $150 million in bonds, or 
funds which were committed to airports. That information was not 
supported by any documentation that is on file in the CAA. There 
is a collection of reports from various communities which indicated the 
kind of information they were giving us. That was as of a year or so 
ago. We have no knowledge that I know of as to whether that amount 
has been dissipated or increased since a year or two ago. 

Mr. Preston. It is a very safe statement to make, I suppose, 
there are a number of communities that do have unexpended funds 
raised from bond issues. 

Mr. Basnireutr. Hoping—— 
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Mr. Preston. Hoping that the program would be continued, 
believing it would be continued, and now they are caught in a very 
serious fiscal predicament. 

Mr. Basnicur. Yes. 

Mr. Preston. If you are going to cut a thing like this off some 
notice should be given to the public that there will be no more matching 
funds; then the community should not issue bonds because it puts 
them in a very bad financial situation. They are penalized the 
amount of interest they are going to have to pay through the years 
on the bonds. If they settle off with the bondholders, they will have 
to pay a penalty. 


DISTRIBUTION OF FUNDS REQUESTED 


It disturbs me somewhat—and I am heartily in favor of the pro- 
gram—that you have not brought us anything about a report that 
you are required to file by law. Does the fact there has been some 
dispute in the Senate about the pending legislation which would 
grant additional authorization, the dispute about control or approval 
of a certain percentage of the projects for the Secretary of Commerce, 
have anything to do with the fact you have not given us a definite 
progrete where you plan to use the $22 million? 

r. Howe... No, sir, that has nothing to do with it. 

Mr. Preston. Is it not a normal procedure when you come to 
Congress and ask for a sum as large as $22 million that you spell it out 
Fe say, ‘‘Here is where the money will be spent’’? henghads else 

oes. 

Mr. Howe... We can give you the general guidelines by States. 
We can tell you the criteria under which we propose to administer the 

rogram. The actual program will not be made up, and it has never 
een made up, however, until the amount of the appropriation has been 
definitely known. 

Mr. Preston. I suppose the only comparable situation in the Gov- 
ernment is the road money that we appropriate. We do appropriate 
on this same basis for roads. That is the only other situation I can 
think of. There again, it is a little different from this appropriation. 

Mr. Howe t. It is different because we are dealing with individual 
communities versus a road program which channels directly through 
48 States. 

Mr. Preston. Let us assume now that we grant this appropriation 
and that you decide to give California the full $4,600,000 that she is 
entitled to, or apparently she would be qualified for, and in the case 
of Connecticut you give her the full $70,000, would that meet the 
formula as set out in the Federal Airport Act? 

Mr. Basniaur. No, sir. 

Mr. Preston. How would you get around it? 

Mr. Basnicut. The list that you have there, Mr. Preston, is a list 
of the class 4 and larger projects that we know about, and how much 
money would be needed for those class 4 projects. Under the 
$20 million appropriation for grants in the States, if the present 25- to 
75-percent ratio stays in effect, California would be entitled to $911,000 
under the State allocation. 

Mr. Preston. You would not give California any more? 
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Mr. Basnicur. We could give California some part of the 25 
percent. 

Mr. Presron. But not out of the 75 percent? 

Mr. Basnicur. That is right. 

Mr. Preston. Do you have in your possession in CAA applications 
by local communities in the amounts set out in this document that 
you have handed us, which is the report you are required to file with 
the Congress regarding the class 4 and larger airports? 

Mr. Howe tt. I believe we do. I am certain we do. I will have 
to check that before I make a definite statement. 

Mr. Preston. Something was said a little while ago that these 
figures were obtained from the field. 

Mr. Howe... They were obtained from our field personnel without 
direct contact with the sponsors. May I make a correction? We 
would have the project requests but not applications. I merely 
referred to the technicality. The application is the fully documented 
plans and snecifications. 

Mr. Preston. Let us call it project requests. You do have project 
requests from the local communities? 

Mr. Howe... I am certain we do. 

Mr. Preston. In the amount shown on this table. 

Mr. Howe... Well 

Mr. Preston. At least that much. 

Mr. Howe... At least that much. 

Mr. Preston. And maybe more in some cases? 

Mr. Howe... Yes. 

Mr. Presron. The program you would use this money for would 
come within the comhomereaat this table of States and amounts shown 
opposite the names of the States; is that true? 

Mr. Basnicut. For the class 4 and larger projects it would. The 
larger projects are especially spelled out in the act. 

Mr. Preston. Normally, what percentage of the appropriations 
do you spend on class 4 and larger airports? 

Mr. Howe... Over the 7-year operating history of the Federal-aid 
airport program, the class 4 airports represent approximately 30 
percent in number of the total airports included here, and approxi- 
mately 75 percent of the total funds. In round numbers there have 
been 345 class 4 and larger airports improved with Federal funds to 
the extent of $151,192,789. Again, I want to emphasize the point 
that the list of class 4 and larger airports does not constitute a pro- 
gram. I would also like to introduce the apportionment of the $20 
million for projects in the continental United States. This apportion- 
ment goes to the several States on the basis of 75 percent of it appor- 
tioned on the area and population formula. 

Mr. Preston. I think that we ought to have that in the record. 
- Mr. CLevencer. Without objection, it will be placed in the record 
at this point. 

(The tabulation referred to is as follows:) 
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Federal-aid airport program, distribution of $20,000,000 appropriation 


Apportion- | } Apportion- 
State per- ment under || State per ment under 
centage present {| } centage present 
formula | formula 
| 


|| New Hampshire 
New Jersey 
New Mexico 
5 || New York ‘ 
North Carolina______- 
d | North Dakota 
District of Columbia - || Oklahoma 
62 || Oregon........ 
Pennsylvania_-_ 
| Rhode Island_- 
South Carolina. 
|| South Dakota. 
‘Tennessee 


$49, 072 
260, 556 


see 


Kentucky 
Louisiana 


Maryland | } 

Massachusetts . 70507! 255, 76 West Virginia 
Michigan | 3.6 rf Wisconsin 331, 302 
Minnesota 38% | 57, 395 Wyoming 251, 597 
Mississippi 


Diseretionary fund 


275, 683 Grand total... 


DISCRETIONARY FUND 


Mr. Howe tt. So, regardless of the airports listed in this class 4 
and larger list, and also regardless of the dollar volume of the amounts, 
the number of class 4 airports and the amounts spent on them cannot 
exceed the total State apportionment except where funds are made 
available from the discretionary fund. 

Mr. Preston. What is the amount of the discretionary fund under 
the present act? 

Mr. Howe... Twenty-five percent of all appropriated finds. 

Mr. Preston. What is the language of the propose! bill now 
pending in the Senate? 

Mr. Howe tt. The proposed bill would amend it to make the 
discretionary fund 50 percent of the appropriated funds. 

Mr. Preston. That has not been passed yet? 

Mr. Howe tt. No, sir. 

Mr. Preston. It is still in a rather disputed stage? 

Mr. Howe tut. Senate hearings have been held on S. 3410, and 
hearings are scheduled next week on the House version of the act. 

Mr. Preston. The House version did not change the discretionary 
amount, did it? 

Mr. Howe tt. It is identical with the Senate bill. 

Mr. Preston. Fifty percent? 

Mr. Howe t. It would change it to 50 percent; yes. 

Mr. Brearpster. House Resolution 9235. 


AIRPORT PANEL 


Mr. Preston. Now, you mentioned a study group, or a panel that 
considered this problem of developing airports through the use: of 
Federal funds. 

How many such studies were made since the last appropriation? 

Mr. Bearpsuee. Only that one, sir. 
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State 
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Mr. Preston. After the report was filed. What was the name of 
this panel? 

Mr. Bearpsuter. The Airport Panel of the Transportation Council. 

Mr. Preston. Who headed up the Airport Panel? 

Mr. Basnicut. The committee known as the Airport Panel was 
appointed by Mr. Robert B. Murray, Under Secretary of Commerce 
for Transportation. 

Mr. Preston. Who is chairman of the Airport Panel? Is not it 
headed by a name that is commonly referred to? 

Mr. Howett. I believe that Mr. Jennings Randolph acted as 
chairman of the group. 

Mr. Preston. It was the Randolph committee. That is what it is 
commonly referred to as. When was the report filed with the Secretary 
of Commerce? 

Mr. Howe .t. I believe it was along in March of this year. 

Mr. Preston. Is it not true that the Commerce Department was in 
possession of this report for a month? 

Mr. Howe t. I believe that is correct. 

Mr. Preston. Before then? 

Mr. Howe tt. It probably received a copy of the report directly 
from the Airport Panel, but that panel was functioning under the 
Transportation Council, and the Transportation Council had not 
completed its action on the report at that time. 

Mr. Preston. Well now, was not there another study made after 
this report was filed? 

Mr. Howe tu. It is my understanding that subsequent to that 
study made by the Airport Panel, it was presented to the Transporta- 
tion Council and within the Transportation Council another panel 
was set up to study this report. I am not aware of a formal stud 
that that second panel within the Transportation Council produced. 

Mr. Basnicur. Possibly you are thinking of the civil air policy 
study conducted by the Air Coordinati ommittee, which was a 
broad study of all aviation problems. e study we have been re- 
ferring to conducted by the Airport Panel was specifically directed 
toward the Federal aid to airports program, and so far as I know, 
that was the only study that has been undertaken of this type. 


AIR COORDINATING COMMITTEE REPORT 


Mr. Preston. Did the present Air Coordinating Committee study 

the proposition of Federal aid to airports? 
r. Howe... Yes. 

Mr. Preston. Did they report favorably on the program? 

Mr. Howe .t. I believe the final report shows an endorsement of 
the program, with qualifications. 

Mr. RESTON. So every study that has been made has reported 
favorably on this program? 

Mr. Howe t. Yes. 

Mr. Bearpsuez. Mr. Preston, the Air Coordinating Committee 
policy report with respect to airports appears on page 26. 

Mr. Howe tt. I think that item 3 there summarizes what you have 
been looking for, the civil air policy report which states: 

Federal funds shall be used for airport facilities which are required for safety 


of air operations, and provides the greatest value to a national air transportation 
system. 
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Mr. Preston. Mr. Chairman, I wonder if we might include in the 
record at this point page 26 and part of page 27, the paragraphs 
being the recommendations of the President’s Air Coordinating 
Committee on the Federal role in connection with airports, the pages 
being taken from a report filed in May of 1954 entitled “Civil Air 
Policy.” Would the chairman have any objection to including that 
in the record at this point? 

Mr. CLeveNGER. No. 

(The pages referred to are as follows:) 


ATRPORTS 
FEDERAL ROLE 


The development of civil airports is primarily the responsibility of individual 
communities. There is, however, a more general interest of the Federal Govern- 
ment in the development of a network of airports adequate for the needs of civil 
aviation and national defense. This interest has been recognized by statute and 
by Federal expenditures for the planning and construction of civil airports and 
related facilities. 

Federal aid.—The Federal Airport Act of 1946 provides current statutory au- 
thority for a Federal peoerem of grants to assist State and local governments in air- 
port construction. his program was conceived to develop a network of public 
airports primarily to meet anticipated air traffic needs resulting from the growth 
of air commerce and general aviation. In subsequent years intercity traffic grew 
more and local traffic less than expected. We now have a sounder basis for evalu- 
ating future airport needs. At the same time the heavy fiscal burdens resulting 
from world unrest make mandatory that the Federal Government review carefully 
the objectives and the extent of expenditures of all Federal programs. 

The Department of Commerce, assisted by an airport panel of its Transporta- 
tion Council, has recently completed a reevaluation to determine the proper future 
role of the Federal Government in airport development. This review indicates 
that the national interest requires continued Federal interest and participation in 
the development of a national network of public airports. However, it further 
indicates that Federal activities in this area should be reoriented in accordance 
with basic policies we have adopted as follows: 

1. The Federal Government expects and encourages State and local gov- 
ernment or private interests to continue their long accepted primary role of 
developing, operating, and maintaining public airports. 

2. The Federal Government must concentrate its financial aid in public 
airport development on airports and types of construction which are essential 
in the national interest, rather than of local importance. To permit the more 
flexible use of Federal airport funds which is necessary for concentration on 
national needs, it is recommended that the Congress suitably amend the ex- 
isting statute. 

3. Federal funds shall be used for airport facilities which are required for 
safety of air operations and provide greatest potential value to a national 
air transportation system. These include runways, lighting, and naviga- 
tional facilities, as opposed to terminal buildings and related construction. 
It is in the interest of the economic welfare of the Nation that the Federal aid 
airport program be aimed at improving existing national interest airports 
rather than building new ones. 

4. The Federal Government will continue to promote and coordinate 
development of uniform airport standards, encourage their use in the develop- 
ment of all public airports, and furnish such advisory service as may be 
required to accomplish these objectives. 

Airport operations and user charges.—Most public airports comprising the 
national system are owned and operated as public facilities by State and local 
governments. 

The Federal Government exercises no control over charges levied on users of 
public airports operated by non-Federal bodies. User charges at the few Federal 
airports operated by the Civil Aeronautics Administration are determined in 
accord with sound airport management practices. Charges at the CAA airports 
at Wake and Canton and at all military airports outside the United States are 
levied in accordance with policies recommended by the Air Coordinating Com- 
mittee. Charges at CAA airports at Anchorage and Fairbanks, Alaska, are 
governed by a congressional mandate requiring such airports to be self-supporting. 
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5. The Federal Government will restrict its operation of public airports 
to those locations where special circumstances make Federal operation 
mandatory. User charges at such airports will continue to be fixed in 
accordance with sound airport management principles. 

President’s Airport Commission report.—The Air Coordinating Committee 
has carefully studied the report of the President’s Airport Commission—The 
Airport and Its Neighbors—and the recommendations contained therein have 
been referred to the appropriate agencies for such action as can be accomplished 
within existing authority and budgetary limitations. A consolidated progress 
report on actions and plans of Federal agencies resulting from the report of the 
President’s Airport Commission is being made available as a supplement to this 
review. 

JOINT CIVIL-MILITARY USE 


1. Where compatible with existing laws, military operations, the national 
security, the effective development of civil aviation, safety, traffic density 
and the national economy, joint civil-military use should be made of airports 
existing and planned. The civil aeronautics agencies of the Federal Govern- 
ment and the military services shall inform all interested Federal agencies of 
proposed construction and use programs before presenting them to the public 
at the local level. 


AIRPORTS IN FOREIGN TERRITORY 


During World War II the United States constructed numerous airbases in 
foreign countries, many of which, under the terms of wartime agreements, later 
became the property of the countries in which located. In many instances we 
failed to retain the right to use such bases by our aircraft. Immediately after the 
war therefore, it became necessary for the Department of State to undertake 
diplomatic action, where practical, to correct this situation so as to assure con- 
tinued availability of the overseas bases necessary for our worldwide civil and 
military air transport operations. 

During recent years we have made substantial contributions to the assistance 
of friendly foreign nations. Some portion of funds provided has been used to 
construct and improve airbases in foreign territory. Realistically, we expect to 
be assured operating rights (as distinguished from revenue traffic rights) for our 
aircraft at foreign bases constructed or improved with United States funds. 

1. The policy of constructive diplomatic action to arrange long-term rights 
of use of foreign airports by United States civil and military aircraft should be 
continued. 

2. Efforts should be made, where feasible, to incorporate in agreements 
with foreign nations which contemplate United States assistance in construc- 
tion or improvement of airports within their territories provisions for long- 
eft operating rights at such airports for United States civil and military 
aircraft. 


DEVELOPMENT OF FUNDS REQUESTED FOR 1955 


Mr. Sixes. I would like to have you answer the question that has 
been asked earlier—how do you know that you need the specific 
amount of money you are requesting for this program? I realized 
that you have answered it previously, but the answer has been, to 
my thinking, somewhat sketchy, or incomplete. 

Now, will you tell me how you arrived at the figure you are request- 
ing from Congress at this time? 

r. Howe... The figure was arrived at on the basis of studying 
the 7-year operating history of the program, sir. No surveys were 
made which involved direct contact with sponsors. We have had 
contact with our own CAA field personnel and have obtained from 
them lists of By ae which they feel, with their knowledge of the 
situation, would be eligible and would develop in the first year of a 
reactivated Federal-aid airport program. 

Mr. Sixes. Has such a list been presented to this committee? 

Mr. Howe... No, sir. It was a very informal list. 
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Mr. Sixes. Apparently there is a list that activated your thinking. 
You just did not reach up into the thin air and say, “We want $22 
million.” Undoubtedly you have a tentative list. Is it a tentative 
list that gives you an operating basis upon which to develop a firm plan? 

Mr. Howe tt. It was primarily to establish the overall level of the 
program, and after studying several possible levels of the program, it 
was concluded that a level of $20 million for continental United States 
projects represented the minimum feasible level for a truly effective 
program. 

Mr. Stxes. You have been somewhat reluctant to introduce such 
a list into the record. Is it because you do not want to be bound to 
this tentative list that you used in your own deliberations? 

Mr. Howe tt. First of all, I do not have it with me. Second, I 
would say that the CAA would not like to be bound by such a list, but 
we would be very happy to furnish for the record that list of projects 
which our field personnel, without any direct sponsor contacts, fur- 
nished as being a list that would, in their opinion, develop during the 
the first year a reactivated program. 

Mr. Sikes. | certainly would like to suggest that you provide that 
list for this record inasmuch as you are going to place us in an inde- 
fensible position if we go on the floor and say, “We are recommending 
$22 million, but we do not know what for, and the CAA says that they 
do not know what for.’”” You see the position you would place us in. 
If there is a tentative list that activated your thinking, I believe this 
committee should have the benefit of it, and I request that you make it 
available. I recognize that you have said it is purely a tentative list 
and that you would not feel you should be bound by such a list be- 
cause additional studies will be necessary to develop a firm list after 
you know how much money you will have available. We understand 
those things. Will you make such a list available? 

Mr. Howett. We will make it available. 

Mr. Sixes. Will you see that each member of the subcommittee 
receives a copy. 

Mr. Howe... Yes. 

(The following statement was subsequently supplied:) 


SrareMENT CoNCERNING DEVELOPMENT OF A AIRPORT PROGRAM 
For Fiscat Year 1955 


From 1947 through 1953, appropriations were made by the Congress to carry 
out the purpose of the Federal Airport Act. No new funds were appropriated 
for fiscal year 1954 pending an evaluation of the Federal-aid airport program and 
a reevaluation of the proper role of the Federal Government with regard to 


airports. 

Phe studies by the Department of Commerce and of its special airport advisory 
committees were not completed at the time that it was necessary to submit budget 
estimates for fisce] year 1955. Therefore, funds were not requested for grants-in- 
aid to airports. The supplemental estimate of $22 million is now being presented 
in accord with the findings of this Department that the Federal Government should 
continue participation with State and local governments in the construction and 
development of civil airports which will primarily serve the national interest. 

There are projects known to be necessary and desirable which sponsors in the 
past have indicated would be undertaken if Federal funds were available for 
grants-in-aid. It is expected that other projects, some of which will be of higher 

riority and of which CAA is not currently aware, will be forthcoming when 

ederal funds are available: When sponsors have been given an opportunity to 
make known their requirements, all projects will be evaluated on the basis of 
eligibility standards which are more stringent than those used in past years. 
Further study will be given to those projects which are definitely eligible. 
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The reactivation of the Federal-aid airport program should be accomplished 
in the most orderly manner, After review of all factors by the CAA, the Depart- 
ment of Commerce, the Bureau of the Budget, and the President, it was deter- 
mined that $20 million was the minimum feasible level for an effective program 
in the continental United States. It is planned to select for accomplishment 
only those eligible projects which are of the greatest aeronautical need. 

In addition to the $20 million requested for grants-in-aid to airports in the 
continental United States, the budget estimate provides $250,000 for airports in 
Puerto Rico, $50,000 in the Virgin Islands, $225,000 in Hawaii, $225,000 in Alaska, 
and $1,250,000 for administrative expenses, for a total request of $22 million. 


MATCHING FORMULA 


Mr. S1xes. Now, will you tell me whether it is proposed to change 


the matching program, or whether this will operate as it has operated 
heretofore? 


Mr. Hownztu. The percentage of Federal participation will remain 
unchanged. 

Mr. Sixes. For the record, will you explain how the matching 
program operates and what is required of the community? 

Mr. Howe tu. We will insert that answer in the record. 

(The information referred to is as follows:) 


To participate in the Federal-aid airport program, a community is required to 
have available the funds for its portion of work which is included in any project. 
Eligible airports are limited to those which are publicly owned. First, a com- 
munity must file a project request, which is a simple form outlining the work 
proposed to be accomplished, together with a cost estimate. Based on the eligibil- 
ity of the airport and of the work proposed in the project request, and further 
based on the availability of Federal funds, tentative allocations are made for spe- 
cific projects and the sponsors are notified of this reservation of funds. The sponsor 
then files a project application, which is a formal document, and which contains 
assurances on operation of the airport as required by the Federal Airport Act, 
accompanied by detailed plans and specifications. Upon approval of the project 
application and accompanying documents by the CAA, a formal offer of the 
United States to participate in the project is sent to the sponsor. Upon acceptance 
of this offer by the sponsor, it becomes a grant agreement. The sponsor then 

: — to award contracts and go ahead with the actual construction work. 
Progress payments are made by the United States during the course of the con- 
struction activity in accordance with vouchers submitted by the sponsor and 
certified to by the district airport engineer. Final payment of the United States 
share of allowable project costs is made only after a detailed project audit has been 
completed. 

Federal participation on anv approved project is 50 percent of the allowable 
cost of the project with the following exceptions: 

1. In the ease of anv State containing unappropriated and unreserved public 
lands and nontaxable Indian lands (individual and tribal) exceeding 5 percent of 
the total area of all lands therein, the United States share shall be increased by 
whichever is the smaller of the following percentages thereof: (a) 25 percent; 
(b) percentage equal to one-half of the percentage that the area of all such lands 
in such State is of its total area. 

States qualifying under this exception, together with the allowable Federal 
share are as follows: 


2. United States share of an approved project in the Territories of Alaska and 
the Virgin Islands is 75 percent of the allowable project cost of the project. 

3. United States share of allowable project cost of an approved project for the 
installation of high-intensity lights on designated instrument runways is 75 per- 
cent of the allowable cost of such installation. 


|| 
Montana... 4. 76 
New Mexico_.__....._........ 56. 53 
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Mr. Rooney. Mr. Chairman, I am wondering where the “big 
brass’ is with regard to these requests of the Department of Com- 
merce, $121 million in supplemental! appropriations. We do not find 
here the Secretary or the Under Secretary for Transportation, Mr. 
Murray. I understand that Mr. Lee has some engagement out of 
town. 

This is a lot of money. I am very much concerned in view of the 
fact that we may be called upon to extend the debt limit before we 
leave here, which we hope will be about the Ist of August. 


ADMINISTRATIVE COSTS 


Now, I note on page 4 of the justifications with regard to the 
Federal airport program that you ask for $2 million in administration 
to handle about $21 million in grants; is that correct? 

Mr. Howe... That is correct, but that also covers a carryover 
program of approximately $63 million of active projects. Those are 
projects which are under construction or on which final payment has 
not been made. 

Mr. Roonry. How many people do you have working on policy 
planning down there in this outfit? 

Mr. Howeutn. None, sir, if I understand your question correctly. 

Mr. Rooney. Maybe we ought to call it program planning. How 
many people do you have working i in program planning? 

Mr. Howe... We have a staff of four in program planning. 


OFFICE OF PROGRAM COORDINATION - 


Mr. Rooney. Where is the staff of 19 that I have been told about? 
My infor mation is that you have 19 people working down there, spend- 
ing their time figuring out how to spend more of the taxpayers’ money. 
Where would that area be? 

Mr. Bearps.er. | am sorry that I do not have the figures before 
me, but I believe that staff of 19 would refer to the Office of Program 
Coordination. 

Mr. Roonry. Why did you dodge that a minute ago? Whether 
you call it program ‘coordination, program planning, or policy plan- 
ning, What difference does it make? You know what I mean. What 
are those people doing? 

Mr. Bearpster. That staff collects the basic statistics for use by 
the agency and prepares our forecasts of activity for guidance in de- 
eg ma proper criteria levels for various types of programs. 

OONEY. That is all very well and nice. How much does that 
staff us? 

Mr. Brarpster. We would have to supply that for the record. 

Mr. Rooney. What is the total payroll for those 19 people? Will 
you please insert that in the record at this point? 

Mr. Yes. 

Mr. Rooney. And also the names and the grades of the 19 you 
mentioned. 

Mr. Bow. And could we have the date of appointment, too? 

Mr. Roonry. Let us have the date of appointment. 

Mr. Bow. I would just like to see it. 

(The information requested is as follows:) 
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Staffing of the Office of Program Coordination as reflected in the 1956 budget submitted 


to Congress 
Date of ap- 
Title Incumbent pointment in | Grade 
this Office 
Administrator (Program Coordina- | Joseph D. Nov. 9,1952 | GS-15. 
jon 
oe development, Board liaison offi- | John E. Sommers---_--__.__. Mar. 20,1949 | GS-15. 
Elizabeth B, Dee. 21,1952 | GS-7. 
Plannirg staff: 
vid Thomas. Dec. 25,1949 | GS-14 
A. D’Arcy Harvey... Apr. 14,1952 | GS-14 
Williem B. Barnes. Mar. 2,1952 | GS-14. 
Richard K. Sept. 3,1950 GS-14. 
Program officer (international) Harry G. July 8,1951 | GS-14, 
Standardization coordinator Bartholomew 8S. Mar. 18,1951 | GS-14. 
Sylvia 1. Goring TRG Dee. 21,1952 | 
Secretary (stenographer) Rose Dellastatious. Feb, 18,1951 | GS-5. 
Georgia M. Ketchum ___._..| Dee, 8,1949 | GS-5, 
Mary Jane McCormick. June 8, 1952 | GS-5, 
Aviation statistics: 
Analytical statistician (general) Stafford Feb. 4,1951 | GS-14. 
Do James D. Aug. 25,1952 | GS-12. 
Elizabeth L. Umberger__...| Oct. 29,1951 | GS-11. 
Commercial Eleanor Dee. 81949 | GS-9. 
Do. Oct. 5,1953 | GS-9, 
Statistical Mary B. Feb. 17,1952 | GS-7. 
Ellen 8. Nov. 3,1952 | GS-5. 


Clerk ping) 
Liaison staff 

Chief international civil aviation organiza- | Claude Smith _____..-..___- Sept. 11,1952 | GS-15. 

tion officer. 

Air Coordinating Committee liaison officer_.| William C. Hanneman_ 


Ann C. McClure... 


4,1951 | GS-14. 


—- civil aviation organization | Robert W. Craig_.__.......- Jan. 7,1952 | GS-14. 
otheer. 
oy Air Coordinating Committee liaison | Edward Dodd_-_..-..-_..-- . 1,1951 | GS-13, 
otiieer. 
Administrative assistant 14,1946 | GS-7. 
Clerk-stenographer Doris Olsen __.....- . 24,1947 | GS-6. 
Dorothy . 29,1953 | GS-5 
Clerk- Charlotte 11,1950 | GS-5. 
Nancy . 51951 | GS-5. 


General aviation staff: 


Director - 7a Wiley Wright . 30,1950 | GS-15. 

Program officer Carl Clifford. . 30,1953 | GS-14. 

Vela Whatley 26,1952 | GS-5. 

Reports and evaluation: 

Evaluation er... aid Anthony T. . 30,1953 | GS-14. 
Charles F. Pentz_. 

.| Dorothy Rose. 


ACTIVITIES OF THE SEVERAL UNITS OF THE OFrFiIce or AssISTANT ADMINISTRATOR 
FOR PRoGRAM COORDINATION AS REFLECTED IN THE 1955 BupGeT UNDER THE 
HEADING ProGramM CoorDINATION 


1. Office of the Assistant Administrator for Program Coordination 

Advises the Administrator in the planning, coordination, and evaluation of the 
Civil Aeronautics Administration programs, domestic, and international. 
2. Planning staff 

Provides staff assistance in developing or securing the development of adequate 
CAA plans and _programs; identifying and analyzing basic program policy ques- 
tions involved in civil aviation, their relation to CAA policies and programs 
and recommends basic objectives as guides for long-range plans. 
8. Aviation slatistics 


Develops and conducts or coordinates a program for the collection and analyses 
of statistical data to provide for the needs of CAA programs and measures for 
determining the needs of civil aviation. 
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4, Liaison staff 

(a) Serves as the immediate staff of the Commerce member of the Air Coordi- 
nating Committee in assisting in the coordination and conduct of Department 
of Commerce participation in ACC activities. 

(6) International civil aviation staff develops, with the cooperation of other 
CAA offices, advance CAA plans and program requirements with respect to CAA 
international activities authorized by statutes, executive orders, treaties, includ- 
ing the Convention of International Civil Aviation and other authority; controls 
and coordinates CAA participation in international activities. 

5. General aviation staff 

Plans, coordinates and evaluates the CAA services for agriculture, industrial, 
executive, instructional, and personal flying; and formulates basic policies for the 
guidance of CAA employees in accomplishing these objectives. 

6. Reports and evaluation 

Determines the requirements for and assigns responsibility for the furnishing 

of periodic reports. 
ost of this staffing $320,700. 

_ Mr. Rooney. I have had people come to me connected with avia- 
tion reporting, aviation magazines, and periodicals, and they tell me 
this is the worst boondoggling outfit in the Government, these 19 
people down there. 

How long have these people been on the payroll? 

Mr. Brearps.ee. I cannot say exactly, sir, but that staff in some 
numbers has been in existence for a number of years. 


COST OF PROGRAM CONTEMPLATED 


Mr. Rooney. This program would envisage expenditures, according 
to page 11 of your justiiications, of $275,193,000 in Federal funds. 
When are we going to get to the end of this? 

Mr. Howe tu. The $275 million is an estimate of the development 
that is included in the national airport plan. 

Mr. Rooney. As matters now stand, you expect to ask for the 
appropriation by 1960 of $275 million in Federal funds; is that correct? 

r. Howeuu. Not necessarily, sir. First of all, the Federal Airport 
Act expires in 1958; secondly, the annual level of appropriation re- 
quests would depend upon circumstances at that time. 

Mr. Rooney. But the thinking of the Secretary of Commerce whom 
you represent, and the Under Secretary, Mr. Murray, whom you 
represent, and Mr. Lee, the Administrator of CAA, and you is that 
you will ask that the act be extended to 1960 so that by that time you 
will have requested of the Congress the amount of $275 million? 

Mr. Brearpster. Mr. Rooney, I believe no such decision has been 
made to request an extension of the Federal Airport Act, and the 
figure of $275 million to which you refer is merely a total taken from 
the national airport plan of the cost of doing all the work which 
appears would be required by 1960. 

r. Rooney. Yes. I think that is pretty well what I said. 

Now, these 19 people that you say you have down there are the 

people who came up with the following: 


The best available analysis of the needs of a national system of airports is con- 
tained in the 1953 national airport plan. 


I am reading from page 11 of the justifications. 


This plan is based on a forecast of the airport development required to meet 

the aeronautical demand that will exist as of 1960. To meet this demand, the 

lan estimates that the development or improvement of 1,910 airports is required 
in the continental United States, at a cost of $275,193,000 in Federal funds. 
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This represents the thinking of those 19 people, does it not? 

Mr. Bearps.er. The forecast 

Mr. Rooney. Will you please try to direct your answers to that 

uestion? Does that represent the thinking of the 19 people, or of 
that office? 

Mr. Bearps es. I believe, sir, that the forecast of —— 

Mr. Rooney. Does it? That is an easy question. This is merely 
preliminary to something else. 

Mr. Brearps er. I am trying to answer the question, sir. I believe 
the estimate of activity by 1960 was the result of the efforts of those 
19 people, but 

Mr. Rooney. We now have before us in a written document 
rheveonr to us by in the language which I just read. Does that 
anguage represent the thinking of the 19 people in that office? 

Mr. Partially, sir. 

Mr. Rooney. beg your pardon. 

Mr. Bearpsuee. Partially. 

Mr. Rooney. Partially? Does it not represent the thinking of the 
Under Secretary for Transportation, Mr. Murray? Otherwise, you 
would not be here presenting this justification to us, would you? 

Mr. Brearpsuez. I believe that is correct. 

Mr. Roonry. And this is also the thinking of the Secretary of Com- 
merce, is it not, because he, in effect, approves this—am I right? 

Mr. Yes. 

Mr. Roonry. And this has been approved by the President's 
Bureau of the Budget; is that correct? 

Mr. Yes. 


NUMBER OF POSITIONS 


Mr. Rooney. How many new positions are you asking for? 

Mr. Brearpster. One hundred and seventy one. 

Mr. Rooney. Where do I get the figure of 182? Is it on page 5 
of the justifications? 

Mr. Basniaut. The 182 positions is the difference between the 
amount allowed in the regular appropriation bill and the 271 positions 
requested in the supplemental estimate. 

Ir. Roonry. How many people do you have all told presently 
working on this program, the Federal-aid airport program? 

Mr. Howe tt. One hundred and forty-one. 

Mr. Rooney. Are you talking about persons or positions? 

Mr. Howe... Persons. Our authorized complement is 152. We 
have 141 positions filled. 

Mr. Roonry. How many people did you have in*thisJoffice of 
Federal-aid to airport program 2 years ago? 

Mr. Howe tt. In the fiscal year 1953 there were 298. In fiscal year 
1952 there were 370. If you are interested in 1951, it was 392, and in 
1950, 415. 

RENO MUNICIPAL AIRPORT 


Mr. Rooney. In connection with this program entitled, “Summary 
of class 4 and larger airport projects,’ I would like to ask you—and 
I assume no one has previously done so—with regard to the Reno 
Municipal Airport, where pursuant to this program it is estimated 
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Federal funds in the amount of $625,000 will be needed ‘‘to acquire 
United Air Lines Airport,”’ that airport was built by whom? 

. Howe. By the United Air Lines. 

. Rooney. At a cost of how much? 

. Howe tu. That figure I do not have. 

. Rooney. How many airlines go into Reno? 

. Howey. There are two. 

. Rooney. It is a principal stop on United? 

. Howe t. It is a principal stop on United Air Lines. 

. Rooney. What else does United have there? Do they have 
any shops? 

Mr. Howe tt. Not to my knowledge. I am not that familiar with 
the airport. Keno is also the northern terminus of Bonanza Airlines, 
a local service airline. 

Mr. Rooney. What is the theory under which you would relieve 
United Air Lines of the responsibility of their airport and pay them 
to turn 1t over to the municipality with moneys of the Federal tax- 
payers, including the people that I represent in Brooklyn, so that 
thereafter United Air Lines would have practically no expense what- 
ever in connection with Reno? What is the mentality behind that? 

Mr. Howe.u. We have received a request from the city of Reno to 
participate in their acquisition of the United Air Lines airport. We 
are aware— 

Mr. Rooney. Is this a general idea on the part of you people down 
there in CAA, that you assist municipalities with Federal funds in 
taking over airports from a big airline like United? 

Mr. Howe tu. This is the first case that has ever presented itself. 
Sa Rooney. Then why should you start on a program such as 
this? 

Mr. Howe tt. This is 1 of the 2 remaining airports in the United 
States that are used by scheduled air carriers that are not publicly 
owned. I will correct that. There are three airports. 

Mr. Roonry. Why should we not be going the other way, to make 
the airlines build and carry their own airports rather than have the 
public funds do so? 

Mr. Howetu. One reason for the city of Reno desiring to achieve 
public ownership was so that it would be eligible for the expenditure 
of military funds in the development of hangars and other structures 
necessary for a National Guard base at that location. I cannot say 
that the National Guard promoted the idea of the city acquiring the 
airport, but that is one of the end results of this acquisition. 

Mr. Bow. Is not the National Guard on the field now? 

Mr. Howe t. I do not know. 

Mr. Bow. I think our testimony last year was that the National 
Guard is there. That is one of the excuses for it last year. I think 
that we developed they were there. Excuse me for interrupting, Mr. 
Rooney. 

Mr. Roonry. Not at all, Mr. Bow. Thank you. I think you will 
agree that I tried to cut this down in the years that I served on this 
committee under Mr. Stefan and during the 4 years that 1 was 
chairman. We just seem to be up against it. Some of the things 
proposed appear incredible such as this—taking over an airport 
owned by United Air Lines with Federal taxpayers’ money. 

46868—54—pt. 2——-42 
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Wepnespay, 16, 1954. 


Criarms, Feperat Arrport Act 


Mr. Cievencer. We have an item here in connection with an 
airport-damage claim, one of those that is not in so much favor with 
this committee. 

The request is for $69,449. The pertinent portion of pages 10 
and 11 of House Document 428 will be ieconted in the record, and 
also age 1, 2, and 3 of the justifications. 

(The pages referred to are as follows:) 


CLAIMS, FEDERAL AIRPORT ACT 


“For an additional amount for “Claims, Federal Airport Act’’, to remain 
available until expended, as follows: Municipal Airport, Elko, Nevada, $69,449.” 

Section 17 of the Federal Airport Act (49 U.S. C. 1116) authorizes the Admin- 
istrator of Civil Aeronautics, on behalf of the United States, to consider, ascertain, 
and determine the actual or estimated cost of the necessary rehabilitation or 
repair of damage to public airports caused by Federal agencies and requires that 
he certify such amounts to the Congress. The certification of the Administrator 
as to the amounts found due are deemed to be contractual obligations of the 
United States. The Administrator has certified that the request for rehabilitation 
of the public airport at the location listed above is valid and was filed prior to 
March 31, 1954, as required by Public Law 105, approved July 8, 1953. 


JUSTIFICATION MATERIAL 
Claims, Federal Airport Act, Civil Aeronautics Administration 


Unobligated appropriation from prior fiscal years____.-......------- $160, 103 
Recovery of prior-year obligations, July 1, 1953, to Mar. 31, 1954.____ 206, 867 
Cumulative expenditures pet 1, 1953, to Mar. 31, 1954_..........-. 373, 535 
Employment: 
Average number, current appropriation._.__.....-.-.---------- 0 
Number involved in this estimate____...._.....-..------------ 0 
Actual employment, Mar. 31, 1954____....._..-..-.------------ 0 


1 $315,722.55 sent to Treasury surplus during January 1954; net available, $51,247, to be returned to surplus. 
PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


For additional claims certified by the Administrator, Civil Aeronautics Ad- 
ministration, under the authority contained in section 17 of the Federal Airport 
Act of 1946, as amended. The free balance indicated above is not available for 
bey! —— since all previous appropriations were for specific claims and may not 

iverted. 
GENERAL STATEMENT 


Section 17 of the Federal Airport Act, as amended, provides that the Adminis- 
trator of Civil Aeronautics “is authorized on behalf of the United States, to con- 
sider, ascertain, and determine, in accordance with regulations he shall pre- 
scribe’’—the actual or estimated cost of such necessary rehabilitation or repair of 
substantial damages to public airports, for which such public agency is entitled 
to reimbursement from the United States. 

“Such amount as may be found by the Administrator to be the actual or esti- 
sane cost of such rehabilitation or repair shall be certified by the Administrator 
to Congress.”’ : 

The Administrator has certified that the request for rehabilitation of the public 
airport at the location listed below is valid and was filed prior to March 31, 1954, 
as required by Public Law 105, 83d Congress. An appropriation of funds to 
provide for payment of substantial damages incurred by Federal agencies to this 
specific airpvort is requested at this time. This avpropriation will provide for the 
early physical completion of the repair and rehabilitation of the airport, thereby 
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eliminating delays which could cause further damage. The petitioners’ request 
and the amount found due follows: 


Petitioner’s Amount 
Date claim filed Petitioner Airport request certified 


Sept. 29, 1953 City of Elko, Nev_..........] Elko Municipal Airport. $116, 750 $69, 449 


DAMAGE TO ELKO MUNICIPAL AIRPORT 


Mr. Cievencer. Do you have a statement to make on this? 

Mr. Howe.u. Yes. This provides for reimbursement for damage 
which occurred to the Elko (Nev.) Municipal Airport. During the 
haylift operations on March 22 to March 31, 1952, heavy Air Force 
and Navy aircraft made numerous landings and takeoffs from the 
Elko Municipal Airport. 

On March 24, 1952, 2 days after the haylift operation started, the 
city of Elko advised the Corps of Engineers that military use was 
causing damage. This was followed with a letter dated March 31, 
1952, transmitting to the Corps of Engineers photographs of the 
damaged area. 

On December 10, 1952, heavy Air Force and Navy aircraft used the 
airport in connection with a search and rescue mission, tearing out 
temporary repairs which the city had made during the summer of 
1952. To repair the damage caused by military aircraft during the 
haylift operations the city filed a claim with the Air Force for $291,375. 
This was filed on April 12, 1952. The city advised that this estimate 
was based on visual observation and not on an engineering survey. 

The Corps of Engineers investigated the claim. The Air Force 
advised the city of Elko on June 12, 1953, that an accurate estimate 
of the damage was $20,200. The city felt that the sum of $20,200 was 
entirely inadequate and submitted a request to the CAA for $116,750, 
under section 17, which was received on September 29, 1953. The 
$116,750 request was based on an engineering survey. 

The CAA thoroughly investigated this matter and has made 
detailed inspections of the airport. These investigations revealed 
that the pavement was originally designed to carry maximum loads 
of 15,000 pounds on single wheels or 20,000 pounds on dual wheels. 
It was further established that during the haylift operation there 
were 110 loads on the runway by C-—54 and C-119 aircraft having 
gross loads of 63,000 to 64,000 pounds. In addition, there were 

ndings by aircraft of lesser weight, 2 landings by B-17 aircraft and 
2 by B-25 aircraft and approximately 50 landings by C-47 aircraft. 
In addition, some 30 military aircraft made numerous landings while 
engaged in a search for a missing military aircraft on December 10, 
1952. 

The military use of the airport left the runway badly broken, and 
some areas showed that serious settlement of the runway had occurred. 

The Corps of Engineers’ estimate of $20,200 was based on scar ifying 
and remixing 20,000 square yards of runway surface. This was in an 
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area down a part of the center section of the runway where visible 
surface damage had occurred. 

The CAA engineers who investigated this situation estimated that 
the cost of restoring the runway to a condition equivalent to that 
existing immediately prior to the damage was $69,449. This pro- 
vided for removal of and stockpiling the bituminous surface, repairing 
the base of the runway, mixing in additional asphalt with the bitumi- 
nous surface and restoring it to the runway together with the seal coat. 

CAA engineers found the damage was not confined to the bad 
breaks and failed areas where planes broke through or shattered the 
pavement but covered the entire westerly 4,200 feet of the 6,000 foot 
runway, an area of approximately 70,000 square yards. 

In certifying the amount of $69,449 to the Congress, the balance 
of the city’s request of $116,750, or approximately $47,300, was dis- 
allowed because it provided for work which constituted betterment. 
The amount certified provides only for restoring the ranway to a 
condition equivalent to that existing immediately prior to the damage. 

Although the city has made temporary repairs from time to time 
to keep the runway open, the cost of these repairs was not claimed by 
the city and is not included in the amount certified. The $69,449 
provides only for the actual restoration of the runway. 

Mr. Bow. What is that airport used for? 

Mr. Howe t. It is a reasonably active airport on a main trans- 
continental airway. It is owned and operated by the city of Elko. 
It is a regular stop on the United Airlines’ route. 

Mr. Bow. Has it now been repaired? 

Mr. Howexu. Not permanently; no, sir. The city has made tem- 
porary repairs from time to time to keep the field in a condition where 
it can be used. 

PRESENT USE OF FIELD 


Mr. Bow. How many flights do United have in there a day? 

“Mr. Howe xt. I would have to furnish that information. 

Mr. Bow. Does any other line besides United go in there? 

Mr. Howe think not. 

Mr. Basnicut. Probahly some local service but no major airline. 

Mr. Bow. I would like to have a list of the local service lines that 
go in, the number of flights, the number of aircraft based there, and 
the number of commercial facilities. 

Mr. Howe... There are no feeder lines, or local service lines 
certificated to serve Elko; only United Airlines. 

Mr. Bow. I would like to have the number of commercial flights, 
and I think that it might be well to have the other flights also. 

(The information requested is as follows:) 

Field activity at the Elko Municipal Airport consists of— 

(a) Scheduled air carrier, four flights daily by United Air Lines. 

(b) Military—-an average of 15 operations daily by itinerant military 
aircraft. This operation involves ety transportation of litter cases to 
the veterans hospital at Elko. hese operations are .in addition to the 
operations conducted by the Civil Air Patrol based on the field. 

(c) General aviation—based aircraft consist of 2 twin-engine aircraft and 
23 single-engine aircraft. There are no records available regarding the 
average number of operations in this category. 

(d) There is one aircraft service operator at the Elko Municipal Airport, 
who provides fuel, service, storage, aircraft and engine repairs, charter service, 
flight instruction, aerial photography, and aircraft sales. 
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Mr. Bow. Is there a tower at this port? 

Mr. Howe tt. There is not, sir. 

Mr. Bow. Are there any navigational aids at all? 

Mr. Howe tt. There is a low-frequency range and a communica- 
tions station. 

Mr. Bow. Are there any CAA employees there? 

Mr. Basnicur. At the communications station; yes. 

Mr. Bow. How many? 

Mr. Brarps.eE. Probably a complement of five in the communica- 
tions station. I would have to verify that. 

Mr. Bow. Are the runways lighted? 

Mr. Howe Yes. 

Mr. Bow. What is the size of the city itself? 

Nr. Howe tt. I would estimate 12,000. 

Mr. Bow. What is the nearest airport to it? 

Mr. Howe... The nearest ports would be Reno and Salt Lake City. 


COST OF AIRPORT 


Mr. Bow. What was the original Federal contribution to the build- 
ing of the airport? 

r. Howe... The airport was initially developed under the WPA. 
Ske eee have to find out. We can furnish for the record the WPA 
unds. 

Mr. Bow. And the original cost. 

Mr. Howe tt. We can furnish that for the record. 

Mr. Bow. | mean by the original cost, the cost of the runways, and 
so forth. I do not want the terminal facilities or anything of that 
kind that may have been put in. Will you also break that down into 
what was Federal and what was local? 

Mr. Howe... Yes. 

(The information requested is as follows:) 


Cost or Exixo, Nev., Arrport 


CAA records indicate the following expenditures under various programs: 


| | 
Program | Federal funds) City funds 
} 


Works Progress Administration - : 
Development of landing areas for ‘national defense_.........--.-------------- 
Federal-aid airport program 


1 City acquired 326 acres of land but cost is not available in CAA records. 


The above figures are exclusive of other costs to the city of Elko, the amounts 
of which are not available in CAA records. 


COST OF REPAIRS 


Mr. Cuievencer. Give us the figure again for the estimate of the 
damage. 

Mr. Howe .t. The military estimated that the damage could be 
repaired for $20,200. 

Mr. Bow. Did the military in their estimate of approximately 
$20,000 for repairs furnish the CAA with the specifications and a de- 
tailed study that they made whereby they arrived at their $20,000? 


| $85, 085 $56, 981 
179, 092 
70, 067 46, 546 
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Mr. Howe xt. They have furnished us with a copy of the report. 
May I say that the city filed its claim with the military originally 
on the basis of a use agreement with the military which they had 
entered into—I think it is a standard agreement they have entered 
into with most airports. 

Mr. Bow. | am interested in the report given the CAA by the Army 
engineers as to their estimate of the cost of the repairs. 

Mr. Howe tu. Yes; we have a report from the Army engineers. 

Mr. Bow. I think that it would be well to have that in the record, 
Mr. Chairman, their appraisal, and then also the report of your in- 
vestigators and engineers as to your findings so that we may see some 
reason for this difference between the one-hundred-thousand-odd 
dollars of the city, the $69,000 of the CAA, and the $20,000 of the 
Army engineers. I think that those three should be available to us. 

Mr. Howe t. | will be glad to furnish that. 

(The information requested is as follows:) 


SumMMARY OF DetarLepD REGIONAL AND WASHINGTON OFrFicE ENGINEERING 
Reports RELATIVE TO DAMAGE CAUSED BY UNITED States MILITARY AGENC\ES 
To THE Municipau Arrport, Evxo, NEv. 


This is a summary of the engineering reports prepared by region 4 and the 
Washington office of the Civil Aeronautics Administration covering damage 
caused to the runway pavements on the municipal airport at Elko, Nev., as a result 
of operations by the United States Air Force and the United States Navy. De- 
tailed copies of these reports, together with photographs showing the nature and 
extent of the damage, are on file in the office of Airports, Civil Aeronautics Admin- 
istration, Washington, D.C. 

The data contained in these reports definitely establish that the Elko Municipal 
Airport was substantially damaged through overloading and abnormal use of the 
landing area (a) by the United States Air Force in conducting Operation Haylift 
during the period between March 22, 1952, and March 31, 1952, and (b) by the 
— States Navy in conducting a search and rescue operation on December 10, 
1952. 

Briefly, the damage consisted in general cracking and breakage of the bituminous 
surface throughe ut the westerly 4,200 feet of the runway with localized areas of 
breakage and deterioration in the adjoining 650 feet to the east. In some of the 
broken areas, the base course and subgrade were damaged to the extent that re- 
moval and replacement of material is necessary. Restoration of the westerly 
4,200 feet, in accordance with these reports, requires (a) repairs to subgrade and 
base course where necessary, (b) reconditioning of base course by adding crushed 
aggregate, (c) salvage of existing bituminous surface by scarifying and mixing with 
additional bituminous material and aggregate, and (d) applving a bituminous seal 
coat. It has been estimated that the total cost of this rehabilitation, including 
engineering, will amount to $69,449. 

In connection with the cost of restoration, the United States Air Force, on the 
recommendation of the Corps of Engineers, offered the citv of Elko a total of 
$20,200 to make the necessary repairs. Region 4 and the Washington office are 
in complete agreement that the method of restoration proposed by the Corps of 
Engineers would not be adequate to restore the pavement to its condition prior 
to the damage caused by Operation Haylift. This amount of money would prob- 
ably be suitable to restore those areas where the pavement was torn loose and 
shattered. It apparently overlooks the more general damage as indicated by 
the deformation, cracking, and corrugations in areas adjoining those which were 
badly torn up. These larger areas of pavement, while still in place, are severely 
damaged and must be reconstructed if restoration is to be accomplished. 

On the other hand, the petitioner, with the advice of the Nevada State High- 
way Department, requested restoration of the pavement on the westerly 4,500 feet 
by reconstruction of the existing pavement and the addition of 6 inches of crushed 
gravel base course and 2 inches of bituminous surface course. There is little doubt 
that such an improvement would modernize the airport so that it would be ca- 

ble of taking care of the aeronautical need of the community in the foreseeable 
uture but there is also no question that this construction would go far beyond the 
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point of restoration of the damaged area and would constitute a betterment. In 
order to accomplish this work the petitioner requested the sum of $116,750. 

Based on the information contained in these reports, it was determined that the 
petitioner is entitled to be reimbursed by the United States in the sum of $69,449 
as a reasonable cost of restoring the damaged facility to a condition equivalent to 
that existing immediately prior to the damage. 

Mr. Howe t. Briefly, the difference is the engineers’ estimate 
provided for, shall we say, repair of such surface as was visibl 
damaged. The CAA estimate deals with greater portions whic 
show signs of distress and base failure. 

Mr. Bow. If the full $69,000 was used, would the runway be in 
better shape than at the time of the airlift? 

Mr. Howe tt. No, sir. We have excluded from the claim the 
actual betterment of the runway which was included in the city’s 
request. 

r. Bow. I believe that is all. 

Mr. Cievencer. When was this claim filed? 

Mr. Howe t. It was received by the CAA on September 29, 1953. 
There is a matter of only a day or two, I assume 

Mr. CLEVENGER. It was filed subsequent to the closing date of the 
appropriation bill? 

r. Howe t. It was filed prior to the closing date, if I understand 
your question, of the reactivation of the section 17 program. 

Mr. CieveNnGER. I am wondering if it was in time to be included 
in the regular bill. 

Mr. Howe tt. I am sorry. I beg your pardon. The evaluation 
was not completed until—— 

Mr. CLEVENGER. You see, we put a cutoff date on these claims as 
far as the committee was concerned. Then Congress changed it. 

Mr. Howe tu. That is correct. 

Mr. Cievencer. It got so ridiculous you could not face them. 

Mr. Howe t. A deadline of July, 1951, was established, but the 
— was reopened in the fiscal year 1954. It set March 31, 1954, 
as the last date for filing any claims. 

Mr. CLevenGcer. This was prior to that? 

Mr. Howe tu. While the claim actually was filed in September of 
1953, the necessary evaluations were not completed in time for it to 
be included in the regular budget. 

Mr. CLevencer. This was action of the Congress? 

Mr. Basniaur. I believe, sir, the appropriation bill 3 years ago 
established a cutoff date in the last session of the Congress. Section 
17 was reactivated in principle under an amendment to the Federal 
Aid Airport Act. 

Mr. Cievenacer. You will agree that these claims got to the point 
of a racket 7 or 8 years after the war. In fact, the men who brought 
— here could not keep their faces straight while they presented their 
claims. 

Mr. Bow. May I ask 1 or 2 more questions? 

What was Operation Haylift? 

Mr. Howe t. It was an emergency operation. It is my recollec- 
tion that due to severe snowstorms dropping hay from military air- 
craft.was accomplished in order to save distressed livestock. 

Mr. Bow. Which was requested by the area out there? 

Mr. Howe tt. I have no knowledge of that. 
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Mr. Bow. It was for the benefit, certainly, of the community that 
was being served by the Air Force; is that right? 

Mr. Howe.t. I do not know just where the operation was con- 
ducted, except that it was based at the Elko Airport. 

Mr. Coon. And requested by the Governor of Nevada to assist 
those distressed stockmen who were there. There were such high 
snowdrifts no transportation was available to them except by airplane. 

Mr. Hows tt. I do not know the mechanics of the request. 

Mr. Bow. It might be interesting to know how much the loss would 
have been to those people if the Federal Government had not gone in 
with the haylift to help the people of the community. 

Mr. Cievencer. The committee will stand adjourned. 


WEDNESDAY, JUNE 16, 1954. 
Bureau or Roaps 


InrER-AMERICAN HIGHWAY 
WITNESSES 


JAMES C. WORTHY, ASSISTANT SECRETARY (ADMINISTRATION) 

O. H. NIELSON, DEPARTMENTAL BUDGET OFFICER 

FRANCIS V. DU PONT, COMMISSIONER OF PUBLIC ROADS 

FRANCIS C. TURNER, ASSISTANT TO THE COMMISSIONER 

E. J. MARTIN, JR., BUDGET OFFICER 

ROBERT E. WOODWARD, DEPUTY ASSISTANT SECRETARY FOR 
INTER-AMERICAN AFFAIRS, DEPARTMENT OF STATE 

JOHN L. OHMANS, OFFICE OF MIDDLE AMERICAN AFFAIRS, DE- 
PARTMENT OF STATE 


_ Mr. Cievencer. The committee will come to order. We will 
take up this matter for the Bureau of Public Roads, on the Inter- 
American Highway. The request is for $5 million. 

The pertinent portion of page 12 of House Document 428 will be 
inserted in the record. 

(The information is as follows:) 


Bureau or Puruic Roaps 
INTER-AMERICAN HIGHWAY 


“For an additional amount for ‘Inter-American Highway,’ $5,000,000, to 
remain available until expended.” 

This proposed supplemental appropriation is recommended as a step in im- 
proving our relationships with Latin America in accordance with the program of 
the President. The increased amount will provide for improving and extending 
the Inter-American Highway in three important Central American Republics— 
Nicaragua, Costa Rica, and Panama. 


JUSTIFICATION MATERIAL 


Mr. Cievencer. We will also insert in the record pages 1 and 2 of 
the justifications. 
(The information is as follows:) 
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Inter-American Highway 
(H. Doc. 428) 


a: to remain available until expended 
Budget estimate (1955) 
Revised budget estimate (1955) 


1 In addition prior year balance of $388,000. 


Supplemental needed July 1954 
Employment: 
Average number, current available funds 
Number involved this estimate 
Aetual employment, May 1954 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


The Federal-Aid Highway Act of 1954 provides for completion of the Inter- 
American Highway by continuing the unappropriated portions of previous 
authorizations contained in the 1952 act, and authorizing an additional appro- 
egg 4 of $8 million per year for each of the fiscal years 1955 to 1959 inclusive. 

his, in effect, establishes a 5-year period for completion of the highway and this 
supplemental estimate of $5 million is required in order to accelerate the program 
to a rate of accomplishment that will permit completion in reasonable conformity 
with the authorizing period. 

Not to exceed one-third of the annual appropriation is available without 
matching by the country or countries in which it is expended if the Secretary of 
State shall find that the cost of construction is beyond their reasonable capacity 
to bear. The remainder of the annual appropriation must be matched by the 
country in which the funds are expended by at least one-third of the total 
expenditures. 

‘xpenditure of Inter-American Highway appropriations must conform to the 
rocedure and limitations of section 11 of the Pederal-Aid Highway Act of 1950. 
n brief, section 11 provides that the other cooperating governments shall provide 

all necessary right-of-way; will not impose any highway toll; will not levy any fee 
or tax on United States vehicles or persons of the United States that does not 
apply to nationals; will grant reciprocal recognition of drivers’ licenses and 
vehicle registration; and will provide for the maintenance of the highway after 
its completion. 

The pepe table shows the improvement status of the Inter-American 
Highway as of June 1, 1954: aSBS 

Milles 


All Impass- 
weather | able 


Work is currently underway in El Salvador, Nicaragua, Costa Rica, and 
Panama. The work in El Salvador consists of base course and bituminous treated 
surface over 21 miles of the highway. Work in Nicaragua is underway replacing 
temporary wooden structures with permanent bridges and 15 miles of grading, 
draining, and base-course construction. Two projects are under construction in 
Panama. One  ntperw for the grading, draining, and paving of 15 miles from 
David south. he other, covering 9 miles between Rio Hato and Anton, pro- 
vides for grading, base course, and construction of 2 bridges. Work is continuing 
towardithe elimination of the impassable section of the highway in northern Costa 


Rica. The full amount of the 1954 appropriation is being used for this purpose. - 
In fiscal year 1955 it is proposed to continue the grading, base course, and bridge 
work in northern Costa Rica to the extent that the impassable gap will be opened 


|| 

| 

Guatemala rs 67 242 | 25 334 
Salar ee 76 226 | 14 316 
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only to limited use because funds provided will not complete it to aceepted 
standards. This item was provided for in the original budget estimate. Under 
the supplemental estimate it is planned to reactivate the field surveys in southern 
Costa Rica on the impassable section between San Isidro and the Panama border, 
deferring the design and plans preparation to a subsequent fiscal year. In Nicara- 
gua two projects are proposed for the fiscal year 1955, (1) the construction of 
bridges between Rivas and the Costa Rica border, so that uninterrupted traffic 
may be possible upon opening the Costa Rica portion, and (2) grading, base 
course, and bridges on 30 miles of the existing low-standard section of 70 miles 
between Somoto and Sebaco. In Panama in fiscal year 1955 it is proposed that 
grading, base course, and bridge construction will be done on approximately 30 
miles of the substandard section between David and Remedios. 

In addition to allocations for the work described above, a reserve will be main- 
tained for allocations to cooperating countries as determined to be expedient by 
the Department of State and the Bureau of Public Roads, based on rate of 
progress, ability of countries to match allocations at time of their availability, and 
other considerations. 

The administration and engineering estimate shows an increase of $84,000 over 
the budget estimate which is necessitated by the greatly expanded program. In 
order to efficiently administer the size and type of program planned in the Central 
American countries the revised estimates provide for the establishment of a 
division office in the field. 


Mr. CLevenGER. Have you a statement, Mr. du Pont, on this item? 


GENERAL STATEMENT 


Mr. pu Pont. I have a short statement, sir. 

Since our submission of the regular budget estimate for the Inter- 
American Highway work for the fiscal year 1955 of $1 million, and its 
approval by the House, the Congress has passed the Federal-Aid 
Highway Act of 1954. This act, in addition to providing increased 
authorizations for Federal-aid work, authorized an appropriation of 
$8 million for each of the fiscal years 1955 through 1959, inclusive, 
for completion of the Inter-American Highway. The act also pro- 
vided for continuation of the unappropriated portions of prior au- 

thorizations for the Inter-American Highway which, exclusive of the 
1955 appropriation, amount to $15 million. 

In order to provide for a highway program in the Central American 
Republics somewhat comparable to the authorized amount for the 
fiscal year 1955, this supplemental estimate of $5 million is being re- 
quested at this time. Representatives of the State Department are 
here to justify the supplemental estimate, and I and my staff will be 
glad to answer any questions in respect to program operations that 
the committee may have. 

Mr. Cievencer. Why was this not asked for when we were con- 
sidering the regular budget? 

Mr. pu Ponrv. I think insofar as the justification of this whole 
program is concerned we have to defer to State. 

Mr. CievenGcer. I imagine that the questions I might address 
myself to will require an answer. Who will answer? 

Mr. pu Pont. Mr. Turner is in charge of our foreign operations 
and can give you the details as to where and how this money will be 
sg e have also a representative from the State Department 

ere. 

Mr. CLevencer. You have a statement you want to make to the 
committee? 

Mr. Woopwarp. Yes, Mr. Chairman. 
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Mr. Henry Holland, the Assistant Secretary for Inter-American 
Affairs, wanted very much to come here this morning. Since this is 
an executive session, I believe—is it not, sir? 

Mr. CLeveNGER. Yes, all our sessions are executive. 

Mr. Woopwarp. I can say off the record that he suddenly dis- 
covered that there was a possibility this morning at a meeting of the 
Council of the Organization of American States the Guatemalan 
representative might take some initiative which would have tended to 
throw our collective action off balance. He was busy organizing 
strategy for that. 

He, wanted very much to testify personally because of the im- 
portance of testifying. 

Mr. Rooney. There is no reason for that to be off the record. 

Mr. CLevencer. I do not see anything that affects national 
security. 

Mr. Rooney. You are merely telling us that he is working today. 

Mr. Woopwarp. [ just mention that. 

Mr. CLevencer. I might comment to you that our hearing seems 
to be complicated with the absence of superiors in every case, except 
for Mr. duPont. They are all out of the city when we are trying to 
develop important information here. We get the first sergeant in- 
stead of the brigadier general. 

Mr. Rooney. I wonder, Mr. Chairman, how serious they are in 
this request for $121 million worth of supplementals, in not sending the 
“brass’’ up here. 

Mr. Cievencer. I do not know. 

Is there any portion of this appropriation to be spent in Guatemala? 

Mr. Woopwarp. None, sir; except in the eventuality that there is 
a sufficient change in government there so that we will have a govern- 
ment with which we can deal. In that case, as Senator Ferguson 
indicated with respect to the original $1 million, naturally we would 
expect to consult with the committee before proceeding. 

Mr. CLevencer. Not being a military expert, I cannot see how it 
would benefit us very much if we built even a nice highway down to 
the Canal Zone, inasmuch as we hold no intervening military posi- 
tions. I cannot see how it would insure the safety of the canal very 
much to build a perfectly beautiful boulevard for the movement of 
Communist forces down to dynamite or blow up the locks in the 
Panama Canal by a surprise attack. 

Mr. Woopwarp. You are now speaking about 

Mr. CLevencer. Building the intervening mileage below Guate- 
mala to the Panama Canal. That is our main concern down there, 
commercially and militarily. 

Mr. Woopwarp. I believe it is almost impossible to assess the 
military and strategic need for this. 

Mr. Crevencer. I think you will admit that we have not any 
intermediate military forces outside of the zone at the present time. 
We have not any Panamanian Zones, even, occupied by American 
troops outside the Canal Zone, I blieive. 

r. Woopwarp. No. We have no United States Army bases in 
Panama outside of the Canal Zone, but we do have now military 
assistance agreements with Nicaragua and with Honduras. 
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Mr.CLevencer. With all due respect to them, we do not know 
exactly how long it would take them to react in force if an attack were 
organized. 

Mr. Woopwarp. These agreements depend upon their agreeing to 
set aside a force which has the specific function of dovetailing into a 
hemisphere defense plan. That is the only basis upon which we give 
them any military assistance. The interchangeability between 
countries of that could be useful. 


CONTRIBUTION FORMULA 


Mr. CLevencer. Are you changing our formula of contribution 
here? Is it the same with all the Central American countries for their 
part of the contribution? 

Mr. Woopwarp. The standard formula has been two-thirds by us 
and one-third by them on this road. 

Mr. Cievencer. They are ready to proceed in case they should 
get this $5 million? 

Mr. Woopwarp. We just had a request from the Costa Rican 
Government for a substantial increase. They have indicated their 
willingness to go right ahead with an additional contribution of 
$1 million if we were prepared to operate on the same formula and 
give them $3 million. 

Mr. CLevenGer. It is 75-25? 

Mr. Woopwarp. No, it is 66-33. 

Mr. CLevenGcer. One-third and two-thirds? 

Mr. Woopwarp. One-third and two-thirds. 

Mr. Cievenaer. We do better by the Central American states 
than we do by the American States in highway building. 

Mr. Woopwarp. I do not know, sir. 

Mr. CLtevencer. Ask Mr. duPont. 

Mr. Woopwarp. I do not know what the percentage is. 

Mr. pu Ponr. I will have to say “Yes” and “No.”’ On some of 
the programs we do it 50-50 and on some of them we do it 60-40. 

Mr. Cievencer. That is a new innovation, too? 

Mr. pu Pont. Yes, sir; that is right. 


STATEMENT OF DEPUTY ASSISTANT SECRETARY FOR INTER-AMERICAN 
AFFAIRS 


Mr. Woopwarp. Mr. Chairman, may | submit for the record the 
statement Mr. Holland was to have made? 

Mr. CLEvENGER. Yes, we will have that made a part of the record. 

(The statement is as follows:) 


STaTEMENT OF F. Woopwarp, Deputy AssIsTtaANT SECRETARY FOR 
InTER-AMERICAN AFFAIRS BEFORE THE Housr COMMITTEE ON APPROPRIATIONS 


The Congress is about to complete action on the appropriation for the 1955 
fiscal year to the Department of Commerce of $1 million for United States Gov- 
ernment assistance toward completion of the Inter-American Highway in Centra] 
America. As a result of a carefully considered decision of uhe administration, 
made at a Cabinet meeting at which consideration was given to concrete methods 
by which we might improve and strengthen our relations with Latin.America 
in ways that would directly benefit the United States, a request has been made 
for a supplementary appropriation of $5 million for increased United States 
assistance toward the completion of the Inter-American Highway. 
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The Congress, in the Federal Aid Highway Act of 1954, agreed upon new author- 
izing legislation giving ample authorizavion for appropriations to enable that 
cooperation to continue. 

While it is the responsibility of the State Department to give its reeommenda- 
tion to the Congress concerning this proposal for financial assistance to certain 
Central American countries, funds for this purpose are appropriated by the 
Congress to the Department of Commerce so that the Bureau of Public Roads 
may disburse them under careful technical supervision by highway experts. 

The Pepartment of State considers that the appropriation of an additional $5 
million for the purpose of furthering work on the Inter-American Highway would 
be a most effective method of giving assistance that will have the maximum 
reciprocal benefit to the United States. This benefit will be of a commercial, 
economic, political, and military character: (1) commercially, because the high- 
way contributes directly to increased use of American automobiles and other 
products and indirectly because of the generally increased economic activity; in 
addition, a substantial part of the American funds expended in this manner 
returns to the United States in the form of purchases of American-manufactured 
equipment, materials, and supplies for work on the highway; (2) economically, 
because the highway opens up new and rich areas for agricultural and other 
development, and this economic development contributes to business activity, 
political. stability and increased strength in the vital Central American area; 
(3) politically, because the increased interchange of personal visits between 
neighboring countries in Central America has been shown to reduce mutual 
suspicions and jealousies and to improve political relations. Moreover, this form 
of development is so greatly desired that the United States finds an improved 
climate in its direct relations with these Governments because of its assistance in 
building the highway; (4) militarily, because of the added economic strength from 
the highway, and because of the direct assistance of improved transport within 
the countries and between neighboring countries. 

It may be of interest to this committee that with respect to the commercial 
advantages, the United States exports of both automobiles and farm equipment 
to Central America have increased over 10 times in dollar value since 1940. 

Undoubtedly this highway will someday be a great international artery. The 
United States has a large investment in the Inter-American Highway. About 
$47 million has been spent on the road thus far including approximately $6 million 
apprepriated ‘to the Stave Department and the War Department, but not counting 
certain rioneer-type roads built by the Army in haste early in World War ITI 
in an effort to meet the military needs of the United States in the area. The 
Central American countries, as part of their cooperation, have spent almost as 
much. It is estimated that it will cost a minimum of $55 million to complete 
the United States share of the highway to acceptable standards. Incidentally, 
the present $5 million request would build less than 2 miles of dual highway in 
urban areas in the United States. 

This amount, however, will build a large amount of all-weather highway in 
Central America. First priority is now being given to completion of a good all- 
weather road in northern Costa Rica, to make a permanent connection with 
Nicaragua. There is now a “pioneer’’ road just completed over this section. The 
next priority for funds is the completion of all-weather surface and bridges on 
2 sections of the highway in Nicaragua and 1 in Panama. A small amount of the 
funds would then be devoted to continuing work on the survey of the remaining 
impassable gap in southern Costa Rica. The balance of the funds would be held 
in reserve temporarily to utilize them as developments in the Central American 
countries evolve during the next few months. 

It may be of interest to the committee that there are now only 3 impassable 
stretches, totaling 186 miles in all, which prevent one from driving from Washing- 
ton to Panama. Of these, 1 stretch of 25 miles is in northern Guatemala. No 
assistance is being given to Guatemala for construction in this gap. There are 
133 miles in southern Costa Rica where absolutely no road exists and this condi- 
tion continues for an additional 15 miles into Panama to the town of Concepcién. 
The almost impassable section of 13 miles in northern Costa Rica previously re- 
ferred to as a pioneer road is expected to be completed to all-weather standards 
this year. The rest of the road is passable and the countries have shown them- 
selves competent to maintain the Inter-American Highway in the condition that 
it has been completed. This is the responsibility of each country in which the 
highway exists. As construction proceeds, it must conform with the procedures 
and limitations of section 11 of the Federal Aid Highway Act of 1950 as amended. 
In brief, section 11 provides that the other cooperating governments shall grant 


all necessary rights-of-way; that they will im no highway toll, levy, fee or 
tax on United States vehicles that does not likewise apply to nationals of the 
country; that they will grant reciprocal recognition of drivers’ licenses and vehicle 
registration, and that they will provide for maintenance of the highway after its 
completion. 

In addition to the considerations I have mentioned, there are of course the 
unforseeable and emergency possibilities that a through highway (or a highway 
that can be completed in a few months of emergency speedup) might turn out 
to be a very farsighted investment for the security of the Panama Canal and the 
supplying of defense forces in the whole area. 

Mr. Woopwarp. The decision to request an additional $5 million 
was made well before the current Central American crisis had come to 
a head. After the administration had had a chance to study the 
Eisenhower report recommending certain new steps to try to improve 
relations and strengthen them with the American Republics, after 
that report had been studied, the Cabinet had a meeting on the 5th 
of March at which it was decided that this would be requested. So the 
request has that much thought and deliberation behind it. The feeling 
was that we should find the most useful ways we could to accelerate 
the economic and political development in this area. 


APPROPRIATIONS AND AUTHORIZATIONS 


Mr. CievenGcer. You say there are $15 million of authorization 
remaining. This proposes $8 million for how many years? What is 
that authorization? 

Mr. pu Pont. 1955-59. 

. Mr. CievenGer. 1955-59. That would be an additional $40 mil- 
ion? 

Mr. pu Pont. Five years. $40 million. 

. CLEVENGER. $40 million with the carryover? 

. Turner. Plus $15 million. 

. CLevenGcer. That is $55 million. 

. pu Pont. Yes. 

. Woopwarp. ‘With those authorizations we obtained $1 million 
Jast year, and a request is now in process of consideration, or in 
conference, for $1 million. This one makes it $6 million. 

Mr. CLevenGeR. How long is it going to take for this program, 
if you spend at a rate of $5 million a year, to complete it. 

r. pu Pont. That would not complete it, sir, in its entirety. We 
have reevajuated to the extent of our ability, and we estimate it 
would cost about $58 million to complete the road. 

Mr. Cievencer. For our share? 

Mr. pu Pont. Yes, sir. 

Mr. Cievencer. That completes what? A 24-foot road? How 
wide is it? 

Mr. pu Pont. I have forgotten. 

Mr. Turner. It is a 32-foot roadbed with 20-foot surfacing. 
Mr. Cievencer. It is hardly a modern road. 

Mr. Turner. Yes, sir. It would be a modern road to the standard 
that we use in this country for similar types and volumes of traffic. 

Mr. Cievencer. My goodness, that is an international highway, 
or intercontinental. e build the State highways now 24 feet in 
most places. 

How much has been appropriated to date for this operation? 
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Mr. Turner. Only $1 million is currently appropriated. 

Mr. Cievencer. This year? 

Mr. pu Pont. Do you mean total, sir? 

Mr. CLEVENGER. Yes. 

Mr. Martin. $40,999,302 has been appropriated directly to Public 
Roads. In addition, a total of approximately $6 million was appro- 
priated to the State Department and War Department in the early 
stages of the project. 

Mr. CLevenGer. That has been previously spent. What has that 
cost us on the average per mile of completed highway? 

Mr. Turner. It would be very difficult to average it out, Mr. 
Chairman, because that expenditure has been spread out over so 
many miles with different types of improvement. 


TYPE OF CONSTRUCTION 


Mr. CLevencer. What are you building now? Is that a bitu- 
minous bond or concrete? 

Mr. Turner. No, sir; neither type. We are doing grading and 
drainage and permanent bridges and a gravel base. We are not 
putting down any bituminous or concrete surfaces using these funds. 

Mr. pu Pont. The $58 million I mentioned does not include a 
bituminous surface. 

Mr. CLevencer. It does not include it? 

Mr. pu Ponr. No. 

Mr. CLEvENGER. It is just the preliminary engineering? 

Mr. pu Pont. No, it includes construction with a gravel surface. 

Mr. Woopwarp. It is a very high type of gravel road, is it not? 

Mr. Turner. That is right. It would be a standard that would be 
adequate for the volume of traffic that is expected for the next several 
ears. 
Mr. CLevencer. Any questions, Mr. Bow? 

Mr. Bow. I do not know whether I understand. 


WORK CONTEMPLATED WITH FUNDS REQUESTED 


Just what portion do you expect to finish with this supplemental? 

Mr. pu Pont. I think it would be better if you would look at this 
map, sir. 

Mr. Bow. Yes, it probably would. 

= Cuevencer. After all, Guatemala provides the gap in the 
road. 

Mr. Bow. That is just what I was going to get into, Mr. Chairman. 

Mr. Woopwarp. That gap is just 25 miles, so that in the case of 
any real situation, where we had to have a road all the way through 

r. Bow. Does the highway, as I understand it, now come on down 

through Mexico? Is it completed through Mexico to Guatemala? 

Mr. Turner. To the border; yes, sir. 

Mr. Woopwarp. A hard surface right down to the frontier. 

Mr. Bow. To the frontier of what? 

Mr. Woopwarp. Of Guatemala. 

Mr. Bow. The north or south frontier? 

Mr. Woopwarp. The north frontier, from Texas. 

bom Bow. In other words, the road is completed through Guate- 
mala? 
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. Woopwarp. Through Mexico. 

. Bow. Through Mexico to Guatemala? 

. TurNeER. Yes, sir. 

. Woopwarp. Then there is a gap. 

. Bow. There is a gap there which is impassable which is 
marked here in red on that map? 

Mr. TurNeER. Yes, sir. 

Mr. Bow. What distance is that? 

Mr. Woopwarp. 25 miles. 

Mr. Bow. The portion you intend to complete with these funds is 
in Costa Rica? 

Mr. Turner. They are indicated there with the sections that I 
have marked in pencil. 

Mr. Bow. That is part of Costa Rica and Panama? 

Mr. Turner. And two sections of Nicaragua. 

Mr. Bow. Yes, I see; two sections of Nicaragua. So what we 
would have would be a completed highway—that is, a passable 
highway—from approximately 25 miles south of the northern border 
of Guatemala to Panama? 

Mr. Turner. No, sir. 

Mr. Woopwarp. This would take it down to San Jose, Costa Rica, 
and would improve some of the poorer road in Panama, and make a 
survey of southern Costa Rica. 

Mr. Bow. If I read this map correctly, this shows through Costa 
Rica an all-weather highway down to—— 

Mr. Turner. San Isidro. 

Mr. Bow. San Isidro? 

Mr. Turner. Then there is an impassable gap from San Isidro 
to Concepciédn. 

Mr. Bow. That you figure on doing with these funds? 

Mr. Turner. No, sir. The $100,000 indicated there for that 
section is for continuing the survey. 

Mr. Bow. I see. - . 

Mr. Turner. For the preparation of plans for future work. 

Mr. Bow. That is what is marked here as 2—B? 

Mr. Turner. Yes, sir. 

Mr. Bow. That is only engineering planning; is that correct? 

Mr. Turner. That is correct, sir. 

Mr. Bow. Your 3-A is actual construction of $1,244,000, which is 
in Panama? 

Mr. Turner. In Panama. 

Mr. Bow. Is that correct? 

Mr. Turner. That is correct, sir. There are 4 items of construc- 
tion and 1 item for survey and plans. 

Mr. Bow. But from 25 miles within the northern border of Guate- 
mala to San Isidro we do have a road that can be traveled except, 
perhaps, for a very small portion at La Cruz in Costa Rica; is that 
correct? 

Mr. Turner. That is correct, sir. We are working in that section 
now and we anticipate that we will close that gap with a pioneer-type 
road about August of this vear. 

Mr. Bow. Off the record, please. 

(Discussion off the record.) 
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CONSTRUCTION IN GUATEMALA 


Mr. Bow. How much have we contributed so far in the building of 
that portion of the highway through Guatemala? 

Mr. Woopwarp. While Mr. Ohmans is getting the precise figure on 
that, sir, may I say that the thing that has always seemed to me to be 
regrettable about that is that that 25-mile stretch was not finished at 
the time we were cooperating with the Guatemalans, so that we could 
now see what the effect might have been with the influence of American 
tourists who would be coming down to Guatemala perhaps by the 
hundreds or even thousands. 

Mr. Bow. Do you have that figure? 

Mr. pu Pont. $6 million in United States dollars, and they have 
contributed $3 million. The total is $9 million. 

Mr. Bow. In other words, we have put $6 million into Guatemala. 
How much road have we actually built in Guatemala? There is 25 
miles which is impassable. What is the length of the other highway 
in Guatemala? 

Mr. Turner. The total length in Guatemala is 334 miles, of which 
25 is impassable. 

The $6 million Commissioner du Pont referred to has been scattered 
in a number of places throughout the remaining mileage in Guatemala. 

Mr. Bow. It is either a paved or an all-weather surface with the 
exception of 25 miles? 

Mr. Turner. Sir, it is not all brought up to an all-weather standard. 
Some of the work consisted of grading. Some of those sections are 
not completed to the point where they can be used. There are no 
connections on the ends of some of those sections. 

Mr. Bow. The map which you have shown us here shows an all- 
weather substandard. 

Mr. Turner. That is correct. 

Mr. Bow. With some percentage of paved road. 

Mr. Turner. That is correct, sir. 

Mr. pu Ponr. I think you might call it a jeep road. You could 
pass it in a jeep. 

Mr. Woopwarp. I have driven in my own car all through that 
section, except for the red gap. 

Mr. Turner. You can get over it in a passenger car. 

Mr. Bow. I think it would be interesting, since we have the figure 
of $6 million we have spent in Guatemala, if we could get the figures 
of what we have spent in those other countries. 

Mr. Turner. We have it, sir. 

Guatemala has spent a great deal more money than the $3 million 
we indicated on other sections which were not joint-fund sections. 

Mr. CLevencer. They must have. 

Mr. Turner. Oh, yes. They have spent much more on the route 
of the Inter-American than we have. 

Mr. Woopwarp. Of.course, before this present government came 
in, President Ubico had made his roadbuilding program perhaps the 
biggest feature of his administration. 

r. Bow. It is very interesting from the standpoint of good will 
to know that we have spent more in Guatemala than we have spent 
in any of the other countries. 

46868—54—pt. 2-43 
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Mr. CievenGcer. How is the engineering on the Guatemalan sites; 
the bridges and so forth? Is that pretty well up to standard? Is 
— the biggest sage or is there a job remaining down there? 

URNER Tt includes all types of work, Mr. Chairman. There 
are + tlds, grading, drainage, and surfacing. It is a general-improve- 
ment project all the way through. 

Mr. CLEvENGER. Some of these are indicated here. 

Mr. Turner. Those are below standard, sir, and would have to be 
tema up to an approved standard to be acceptable for through 
t 


STATEMENT OF UNITED STATES AND LOCAL FUNDS, BY COUNTRIES 


Mr. Bow. May I offer this for the record, Mr. Chairman? 
Mr. Cievencer. Yes. 
(The information is as follows:) 


Statement of Inter-American Highway allotments | as of June 1, 1954 
[United States dollars] 


Federal funds 


1941 act 


| Does not include $12,000,000 appropriated for specific use in Costa Rica on a 100-percent basis (act of 
July 12, 1943; 57 Stat. 537). 


Mr. Woopwarp. As to the amount we have spent in Guatemala, 
sir, I am perfectly confident that has not been wasted. The reservoir 
of good will in the people from that and other measures will be some- 
thing that we will eventually find of great advantage to us. 

Mr. Bow. I had not indicated it was a waste. It was rather 
amazing to me, since we have talked about good will, to find that in 
the one trouble spot we have in this hemisphere we have spent more 
than we have in those countries still friendly to us. 

Mr. CLevenGer. Any questions, Mr. Coon? 

Mr. Coon. No. 

Mr. pu Pont. Mr. Chairman, I would like to make one correction. 
These are the funds in which the various countries participated. In 
addition to that there was a special act. In 1943 there was $12 million, 
of 100 percent United States money, appropriated and spent covering 
work in Costa Rica. 

Mr. Bow. I see. Thank you. 


Contribute 
— 1950 and 1952 : 
$6,000,000 $3, 000,000.00 | $9,000, 000. 00 
1,360,000 | $500, 000. 00 930; 000. 00 2, 790, 000. 00 
2050, 000 1, 025,000.00 | 3,075, 000. 00 
Nicaragua 2,949,800 | 1, 707,723.38 | 21 128,761.69 | 786, 285.07 
5,600,000 | 380,000.00 | 4, 300;000.00 | 14; 280, 000. 00 
530,000 | 1,614,000.00 | 1,072,000.00 | 216, 000. 00 
Total, projects.............--.--- 18, 489,800 | 8, 201,723.38 | 12, 455,761.69 | 39, 147, 285.07 


? 
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Mr. CLevencer. Have you any questions, Mr. Rooney? Mr. 
Sikes? 

Mr. Srxes. I believe this ae has been quite effectively covered 
both in the record and in off-the-record testimony, Mr. Chairman. 
I do think this is a very proper step that has been proposed and, 
frankly, I hope we expedite it as much as possible. 

Mr. Roonry. It is a matter that has been discussed at no less 
than very great length in this committee. 

Mr. Sixzs. It has been fully discussed and I think it should receive 
our approval. 

Mr. Bow. I have been very much in favor of it, I might say to the 
gentlemen, mght along. I was interested in these particular obser- 
vations, though. 

Mr. Woopwarp. May I make one more comment, Mr. Chairman? 

Mr. Cuevencer. Yes. 

Mr. Woopwarp. I think we all envision this road one day as being 
a truly great artery, on which there will be thousands of tourists and 
trucks moving back and forth. 

Looking back to the beginning of World War IT 

Mr. Rooney. At this point, Mr. Woodward, if I were over on your 
side of the table I would not say any more. You’ve done all right 
up to now. 

Mr. Woopwarp. Thank you, sir. 

Mr. puPont. Mr. Chairman, may I have a final word? 

From an engineering point of view, purely, this increased expendi- 
ture will permit us to do a lot of work on a contractual basis. Since 
the passage of this act we have had a number of contractors express 
interest in going down there, and the size of the work is such that 
we will create a division. I think you can appreciate it will be a more 
efficient operation. This is purely from an engineering point of view. 

Mr. Cievencer. Thank you. 


WEDNESDAY, JUNE 16, 1954. 


Maritime ADMINISTRATION 


WITNESSES 


JAMES C. WORTHY, ASSISTANT SECRETARY (ADMINISTRATION) 
O. H. NIELSON, DEPARTMENTAL BUDGET OFFICER 

LOUIS ROTHSCHILD, MARITIME ADMINISTRATOR 

ELDON C. UPTON, JR., MEMBER, MARITIME BOARD 

THOMAS E. STAKEM, ACTING DEPUTY MARITIME ADMINISTRATOR 
LEONARD F. NICHOLS, BUDGET OFFICER 


Mr. Cievencer. We will now take up the item of the Maritime 
Administration. The request is $82.6 million. 

The a portions of pages 11 and 12 of House Document 
428 will be inserted in the record. 

(The information is as follows:) 
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MarimiME ACTIVITIES 
SHIP CONSTRUCTION 


“For payment of construction-differentia? subsidy and cost of national defense 
features incident to construction of four passenger-cargo ships under title V of the 
Merchant Marine Act, 1936, as amended (46 U. S. C. 1154); for reconditioning and 
betterment of not to exceed four ships in the national defense reserve fleet; and for neces- 
sary expenses for the acquisition of used tankers pursuant to section 510 of the Mer- 
chant Marine Act, 1936, as amended (46 U.S. &: 1160), and the payment of cosi 
of national defense features incorporated in new tankers constructed to replace such 
used tankers, $82,600,000, to remain available until expended: Provided, That 
transfers may be made to the appropriation for the current fiscal year for “ Salaries 
and expenses’ for administrative expenses (not to exceed $500,000) and for reserve 
fleet expenses (in such amounts as may be required), and any such transfers shall be 
without regard to the limitations under that appropriation on the amounts available 
for such expenses: Provided further, That appropriations granted herein shall be 
available to pay construction-differential subsidy granted by the Federal Maritime 
Board, pursuant to section 501 (c) of the Merchant Marine Act, 1936, as amended, 
to aid in the reconstruction of any Mariner-class ships sold under the provisions of 
title VII of the 1936 Act.” 

This proposed appropriation is to provide funds for the following ship-construc- 
tion programs. First, $44,500,000 is requested to pay construction-differential 
subsidy and national defense allowances on four passenger-cargo ships to be built 
by private operators as replacements for existing over-age ships. Second, 
$11,100,000 is requested for the experimental modernization of four reserve fleet 
Liberty ships as a basis for developing plans to modernize the remaining ships 
in the reserve fleet in the event of emergency. Third, $26 million is requested 
to initiate a trade-in-and-build tanker program, calling for (a) purchase of used 
tankers where operators agree to construct new tankers, (b) payment of national 
defense allowances on the new tankers, and (c) lay-up in the reserve fleet of the 
traded-in tankers. This amount would provide for an estimated 10 new tankers 
and 20 trade-ins. Finally, the estimate includes $1 million for administrative 
open, of which $500,000 would be made available for these expenses in fiscal 
year 1955. 

In addition, the language proposed would permit use of this appropriation to 

y construction-differential subsidy for conversion or reconstruction work on 
Mariner ships which private operators might purchase. It is contemplated 
that the $26 million proposed for the tanker trade-in-and-build program would 
also be available to meet the most urgent needs for conversions resulting from 
sale of Mariners. 

These ship construction programs will meet both national defense and commercial 
shipping requirements. hey will also provide additional work for the shipbuild- 
ing industry, thus helping to maintain a nucleus of skills and resources essential 
to mobilization readiness. Legislation now pending before the Congress would 
facilitate the proposed trade-in-and-build tanker program by making the large 
number of war-built tankers eligible for trade-in. 


“SHIP MORTGAGE-FORECLOSURE OR FORFEITURE CONTINGENCIES” 


“For necessary expenses incurred in connection with protection, preservation, main- 
tenance, acquisition, or use | vessels involved in mortgage-foreclosure or forfeiture 
proceedings instituted by the Government, including payment, as authorized by law, 
of prior claims and liens, expenses of sale, or other charges incidental thereto, 
$3,000,000.” 

This proposed appropriation is to enable the Government to protect its interest 
in forfeiture or mortgage-foreclosure cases. The Department of Justice has 
already seized 37 ships for alleged violations of shipping laws. In addition, the 
Government holds mortgages on 719 vessels, totalling $270,000,000, on which 
re ssion may become necessary in the event of default. 

This appropriation would be available to cover a number of contingent expenses 
including (1) berthing, guarding, and maintaining vessels while in custody, (2) 
United States marshals’ fees and foreclosure expenses, (3) certain operating ex- 

nses where operation of seized vessels is advantageous, and (4) lay-up expenses 
in event the Government retains possession. It is intended that maximum use 
will be made of non-Governmental funds, including receipts from vessel operations, 
before this appropriation is used. 


| 


675 


JUSTIFICATION MATERIAL 


Mr. CLEVENGER. We will also insert in the record pages 2 through 


10 of the justifications. 
(The information is as follows:) 


Amounts available for obligation 


Presently 
available 


Revised 
estimate 


Difference 


Appropriation or estimate 
available in subsequent years____ 


$82, 600, 000 
—700, 000 | 


+$82, 600, 000 
—700, 000 


Obligations incurred 


81, 900, 000 | 


+81, 900, 000 


Obligations by activities 


| Presently 
available 


Revised 
estimate 


Difference 


DESCRIPTION 


1. Construction-differential 
2. Reconditioning and betterment of ships 


+$44, 500, 000 
+11, 100, 000 
+25, 800, 000 

+500, 000 


+81, 900, 000 


Obligations by objects 


Presently Revised 
available estimate 


| Difference 


OBJECT CLASSIFICATION 
07 Other contractural services: Services performed by other 
$700, 000 | +-$700, 000 
31,700,000 | +31, 700,000 
49, 500, 000 +49, 500, 000 
81, 900, 000 +81, 900, 000 


$82, 600, 000 


PuRPOSE AND NEED FOR THE APPROPRIATION 


1. Construction-differential subsidy $44, 500, 000 


GENERAL STATEMENT 


This estimate provides for the payment of construction-differential subsidy and 
national defense feature costs in connection with the planned vessel replacement 
program of Grace Lines, Inc., and Moore-McCormack Lines, Ine., as required 
by currently effective operating-differential subsidy contracts. The estimate is 
based on limiting the Government’s financial participation in the construction of 
the four vessels to the estimated costs of the subsidy and national defense features. 
It is expected that the applicants will be able to finance the costs of the vessels, 
over and above the subsidy, through their own resources or by borrowing required 
funds from private financial institutions with the possibility of the mortgages 
being guaranteed by the Government. 


|| 
| 
| 
= 
25,900,000 
| | 500,000 | 
81,900, 000 | 
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JUSTIFICATION 


A. Two passenger-cargo ships for Grace Lines, Inc., $20 million 


These ships are replacements for the steamships Santa Paula and Santa Rosa 
which are now over 20 years of age. On December 31, 1952, the Federal Maritime 
Board ruled that the Santa Paula and Santa Rosa would be eligible for operating 
subsidy after June 30, 1954, only after execution by Grace Lines of a contract 
for replacement of these vessels. This company has filed applications on Febru- 
ary 1, 1952, and July 1, 1953, for construction subsidy aid in the construction of 
the replacement vessels. Plans of the proposed new vessels were received from 
Grace’s naval architect, under date of December 14, 1953. Based on these plans, 
the total estimated cost of each vessel, without national defense features, is $21 
million, Assuming a construction-differential rate not in excess of 45 percent, 
the maximum subsidy to be paid on each ship is $9,450,000. The 45 percent 
maximum subsidy rate is the best approximation which can be made in advance of 
receipt of data necessary to compute foreign costs of the proposed ships. It is 
expected that the Department of the Navy will request that certain defense 
features be incorporated into the vessels, and the estimate includes $550,000 as a 
maximum per vessel to cover such cost. 

The principal characteristics of the vessels planned are as follows: 


Length overall 


Full load displacement 

Gross tonnage (approximate) 

Shaft horsepower, normal (total 2 propellers) 

Officers, crew, and repatriated seamen 

Approximate operating speed 19. 4 


B. Two Passenger-cargo ships for Moore-McCormack Lines, Inc., $24,500,000 


These ships are replacements for the steamships Argentina, Brazil, and Uru- 
guay, owned by the Maritime Administration and presently being operated under 
charter by Moore-McCormack Lines, Inc. The Uruguay and Brazil were built 
in 1928 and the Argentina in 1929. Under the terms of its operating subsidy 
contract, the Moore-MecCormack Line is required to acquire vessels, satisfactory 
to the Government, for replacement of the vessels referred to above. On Septem- 
ber 24, 1952, and January 26, 1953, the operator submitted applications to the 
Federal Maritime Board for aid in the construction of the replacement vessels and 
on February 17, 1954, submitted preliminary design studies, preliminary arrange- 
ment plans, and outline specifications of the proposed vessels. Based on this 
information, the total estimated cost of each vessel, without national defense 
features, is $25 million. Assuming a construction-differential subsidy rate not 
in excess of 45 percent, the maximum subsidy to be paid on each ship is $11,250,000. 
The maximum 45 percent subsidy rate is the best approximation which can be 
made in advance of receipt of data necessary to compute foreign costs of the pro- 
posed ships. It is expected that the Department of the Navy will request in- 
corporation of certain national defense features into the vessels and the estimate 
includes $1 million per vessel as a maximum to cover cost of these features. 

The principal characteristics of the vessels planned are as follows: 


Length overall 


Passengers 
Officers, crew, and concessionaires 
Approximate operating speed 


2. Reconditioning and betterment of ships 


GENERAL STATEMENT 


Section 11 (a) of the Merchant Ship Sales Act of 1946, as amended, (60 Stat. 41) 
authorizes the Maritime Administration to place in a national defense reserve all 
surplus Government-owned merchant ships whose condition warrants their main- 
tenance and preservation for commercial and national defense purposes, There 


578 
Beam feet __ 83 
i 
Gross tonnage, approximately 18, 000 
Shaft horsepower, normal (total 2 propellers) _..........---..-.------- 23, 200 : 
$11, 100, 000 
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are presently in this reserve fleet approximately 1,500 World War II Liberty ships 
which have & maximum speed of approximately 10 knots. These ships comprise 
about 75 percent of the United States defense stockpile of shipping. Mobiliza- 
tion planners so far have not applied qualitative factors which would indicate the 
real defense value of these ships as they exist. Hence a fallacy with respect to 
their worth has been created by resolving all available shipping, regardless of 
condition or speed, into notional ships and by balancing such availabilities against 
planned defense requirements. 

Consideration has been given over an extended period of time to the speed- 
deficiency problem of these Liberty ships, and while various corrective methods 
have been suggested, no practical steps in connection therewith have been taken to 


An evaluation of the most recent proposals now under consideration has indi- 
cated that fundamentally a sound basis can be developed for the conversion of 
these ships as a possible M-day expedient and that an austerity conversion of 
these ships provides a practical solution for dealing with this problem. 


JUSTIFICATION 


This budget estimate requests funds to provide for the conversion of not to 
exceed 4 Liberty ships, now in the fleet, on an austerity production-type basis, 
such conversion to consist of adding a 25-foot extended finer bow section and 
installation of experimental repowering, 1 ship with a steam turbine, another 
with a geared diesel, a third with a diesel-electric drive, and a fourth with a revolu- 
as yet untried in an American gas turbine. The 
proposed powerplants are to provide approximately 6, shaft horsepower pro- 
viding a minimum of 15 knots sea speed. 

This plan of experimenting with various type conversions of Liberty ships is 
initially proposed to determine the practicability of salvaging the defense value 
which the present Liberty ships in the fleet are currently assumed to possess. 
Tbe plan contemplates that a full-scale program, as a war measure, could be 
brought into harmony with the mobilization workloads planned for the ship- 
building and ship repair industry following a declaration of war. It is believed 
that mass conversions of this type could be made in the early period after M-Day 
without dislocating planned mobilization shipbuilding and repair programs, since 
smaller shipyards and existing production facilities not figuring in the new ship 

rograms could be utilized. e planned increase in speed proposed for existing 
iberty ships would, of course, increase the potential lift capacity of the current 
reserve fleet. 

As an additional phase of this experimental program, it is also proposed to 
fabricate, install and test the most modern developments in cargo-handling gear 
as a means of further improving the cargo-handling potentials of Liberty ships. 
Consideration will be given to those features considered to be the most feasible 
and practicable of accomplishment. The items considered will consist of, but 
may not be limited to, the following in order of priority: 

1. Doubling the amount of cargo-handling gear at No. 2 hatch. 

2. Replacing all 5-ton booms with 10-ton booms, as a minimum; and 
replacing 50-ton boom at No. 2 hatch with a 60-ton boom. 

3. Installing removable ‘tween decks in No. 2 hold, and possibly in holds 
3, 4, and 5, giving consideration to type of cargo to be stowed such as vehicles, 
containers, and so forth. 

4. Installing working topping lifts to permit operators to work booms fully 
loaded at all times, and replacing steam winches with electric or hydraulic 
winches or a combination of both. 

5. Installing a 60-ton boom at No. 4 hatch to replace the 15-ton boom 
presently installed. 

6. Installing improved type burtoning gear at one hatch. 

7. Installing quick-operating hatch covers on weather decks in the event 
present hatches are to be altered. 

8. Installing lightweight, portable stanchions for shoring of weather decks. 

9. In the event hatches are to be altered, consideration will be given to the 
installation of a rolling-wing deck. 

10. Installing level-luffing cranes on possibly one of the ships. 

These experimental cargo-handling projects give recognition to factors brought 
out in a survey made in 1950 of United States ocean shipping by the Massachusetts 
Institute of Technology. This survey pointed out that the greatest potential 
shipping reserve for use in time of national emergency lay in reducing the time 
riquired to load and unload ships in port. Very limited amounts have been 
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spent in the past on research into this problem, and it is now proposed to apply 
the knowledge gained by this research into the actual fabrication and testing of 

rojects developed as a means of attacking this problem. It is proposed to 
install the improved gear on the ships now proposed for conversion, as an experi- 
mental means of ap tian | the national defense potential of there serve fleet. 

The funds requested for the above conversions include plans and developmenta! 
work. However, as a result of this program it is anticipated that any future 
conversions will be less costly and can be accomplished on a mass conversion basis 
if desired, which would have the tendency of further reducing the cost. 

On the basis of the proposal for installing 4 different type powerplants—1 in 
each of the ships—it is estimated that the contractual cost of conversion will be 
from approximately $1,620,000 for the steam turbine to $2,700,000 for the gas 
turbine, with the diesel-engine conversions averaging between $2,300,000 and 
$2,500,000. 

For the purpose of calculating this estimate, an average of $2,400,000 has been 
used which for 4 ships would represent a requirement for contractual conversion 
work of approximately $9,600,000. 

An additional $500,000 is being requested for the preparation of contract and 
working plans and specifications, and $1 million for the fabrication, installation, 
and testing of cargo handling developmental gear. 


Summary estimate 


Estimated cost of conversion of 4 ships at $2,400,000 

Estimated cost of preparation of contract and working plans and 
specifications 

Estimated cost of cargo handling-developmental work 


3. Acquisition of tankers 


Recent comprehensive studies made of petroleum needs for the United States 
and the free world have concluded that one of the most serious risks to the na- 
tional security, in the event of grave national emergency, stems from the prospec- 
tive shortage of tankers. The same studies conclude that since there is no reason- 
able prospect of normal commercial activity providing the number of tankers 
needed in the initial phases of a future full mobilization, the Government should 
create and maintain a reserve of usable tankers to avoid a serious curtailment of 
military operations and a crippling of essential civilian activities. 

Further, the studies indicate the need for a large tanker construction program 
immediately upon full mobilization. Thus, there is a clear national-defense 
requirement for a tanker shipbuilding industry base capable of expansion to 
meet such program. 

The new tankers which would be constructed must meet military requirements 
even though this would require a speed in excess of that required for commercial 
use. 

Legislation now pending in Congress provides for creating a reserve of tankers, 
and promoting the construction of tankers in line with national-defense require- 
ments. The method selected would utilize to the fullest possible extent private 
resources and would involve the expenditure of Government funds only as may 
be necessary to acquire tankers for a national-defense reserve and to incorporate 
special defense features in new replacement tankers. 

Under section 510 of the Merchant Marine Act, 1936, as amended, the Secre- 
tary of Commerce is authorized to accept vessels over 12 years of age in exchange 
for an allowance of credit in the construction of a new vessel. he amount of 
such allowances under the law is the fair and reasonable value of the vessel as 
determined by the Secretary of Commerce after consideration of the scrap value, 
the depreciated value (based on a 20-year life) and the market value of the traded- 
in vessel. The principal changes in existing law contained in pending legislation 
are: (1) o reduce the age requirement of the traded-in. tanker to 10 years for 
eligibility for an allowance of credit, and (2) to establish a new statutory formula 
for determining the amount of such allowance. 

Since the major part of the present privately owned tanker fleet consists of 
vessels constructed during World War II, they are not 12 years old, and hence 
are ineligible for turn-in under existing law. In order to establish the defense 
reserve of tankers, it is necessary to amend the law to make these vessels eligible 
for turn-in. The proposed reduction in age limit to 10 years will make practically 
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all of the present tanker fleet eligible for turn-in in order to establish a reserve 
tanker fleet in the interest of national security. 

Since the allowance for such turned-in vessels can be used only in connection 
with the construction of new tankers, the resulting United States tanker fleet 
will be faster, safer, and more efficient. Additionally, the new construction will 
help to maintain an adequate shipbuilding industry as a base for expansion in 
time of mobilization. 

Unless new contracts for the construction of oceangoing vessels are forthcoming, 
shipyards in this country will be without sufficient merchant ship construction 
contracts to assure maintenance of a shipbuilding base capable of expansion to 
meet the needs of mobilization. 

On the assumption that the proposed legislation, will be acted upon favorably 
by the Congress, the following purchase and construction program is contemplated: 


| | 
Tankers 
| Tankers | delivered | , bear 
purchased | to Gov- 
| ernment | 


0 


5 
5 | 
20 | 


The fund requirements for this program were computed as follows: 


(a) Purchase price of old tankers based on depreciated book value 

will average $1,000,000 per ship, 20 ships, at an average of 

$1,000,000 per ship $20, 000, 000 
(b) National-defense features will be approximately $500,000 per 

ship, 10 ships, at an average of $500,000 per ship 5, 000, 000 
(c) Initial permanent lay-up costs will be $50,000 per ship (of 

which $20,000 per ship will be transferred to the salaries and 

expenses appropriation for reserve fleet expenses), 20 ships, 

at $50,000 per ship 


Total costs 


4. Administrative expenses, $1,000,000 

The annual appropriation request for fiscal year 1955 now pending before the 
Congress makes no provision in the salaries and expenses appropriation for ad- 
ministrative expenses which will be incurred in connection with the ship econstruc- 
tion program described in the foregoing. 

These administrative expenses are estimated at $1 million through the comple- 
tion of the program. Of this $1 million, not over $500,000 will be required in 
fiscal year 1955. This will cover additional personnel requirements in the Wash- 
ington and field offices and other objects costs such as travel communications 
services, etc. The additional personnel are required to develop bidding plans 
and specifications for the Liberty ship conversions, review working plans and 
specifications, plan changes and estimated costs for all programs, inspect construc- 
tion work as it progresses, inventory and survey of vessels, audit of allowable con- 
struction costs and processing of progress payment vouchers, etc. 

Funds will be transferred to the salaries and expenses appropriation by fiscal 
year as required and approved by the Secretary of Commerce and the Bureau of 
the Budget. 


Mr. CLevencer. Have you a statement to make, Mr. Rothschild? 


GENERAL STATEMENT 


Mr. Roruscuitp. Mr. Chairman and gentlemen, I have filed with 
your staff a statement which I should like to have made a part of the 
record, if it is possible, sir; and I should like to summarize that in an 
informal manner, if I may. 

Mr. Cievencer. Any way you like. 

(The statement is as follows:) 
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When I appeared before this committee on January 18, 1954, to testify concern- 
ing the Maritime Administration’s 1955 budget, I informed the committee that 
our regular 1955 budget submission made no provision for new ship construction 
and that we were then engaged in developing ship-construction proposals for later 
consideration. 

These proposals request funds for (1) the payment of construction-differential 
subsidies and cost of national-defense features incident to construction of 4 
passenger-cargo ships to be constructed under title V of the Merchant Marine 
Act, 1936, as amended, as replacements for ships now in the subsidized service 
of 2 operators; (2) reconditioning and betterment of not to exceed 4 Liberty- 
type ships in the national-defense reserve fleet to determine the practicability of 
increasing the defense potential of this class of ships, as well as their mass con- 
version for national defense and M-day; and (3) expenses incident to the acquisi- 
tion of good used tankers and the payment of the cost of national-defense features 
to be incorporated in new tankers to be constructed by private account to replace 
such used tankers. 

The first item, concerning the four passenger-cargo ships, refers to the planned 
eee ship replacement programs of Grace pc Inc., and Moore 

eCormack Lines, Inc., as required by currently effective operating-differentia! 
subsidy contracts. The program submitted limits the Government’s financial 
participation in the construction of these four ships to the estimated cost of the 
construction subsidy and the payment of national-defense features. This con- 
templates the applicants financing the balance of the cost of construction through 
their own resources, or by borrowing required funds from private financial insti- 
tutions with the possibility of the mortgages being guaranteed by the Government. 

The two ships under consideration for Grace Lines, Inc., are replacements for 
the steamship Santa Paula and steamship Santa Rosa which are now over 20 
years of age. This company filed applications on February 1, 1952, and July 1, 
1953, for construction subsidy aid in the construction of these ships. Plans for 
the proposed new ships have already been received from the naval architect 
employed by the company and based upon a preliminary examination of these 
plans the total estimated cost of each ship, without national-defense features, is 
estimated at $21 million. While it is not possible at this time to determine the 
actual construction-differential subsidy rate applicable to these ships, an assump- 
tion has been made for the purpose of this estimate that it would approximate 45 
pereent, which is the best approximation which can be made in advance of the 
receipt of data necessary to compute foreign costs of the proposed ships. This 
is considered to be an estimate of the maximum amount needed. On this basis, 
the construction-differential subsidy on each ship is estimated at 99,450,000, 
and for the two ships would total $18,900,000, to which should be added the 
estimated cost of national-defense features at approximately $550,000 per ship 
for a total estimated requirement for Government financing in connection with 
these 2 ships of $20 million. The ships under consideration by this company 
approximate 15,000 gross tons each and are designed to carry approximately 294 
passengers and operate at a speed of approximately 19.4 knots. 

The other two passenger-cargo ships are for replacements for the steamships 
Argentina, Brazil, and Uruguay owned by the Maritime Administration, two of 
which are presently being operated under charter in the subsidized service by 
Moore-McCormack Lines, Inc. Two of these shins were built in 1928 and the 
third in 1929. Under the terms of the company’s operating-differential subsidy 
contract, the Moore-MeCormack Lines are required to acquire ships, satisfactory 
to the Government, for rerlacements of the ships referred toabove. On September 
24, 1952, and January 26, 1953, the company submitted applications to the 
Federal Maritime Board for Government aid in the construction of the replace- 
ment ships and on February 17, 1954, submitted preliminary design studies, 
arrangement plans, and outline specifications for the proposed ships. Based 
upon a review of this preliminary data, the total estimated cost of each ship, 
without national-defense features, is estimated at $25 million. Adooting the same 
assumption as heretofore outlined for the Grace Lines shiis, the estimate assumed 
a 45-percent construction-differential subsidy rate. On this basis the construction- 
differential subsidy for the 2 ships would anproximate $22.5 million to which 
should be added the cost of national-defense features to be incorporated in these 
shins which are estimated at anproximately $1 million per ship. The total esti- 
mated Government’s share of the cost of these ships is $24.5 million. The ships 
under consideration by this company approximate 18,000 gross tons each and are 
ae designed to carry approximately 589 passengers and operate at a speed of 

1 knots. 
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The second part of this program concerns the reconditioning and betterment of 
not to exceed four Liberty ships in the national-defense reserve. There are pres- 
ently in this reserve approximately 1,500 World War II Liberty ships which have 
a maximum speed of approximately 10 knots. These ships comprise about 75 
percent of the United States defense stockpile of shipping. Mobilization planners 
have not applied qualitative factors which would indicate the defense values of 
these ships as they exist. As a result it is misleading in resolving the available 
shipping, regardless of condition or syeed, into national ships, by balancing such 
availabilities against planned defense requirements. 

Consideration has been given over an extended period of time to the speed 
deficiency problem of these Liberty ships, and while various corrective methods 
have been suggested, no practical steps Soe been taken in this direction to date. 
An evaluation of the most recent proposals now under consideration has indicated 
that a fundamentally sound basis can be developed for the conversion of these 
ships as a possible M-day expedient and that an austerity conversion of these 
provide a practical solution in dealing with this problem. 

he estimate before you requests funds to provide for the conversion of not 
to exceed 4 Liberty ships, now in the fleet, on an austerity production-type basis, 
such conversion to consist of adding a 25-foot extended finer bow section and the 
installation of experimental repowering, on the basis of one ship with a steam 
turbine, another with a geared diesel, a third with a diesel-electric drive, and the 
fourth with a revolutionary powerplant as yet untried in an American ship—the 
gas turbine. The proposed powerplants are planned to provide 6,000 shaft horse- 
power providing a minimum of 15 knot sea speed. 

This plan is being initially proposed to determine the practicability of salvaging 
the defense value which the present Liberty ships in the fleet are currently assumed 
to possess. The plan contemplates that a full-scale program, as a war measure, 
could be brought into harmony with the mobilization program planned for the 
shipbuilding and ship-repairing industry following a declaration of war. The 
planned increase in speed proposed for existing Liberty ships would, of course, 
increase ad ential lift capacity of the current reserve fleet. 

As an additional phase of this experimental program, it is also proposed to 
fabricate, install, and test the most modern developments in cargo handling gear 
as a means of further improving the cargo handling potentials of Liberty ships. 

For calculation purposes an average of $2.4 million has been used for the cost of 
converting each of these ships. This contemplates a range of from approximately 
$1,620,000 for the steam turbine to $2,700,000 for the gas turbine, with the diesel- 
engine conversions averaging between $2.3 million and $2.5 million. The estimate 
also provides $500,000 for the preparation of contract and working plans and speci- 
fications and $1 million for the fabrication, installation, and testing of cargo han- 
dling developmental gear. 

The third part of the ship-construction program concerns the acquisition of 
good used tankers by the Devormnant for placement in the national defense 
reserve and the construction of replacement tankers by private account on the 
basis of possibly two tankers traded in against each tanker constructed. It is 
also possible that more than two might be allowed on @ speed-ton ratio. Recent 
comprehensive studies made of petroleum needs for the United States and the free 
world have indicated that one of the most serious risks to the national security, 
in the event of a grave national emergency, is the prospective shortage of tankers. 
The same studies conclude that since there is no reasonable prospect of normal 
commercial activity providing the number of tankers needed in the initial phases 
of a future full mobilization, that the Government should create and maintain 
a reserve of usable tankers to avoid a serious curtailment of military operations 
and a crippling of essential civilian activities. 

The National Security Council has endorsed this program and the determination 
that the immediate goal should be the acquisition of 40 used tankers by the Gov- 
ernment and the construction of 20 new tankers by private account. The new 
tankers which would be constructed must meet military requirements even though 
this would require a speed in excess of that required for commercial use. The 
aa a submitted provides for the accomplishment of one-half of this goal with 
uture requests to provide for the balance. 

On July 27, 1953, the Senate passed S. 2408 which it is believed if passed in its 

resent or contemplated form will aid in this program. A companion bill, H. R. 
6353, was on the House Calendar and has been recommitted to the Merchant Ma- 
rine and Fisheries Committee. On May 24, 1954, the acting chairman of the 
House Merchant Marine and Fisheries Committee introduced a bill, H. R. 9252, 
in connection with this program which incorporated provisions considered neces- 
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sary by members of the House Merchant Marine and Fisheries Committee not 
pores in H. R. 6353. This committee has been currently holding hearings on 

th of these bills. 

Both the House and Senate bills provide that the tankers to be traded in are 
not to be less than 10 years old. Both of these bills would amend section 510 of 
the Merchant Marine Act, 1936, as amended, which under existing law authorizes 
the trade-in of ships over 12 years of age, in exchange for an allowance of credit 
in the construction of a new ship. This will facilitate the proposed trade-in-and- 
build tanker program by making the large number of war-built tankers eligible for 
trade-in. H. R. 9252 provides that the allowance of credit for a traded-in tanker 
which was sold under the Merchant Ship Sales Act of 1946, as amended, or which 
was eligible for a price adjustment under section 9 of such act, shall be, in the case 
of tankers sold under such act, the depreciated net sales price paid to the United 
States, and in the case of tankers which were eligible for price adjustment under 
such act, the statutory sales price of such tanker as of March 8, 1946, depreciated; 
plus the depreciated cost of any additions or betterments to the tankers which 
were capitalized by the owner and allowed for Federal income tax purposes. This 
estimate before you has been developed on this basis. 

As an additional item in this program under discussion today, the appropria- 
tion language submitted also provides for making any of the appropriations 
granted under this request available to pay construction-differential subsidies 
gutted by the Federal Maritime Board, pursuant to section 501 (ce) of the 

erchant Marine Act, 1936, as amended, as aid in the reconstruction of any 
mariner-class ships sold under the provisions of title VII of the 1936 act. The 
purpose of this language is to facilitate the sale of mariner-class ships where this 
class ship will meet the specific needs of a trade or service, and where the appli- 
cant, on the basis that this type ship is appropriate for his trade, applies for the 
purchase of a mariner-class ship in lieu of new ship construction. This language 
will permit the Maritime Administration to execute contracts of sale and finance 
construction-differential subsidies at such times as conditions warrant. The 
eventual number of such sales cannot be determined at this time, and conse- 
quantly no determination can be made as to the amount of funds specifically 
required for this work. 

n addition to the ship-construction program heretofore outlined, a request is 
also made for an appropriation of $3 million for expenses incurred in connection 
with protection, preservation, maintenance, acquisition, or use of vessels involved 
in mortgage foreciosure or forfeiture proceedings, instituted by the Government, 
including the authorized payment of prior claims and liens and expenses of sale 
or other charges incidental thereto. 

- As background concerning this requirement, it is noted that the former Maritime 
Commission sold 1,956. vessels under the provisions of the Merchant Ship Sales 
Act of 1946, as amended. Of this number 843 were sold for operation under 
United States registry and 1,113 for operation under foreign registry. Of the 
843 sold for operation under the United States flag, 366 were sold for cash and 
477 under mortgage. Of the 1,113 sold for foreign registry 667 were sold for 
cash and 446 were sold under mortage. The unpaid principal as of December 31, 
1953, on 345 United States-flag vessels approximated $153 million and the unpaid 
principal of 374 foreign-flag vessels approximated $117 million. 

A provision in the mortgages provides that in the event of default in payment 
of principal or interest the United States can take possession of the vessel and 
bring suit to foreclose the mortgage or take various other steps to protect the 
collateral securing the mortgage indebtedness. Any of these actions requires 
the expenditure of funds for the payment of such items 2s payment of prior claims, 
liens, expenses of sale or other charges incidental thereto, or for the acquisition 
of such vessels upon foreclosure sale. 

Up until recently the Maritime Administration and its predecessor, the Mari- 
time Commission, have repossessed only four vessels sold under the Merchant 
Ship Sales Act of 1946. At that time, specific authority was contained in the 
General Appropriation Act, 1951, which authorized the use of a vessel-operations 
fund, then available, for the purpose of protecting the rights of the Government 
under the mortgages. At the present time no funds appear to be available for 
this purpose. While we hope no situation will develop which will call for institu- 
tion of formal proceedings in order to exercise the Government’s mortgage rights, 
there are indications that some owners of mortgaged vessels may not be able to 
make the payments required and the Government should be able to take the 
necessary action required to secure the mortgage indebtedness. 
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A further pobln concerning some of these ships and other ships sold under this 
same act is that of forfeiture suits filed by the Department of Justice in the district 
courts for alleged violations of the shipping laws. These laws provide that for 
such violation the vessel shall be forfeited to the United States. Some of the ves- 
sels coming under this category are not subject to Government mortgage. Te 
date, some of the vessels thus seized by the Government have been operated 
pursuant to stipulation of the parties approved by the court, and expenses of opera- 
tion, maintenance, insurance, interest on mortgages, etc., are paid out of the 
revenue. Most of these ships involved are tankers and due to market conditions 
a substantial number have been laid up and are no longer providing operating 
revenues. To prevent the waste of assets, measures must be taken to provide for 
maintenance and preservation of these vessels pending action to sell or otherwise 
dispose of them pursuant to court order. Funds are not available to meet such 
expenses. We also do not have funds for the payment of prior claims, liens or 
expenses of sale or other charges incidental thereto or to bid in or acquire such 
vessels in the event of sale pursuant to the order of the court in forfeiture proceed- 
ings. Should action be taken to acquire vessels, the vessels thus acquired would 
be placed in the reserve fleet for purposes of national defense. In view of the fact 
that a number of the vessels involved are tankers it would increase the tanker 
potential of the fleet since there are now no usable tankers of this type in the na- 
tional defense reserve. 

In view of our overall responsibility for the advancement and development of 
the American merchant marine and for the protection of the Government's 
interest therein, we believe that funds should be made available to permit meeting 
the types of expenses already enumerated. 

At the present time there are 37 vessels (23 T2 tankers, 7 Victory ships and 
7 Liberty ships) seized by the Government under libel actions. Of this number 
on May 25, 1954, there was announced a settlement of one of the cases involving 
the return of 19 ships, 14 of which had been libeled by the Government as they 
entered American ports during 1953 and 5 which had not as yet come within the 
jurisdiction of the United States. 

Until such time as an appropriation is made Maritime Administration is 
without funds to pay the necessary expenses incident to protecting the Govern- 
ment’s interest in these seized ships and preparing them for lay-up. 


The estimate of $3 million has been calculated on the basis of taking possible 
action on 40 dry pol. and tanker ships, now or about to be libeled in forfeiture 


or foreclosure proceedings. 


Mr. CievenGer. The chairman hopes that you have some little 
more definite information than you had for me when we had the regu- 
lar bill up here on the matter of ship subsidies and things of that kind, 
which we may want to question you about a little later on. 

Mr. Roruscuiip. We have developed a great deal of precise in- 
formation, Mr. Chairman. It is possible, of course, that we have not 
anticipated all of your questions, but we have a lot of information. 
What we do not have we can get for you very quickly, sir. 

Mr. CLEVENGER. You may proceed. 

Mr. Roruscuitp. Thank you, sir. 

You will recall when we testified here before your committee on the 
18th of January with regard to the regular 1955 budget that budget 
contained no construction funds, because our program was being de- 
veloped at that time and was not then ready to discuss. We have now 
before you for your consideration a proposal involving $82.6 million, 
as you have indicated. 

his covers three programs which I shall attempt to explain te 
you as we go along. It covers first of all a construction subsidy and 
national defense feature allowance for 4 passenger-cargo ships; sec- 
ondly, the reconditioning and betterment of not more than 4 Liberty 
ships; thirdly, the initiation of a trade-in-and-build tanker program. 

dditional to that there is appropriation language permitting the 
use of part of the ship construction funds for the construction differ- 
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ential subsidy for the conversion of mariner ships if and when we 
sell them. 

Additionally, there is a $3 million appropriation to put Maritime 
in possession of funds which it will need in case of ship mortgage 
foreclosures or forfeitures. 


CONSTRUCTION DIFFERENTIAL SUBSIDY FOR PASSENGER-CARGO SHIPS 


On the construction differential subsidy for the passenger-cargo 
ships, these are 4 ships, 2 of which will be built by Grace Lines and 
2 of which by Moore-McCormack Lines, under the contracts which 
they have with the United States Government, which require them 
to replace their present vessels when they become overage. 

The prior method of doing this has been for the Government to 
build the ships at its own cost and then to turn around and sell them 
to the lines less the construction subsidy and for a down payment of 
25 percent of the remainder. 

his contemplates a new ftogenyy Mr. Chairman and gentlemen, 
in that the Government will pay only its construction subsidy and it 


will be up to the operator and builder of these ships to finance that 
part of it which he does not pay in cash, thereby reducing the Govern- 
ment’s outlay by a very considerable amount. 


GRACE LINE SHIPS 


The Grace Lines, as I mentioned a moment ago, are replacing the 
Santa Paula and the Santa Rosa, both of which are over 20 years of 
age and both of which are used in the service between New York 
and the Caribbean area. 

We have already received their plans and examined them, and we 
are about to send them to the Navy for their approval. 

The total estimated cost of these new ships will be $21 million each, 
without national defense features. Based on the last findings of the 
Federal Maritime Board we anticipate that the construction subsidy 
rate on these vessels will be about 45 percent. Therefore, the cost 
to the Government for subsidy will be about $9,450,000 per ship. 

The national defense features we estimate at about $550,000 per 
ship. Therefore, the total cost to the Government will be $10 
million for each ship, or a total of $20 million for the two ships. 

These will be ships of 15,000 gross tons designed to carry approxi- 
nies 294 passengers each and to operate at a speed of about 19.4 

nots. 

Mr. Bow. Mr. Chairman, may I interrupt the gentleman there? 

Mr. CLEVENGER. Yes. 

Mr. Bow. While you are speaking of the Grace Line ships, Mr. 
Rothschild, I have a question in that connection. I understand as of 
December 11, 1952, the Maritime Administration made a findin 
that the Santa Rosa and Santa Paula were in good condition an 
suitable for the service intended, What has been -.the change since 
December 11, 1952? 

Mr. Rotuscuttp. The Grace Lines as well as all other subsidized 
operators have by contract with the Government agreed to replace 
all of their ships at certain times, sir, These two ships are past the 
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age at which they should have been replaced, and they are under 
contractual obligation to replace them. 

Mr. Bow. But in 146 is it not a fact that this Government spent 
over $2 million in the rebuilding of both of these ships? 

Mr. Roruscuitp. | think that was a conversion following their war 
use so that they could be put back into the passenger trade. The 
cost to the Government was approximately $2.2 million on each ship. 

Mr. Bow. But that was a rebuilding as well as conditioning them 
for service. 

Mr. Roruscuitp. Conditioning them for passenger service. They 
had been used as troopers during the war. 

Mr. Bow. We did spend at that time $2.2 million, and the admin- 
istration, as of December 11, 1952, found them to be in good condition 
and suitable. The point I am making, Mr. Rothschild, is that if we 
have spent that amount of money on them recently, in 1946, and the 
administration found in December of 1952 that they were in good 
condition and suitable for the service intended, is it absolutely neces- 
sary that they be replaced at this time? Could there not be some 
extension, even though you do have the contract that you referred to? 

Mr. Roruscuixp. It is generally felt, sir, that the life of a vessel, 
the useful life of a vessel, is limited to 20 years. These vessels are 
both more than 20 years of age. 

Mr. Bow. Did the $2.2 million which was spent have something 
to do with extending the life beyond 20 years? 

Mr. Roruscuiip. Very likely very little, sir. It was mostly spent 
for converting them from their use as troopers back to their use as 
Peseoniger ships. 

Mr. Bow. That is all. 

Mr. Cievencer. Mr. Rothschild, suppose these vessels were sal- 
vaged and some other country wanted them in theirpresentcondition. 
Who owns the salvage? Is that the Grace Lines, or the United States; 
or is it joint? 

Mr. Roruscnivp. In this case these vessels belong to the Grace 
Lines. In the case of the Moore-McCormack Lines, Mr. Clevenger, 
the vessels belong to the United States. 

Mr. CLevenGceER. So that if the Grace Lines sell these for $5 million 
apiece to a Greek client for continued service, that is their money? 

Mr. Roruscuitp. Yes, sir. You understand, in the beginning had 
the United States Government not required the Grace Lines and 
other American operators to buy their ships in the United States they 
might have bought those ships at the same price at which they paid 
for them after the United States had given them a subsidy because of 
the fact that shipbuilding costs in the United States are much higher 
than they are elsewhere in the world. 

Mr. Crevencer. Ship operating costs are, also, are they not? 

Mr. Roruscuiip. Ship operating costs are terrifically high; yes, sir. 

Mr. CLevencer. What date did they stop this payment to per- 
sonnel of $3.50 a day for peril pay? How long ago was that? 

Mr. Roruscuitp. That has been within the last few months, sir. 

Mr. CLEVENGER. Since we brought it to the attention of the 
pie ot Since we brought up some of the abuses, perhaps, of ship 
subsidy? 

Mir. Wiha. Your action certainly had an influence; yes, sir. 
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Mr. CLevencer. I would like to feel that I did some little good, 
for all the kicks I took. 

I received from nonsubsidized lines a good many letters telling me 
it was a healthy action, which made it easier for them to operate 
their ships, because a subsidized ship does not necessarily have to be 
an economically operated ship. en they could get all sorts of 
allowances from the Government, then the others had to extend the 
same things to their personnel in order to keep their ships operating. 

I also received some letters of credit from those nonsubsidized lines. 
I do not work for credit; I just work for the good of the United States 
Treasury generally. 

Mr. Roruscuitp. I think we all have that in mind, sir. 


MOORE-MCCORMACK SHIPS 


Mr. Cievencer. Are the Moore-McCormack ships larger, or are 
they identical in size? 

Mr. Roruscuitp. The Moore-McCormack ships are larger, sir. 
They are 18,000 gross tons. 

Mr. Roonry. at are the names of those ships? They do not 
appear in the statement. 

r. Roruscuitp. The ones being replaced? 

Mr. Roonry. Which you propose to replace. 

Mr. Roruscuitp. The ships which are proposed to be replaced are 
the Argentina and the Brazil, now anni i in service, 


Mr. CLevenGer. Salvage in the case of those two ships we would 
divide with Moore-McCormack? 
Mr. Roruscuixp. No, sir; that would go enhienty to the Govern- 


ment. Those ships belong to the Government an 
Moore-MecCormack. 

Mr. CLevencer. All right. 

Mr. Roruscuitp. These Moore-McCormack ships would carry 
approximately 589 passengers each and would operate at a speed of 
21 knots. They would run from New York to the east coast of 
South America. 

Mr. CLevencer. They would transport how many troops, ordi- 
narily, if they were in the Transport Service? 

Mr. Roruscuitp. That is a matter which the Navy will have to 
develop, sir. They have not yet seen the plans on these ships. But 
it woul be many more than their passenger-carrying capacity. 

Mr. CLEVENGER. Oh, yes. 

Mr. Roruscuitp. We estimate the cost of these ships without na- 
tional defense features to be $25 million each. We again apply a 
45 percent subsidy rate to these ships and estimate the cost to the 
Government for construction subsidy at $22 million for the 2 ships. 

The national defense features we estimate will run about $1 million 
per ship. Therefore, the total cost to the Government would be 
$24 million. 


are chartered to 


OPERATING SUBSIDIES 


Mr. CLevencer. What are the operating subsidies on those ships 
at the ome time per voyage? 
Mr. Roruscuiitp. We can furnish you that information, sir. 
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Mr. Cievencer. I wish you would; as well as information on the 
Grace Line ships. 

Mr. Roruscuitp. I would be very happy to, sir. 

(The information is as follows:) 


Statement of subsidized operating costs and subsidy accrual for specific passenger 
ships for calendar year 1952 


| SS. Brazil, | 

SS. United 5S. Argentine) ss santa 
States (United! one SS. | Paula and SS. 
States Lines | ruguay | Santa Rosa 


(Moore- | 
Co.) | McCormack |\(Grace Lines) 


Lines) 


SS. Independ- 
ence and 88. 
Constitution 

(American 

Export Lines) 


Number of voyages 29 112 25 
Subsidized costs 4 $4, 798, 876 | § $10, 129, 871 
Subsidized costs per voyage ‘ 399, 906 405, 195 


Subsidy accrual per voyage 248, 787 | 181, 906 


16 months’ service. 
23 months’ service. 
32 ships. 

41 ship. 

53 ships. 


Mr. CLevenGe_R. I think the more light we let in the better contract 
the Government is going to get. 

Mr. Roruscuitp. You will be interested in knowing, I am sure, 
Mr. Chairman and gentlemen, that we have been calling the attention 
of all of the subsidized lines to the areas in which their costs appear: 
to be high or higher than others who are operating. We have sug- 

ested quite firmly that they bring their costs in line where we have 
ound them to be excessive. 

Mr. CLevencer. Have you no way of enforcing it? 

Mr. Roruscuitp. Indeed we have. We have the right to say that 
that is not an allowable item of subsidizable expense. 

Mr. Ctevencer That is what I had hoped. 

Mr. Roruscuitp. This action which I have described to you might 
be considered a prelude to the next move. 


SUPERLINERS 


Seen You have 3 superliners, the United States and 2 
others? 

Mr. Roruscuitp. The United States, the Independence, and the 
Constitution, sir. The United States for the United States Lines. 

Mr. Cievencer. Will you include the subsidy cost for operating 
subsidies on those three ships? 

Mr. Roruscuitp. We would be very happy to, sir. 

Mr. Cievencer. Mr. Rooney has a question. 

Mr. Rooney. I will pass to Mr. Preston. 

Mr. Preston. We did not get your complete statement, Mr. 
Rothschild. 

Mr. Roruscuixp. I expected to go on with that, if I could, sir. 

Mr. CLevencer. Yes. You may proceed. 

46868—54—pt. 2——44 


| | 
$953, 950 
358, 255 
| 79, 496 
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Mr. Sikes. Let him finish his statement. 

Mr. Preston. I believe it would be better, Mr. Chairman, to ask 
questions in detail on the whole statement. 

Mr. CLevencer. Yes. You may proceed. 


RECONDITIONING AND BETTERMENT OF LIBERTY SHIPS 


Mr. Roruscuitp. I would like to, if I may, go on to ask your 
a of the reconditioning and betterment of four Liberty 
ships. 

s you well know, we have about 1,500 Liberty ships in the reserve 
fleet. All of them have a speed of 10 knots. These ships comprise 
about 75 percent of our total stockpile of defense shipping. 

At times, for quite a period of years, various plans have been sug- 
gested which would make these ships a more usable item when we 
need them for our own defense. We have looked over these plans and 
other newer plans, and we believe that this present proposal indicates 
a fundamentally sound basis on which we could develop a program for 
an austere conversion as of Mobilization Day. We propose to take 
only these four ships now to determine whether or not the possibilities 
which we hope exist in these facilities actually do exist. e propose, 
therefore, to add 25 feet in length to the ships, to give them a finer 
bow, which permits them to travel at higher speed. We propose to 
install experimental powerplants of 4 different kinds, 1 in each of the 
vessels. One would be a steam turbine plant, 1 a geared diesel plant, 
1 a diesel-electric plant, and 1 a gas-turbine plant. 

We also propose to install experimental cargo-handling gear be- 
cause eargo handling is one of the areas in which there ry prac- 
tically no progress in many, many years, while there has been con- 
siderable progress in the moving of materials on land. 

We are thinking in terms of a 6,000 shaft horsepower for each of 
these ships, which we feel will produce a sea speed of 15 knots as 
opposed to their present speed of 10 knots. 

ou can see, I am sure, that such an increase in speed would be of 
vast importance to the defense potential of the country. We would 
not only have faster ships, which would thereby be less vulnerable 
to submarine attack, but we would need fewer ships to be operated 
since they could operate at about 50 percent additional speed. 

We contemplate that the cost of doing these conversions will range 
from $1,620,000 for the steam-turbine installation to $2.7 million for 
the gas turbine, or an average of $2.4 million per ship. 

The estimate also provides a half million dollars for preparation of 
plans and $1 million for the installation and fabrication of the cargo 
gear about which I spoke a minute or two ago. 


TRADE-IN-AND-BUILD TANKER PROGRAM 


There is additionally in this budget a proposal to trade in older 
tankers and build good useful tankers. The purpose of this is that the 
Government may acquire these good, useful tankers for putting them 
in our national-defense reserve so that they will be available to us. 
The findings of the Joint Chiefs of Staff show that we have a most 
critical shortage of tank ship capacity in this country and that we 
could not meet our military obligations with the ships we have on 
hand and available to us. 
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This is a unique proposal, in that it contemplates that we shall ask 
the private owners of existing tank ships who have in the tank ships 
which they presently own a considerable useful life to abandon that 
useful life and to build new ships at their own expense so that the 
United States will have a larger reserve. The only compensation 
which these private owners and operators of these vessels would get 
would be that the Government would allow them on a trade-in basis 
an amount equivalent to their depreciated book value, the amount at 
which they are presently carrying these ships on their own books, 
and an amount which has hitherto been approved by the Internal 
Revenue Service. There would be no possibility of any present owner 
getting any sort of windfall out of this operation. 

As a matter of fact, if it were not for the approach which we are 
making on purely a patriotism basis to these large oil companies they 
would very likely have no interest in going into such a program. 

If this were successful the Government would be able to acquire 
for its own reserve these good, useful, 10-year-old tankers, and the 
companies would then, as soon as the new ones were built, be operating 
newer, larger, faster tankers which would also be available to us in 
time of war. 

It is contemplated, of course, that beyond the trade-in price if the 
poe required any defense features the Government would pay for 
those. 

Mr. CLevenGer. That really partakes in a way of a boondoggle, 
does it not? 

Mr. Roruscuitp. Indeed not. 

Mr. CLevenGcer. Getting ‘made work’’ for our shipyards? 

Mr. Roruscuitp. Indeed not, sir. We have a most critical shortage 
of tankers. I think it was Admiral Leggett who testified recently to 
the effect that this was our most critical deficiency in our war plans. 
This is a means of getting these ships available without the Govern- 
ment putting out the money to do it. 

As I say, if we were not appealing to the patriotism of the com- 
panies involved here and if they were not to some measure responsive 
to that appeal we would not be getting any ships built. 

Incidently, this is only one-half of our contemplated program 
under that measure and we would, if this proved to be successful, 
expect to ask you for the authority and money to continue such a 
thing in subsequent years. 


LIBERTY SHIPS 


Mr. Crievencer. Mr. Rothschild, will you at this point tell us 
what the Liberty ships cost? 

Mr. Roruscni_p. What they cost originally? 

Mr. CLEvENGER. Yes; originally. 

Mr. RoruscuiLp. We will have to furnish that, Mr. Clevenger. 

(The information is as follows:) 

The average new construction cost of all wartime constructed Liberty ships 
at the time they were built was $1,821,000. The cost throughout the wartime 
period ranged from a minimum of $1,505,773 to a maximum of $3,492,660. 

Mr. CLevenGer. You understand why it is interesting. 

Mr. Roruscuitp. Yes, sir. I asked Mr. Pierce, the president of 
New York Shipbuilding Co., cnly a day cr two ago what he thcught 
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it would cost. This is just a horseback estimate on his part. I asked 
him what he thought it would cost today to build a new dry-cargo ship 
of the same capacity as a Liberty ship which would move at 15 knots. 
He said that he thought they would cost somewhere in the area of 
$7 million to $8 million each today. 

Mr. CLEvENGER. But you see the ships you propose to cover, or 
many of them, are at nearly two-thirds of their useful years. Many 
of them were built in 1940 or 1941. 

Mr. Roruscuitp. We have no idea, Mr. Clevenger, of ever using 
these ships except in time of war. They would be only a mobilization 
unit. e would need, as the estimates of the Joint Chiefs of Staff 
show, every single vessel we have plus all we could build throughout 
the duration of the war. The idea of converting these is to determine 
whether or not they would be more useful under such conditions. 

Mr. CievenGcer. Nobody ever gave the Joint Chiefs of Staff all 
that they wanted, luckily, because there would not have been any 
material left in the world. They would fortify the moon and the sun 
and the stars if they could get to them. 

It seems to me the cost was not even $5 million for building this 
present Liberty ship, was it? 

Mr. Roruscuip. I have no idea, sir. We will get that information 
for you. 

VICTORY SHIPS 


Mr. CLevencer. How many Victory ships do you have, on the 
faster ships? 

Mr. Roruscuitp. I will have to furnish that, too. There are 
relatively few. 

Mr. CuevenGcer. Furnish the number in the active service and the 
number in the reserve. 

Mr. Roruscuixp. All right, sir. 
Mr. Cievencer. The “pickling’’ fleet. 

(The information is as follows: ) 


Number United States-flag Victory ships as of May 1, 1954 


Government 


and privately} Government | Privately 
owned 


Active private operation 
In use by Military Sea Transportation Service 
m) y inactive 
Laid up in reserve fleet 


MARINER SHIPS 


Mr. Roruscuitp. There is also language in this proposal asking 
that of these ship-construction funds there be made available to 
Maritime amounts which would be needed to convert Mariner ships 
as and if we sell them. We now have no funds for that purpose. 
We believe that we have some interested purchasers. _ « 

Mr. Cievencer. Are they not really the newest military auxiliary 
ships we have? 


354 282 72 
11 8 3 
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Mr. Roruscui.p. Yes, sir; they are. 

Mr. CLEVENGER. Why sell them unless you are going to sell them 
to a company which will operate them and keep them in standby? 

Mr. Roruscuitp. That is exactly what we propose to do, sir; to 
sell them to a company which will operate them; because we all 
recognize that a ship which is now operating is a much greater defense 
potential than one which is laid up. 

Mr. CLeveNGER. Surely. You have to take them out of mothballs. 

Mr. Roruscuitp. But these operators will need some conversions 
on these ships to suit them for their trade. In some cases they will 
need tanks for the hauling of liquid cargo, and perhaps some additional 
refrigeration space. There are a few modest modifications. All we 
want is the authority to spend some part of this money for that 
purpose. 


EXPENSES OF VESSELS INVOLVED IN MORTGAGE FORECLOSURES 


There is an additional item of $3 million. This is intended for 
expenses in connection with the protection, preservation, maintenance, 
and acquisition of vessels involved in mortgage foreclosures or for- 
feiture proceedings. At the present time we have 37 vessels—23 
T-2 tankers, 7 Victorys, and 7 Libertys—which have been seized by 
the Government under libel actions. There are always a certain 
number of expenses in connection with those. 

Up until recently, and as a matter of fact up through the General 
Appropriation Act of 1951 we did have specific authority to pay such 
bills. But at the present time we do not seem to have that. 

We sold, as you know, a great many vessels under the Merchant 
Ships Sales Act of 1946, many of which are mortgaged to the Govern- 
ment. From time to time we do have some defaults in those mort- 
pa ges, so we have to take possession of the vessel and then bring suit to 
oreclose the mortgage, and there are small expenses involved in each 
of those operations. 

Mr. CLevencer. What was the legal authority for this operation? 
Have you had an appropriation for this item previously? 

Mr. Roruscuiip. Yes; we did before. 

Mr. CLeveNGER. Can you tell us when? 

= Roruscuitp. We had that in the General Appropriation Act 
of 1951. 

Mr. CLeveNGeER. It was the result of that act that you made these 
recaptures. 

Mr. Roruscuitp. That authority has expired, and we are now 
seeking to have some funds available to us so we can protect the 
Government’s interests where ships are defaulted on, or seized. 

Mr. CLevencer. That legal authority has not been extended? 

Mr. Roruscuitp. We have the legal authority but we have no 
money, sir. 

AUTHORITY FOR FUNDS REQUESTED 


Mr. CLEvENGER. Cite us the legal authority for us giving you these 
funds for each of these requests, if there is legal authority for it. 

Mr. Roruscuitp. We will furnish that for the record. 

Mr. CLevencer. There is legal authority for all of these requeste 
that you are making? 


) 
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Mr. Roruscuitp. We have it. 
Mr. CLevENGER. Submit it, please. 
(The authority requested is as follows.) 


Appropriation request Authority 


Payment of construction-differential subsidies and cost | Title V, sec. 504 of the Merchant Marine Act 
national defense features. 1936, as amended (46 U. 8. C. 1154). 

Reconditioning and betterment for ships in national | Merchant Ship Sales Act of 1946, as amended, 
defense reserve fleet. sec. 11. erchant Marine Act, 1936, as 

amended, sees. 207, 211 (i), amd 212 (ce). Mer- 

chant Marine Act, 1936, as amended, title I, 

declaration of policy. 

Acquisition of used tankers and payment of cost of | Merchant Marine Act, 1936 as amended, sec 510 
national defense features incorporated in new tankers (46 U. 8. C. 1160), sees. 504 and 509. (S. 240s 
constructed by private account to replace used as passed the Senate, H. R. 6353 and H. R. 
tankers. 9252 under active consideration by House Mer- 

chant Marine and Fisheries Committee amend- 

ing sec. 510 of the Merchant Marine Act, 1936, 

as amended, if passed by Congress will facili- 

tate this program.) 

a in connection with forfeiture and seizure of | Shipping Act, 1916, as amended, sees. 9, 37, and 

ips. 41 (the authority contained in these sections 
was transferred to the Maritime Commission 
by the Merchant Marine Act, 1936, as amended, 
and subsequently transferred to the Secretary 

of Commerce by Reorganization Plan No. 21 

of 1950). Merchant Ship Sales Act of 1946, sec. 

11. Merchant Marine Act, 1936, as amended, 


sec. 207. 
Construction-differential subsidy for aid in the recon- | Sec. 501 (c) and title VII, Merchant Marine Act, 
struction of mariner-class ships for sale. 1936, as amended. 


TANKERS UNDER PANAMANIAN AND GREEK FLAGS 


Mr. CLevencer. How many tankers went out from under the 
American flag under the Panamanian flag or the Greek flag, if you 
know? 

Mr. Roruscuixp. I do not know, offhand, but our record would 
show that and we would be glad to furnish that for you. 

(The information requested is as follows: ) 

Approximately 109 tankers went out from under the American flag under the 
Panamanian flag, of which number 72 constituted sales of Government-owned 
ships foreign, and 37 were private transfers; 8 have been placed under the Greek 


flag, of which 7 were sales of Government-owned ships, and 1 constituted a private 
transfer. 


ADMINISTRATIVE COSTS 


Mr. Cievencer. How much do you have in this estimate for 
administrative costs? 

Mr. Roruscuivp. $1 million, only half of which we want made 
available to us for fiscal year 1956 and the balance of that can be 
carried over to next year? 

Mr. CLEVENGER. 1956? 

Mr. Roruscuixp. Yes; and some part of 1957. 


COST OF CONSTRUCTION OF SHIPS IN AMERICAN AND FOREIGN SHIPYARDS 


Mr. Coupert. Mr. Rothschild, your program apparently provides 
for the construction differential on four new passenger ships? 

Mr. Roruscuiip. That is right, sir. 

Mr. Coupert. At a cost of $21 million, estimated. What would 
_be the cost of equivalent ships built in foreign yards? 
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Mr. Roruscuitp. About 55 percent of that price we estimate, Mr. 
Coudert. 

Mr. Coupert. In other words, under this program the Government 
will pay 45 percent of the cost of each of those ships, or $9,450,000? 

Mr. Roruscuitp. That is correct, sir. 

Mr. Covuperr. And that $9 million plus represents the difference 
between the cost of building precisely the same ship in a foreign yard 
and in an American yard? 

Mr. Roruscuitp. According to our best estimates; ves. 

Mr. Couperr. What, if any, law requires the construction of those 
ships in American yards? 

Mr. Roruscuitp. The Merchant Marine Act of 1936, sir. 

Mr. Covupert. In what way does it mandate the construction in 
American yards? Are the Grace Lines not free to contract for the 
construction of a vessel in a Dutch yard, or a British vard? 

Mr. Roruscuivp. No, sir; they are not. 

Mr. Couprerr. Why not? 

Mr. Roruscuitp. Because of the statutory provisions of the 
Merchant Marine Act of 1936. 

Mr. Covupert. Does that mean that no American shipping company 
can build ships or purchase ships from foreign yards? 

Mr. Roruscui_p. That means no subsidized American shipping 
company can build ships in a foreign yard for use in the subsidized 
service. 

Mr. Covupert. You mean that the limitation arises out of the 
subsidy contract. 

Mr. Roruscuiip. No; I think not, sir. 

Mr. Coupert. I would like to get that straight for the record. 
May I add for the record the reason I am particularly interested in 
this question at this time, and have been in the past, is the fact that 
we have seen recent stories in the press about certain foreign operators 
who have apparently made enormous profits operating ships in com- 

etition with American ships who are unable not only to earn a profit, 

ut which are wholly dependent upon the Government of the United 
States to exist, so I think it would be an interesting thing at this point 
to make clear why it is so. 

Mr. Roruscuiitp. Do you know the story, sir, of the action that 
the United States recently took with one of those companies which 
illegally acquired those ships? 

Mr. Coupert. I understand that; but in one of the New York 
papers there was a series of articles about one gentleman who owned 
or controlled the company and the shipping operations who made an 
enormous fortune in terms of hundreds of millions of dollars. 

Mr. Roruscuixp. I do not believe it is the same person, but if you 
are referring to Mr. Onassis, we have him under indictment. 

Mr. Couprert. What I am interested in is the fact that that episode 
illustrates dramatically the fact that ships that fly foreign flags are 
able to operate in world competition successfully and profitably and 
our ships are not; and I would like again to get into the record here 
the reasons why, first, these ships you are requesting subsidies for are 
compelled to fly the American flag and not the Panamanian flag, or 
the Costa Rican flag or any other, and why it costs so much more to 
operate American ships. 
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Let us begin with the first question: What is it in the law that re- 
quires the Grace Line, for instance, to fly the flag and sign a subsidy 
contract and commit itself for subsidy payments and be dependent 
upon the Government to keep it alive? 

Mr. Roruscuiip. We are looking that.up. May I comment on the 
philosophy of the act, as I understand it? 

Mr. Couprert. Before you comment, let us get the answer to the 
question in the record, just for continuity. 

Mr. Roruscuitp. The American company can operate under the 
American flag without subsidy, Mr. Coudert. 

Mr. Couperr. Is it not the fact then, Mr. Rothschild, that this 
subsidy is necessary to keep alive ships that fly the American flag 
because of the excessive cost of operating ships that are under the 
American flag? 

Mr. Roruscuitp. This particular submission, Mr. Coudert, has 
nothing to do with operation; it has only to do with construction. 

Mr. Coupert. I will withdraw the question. 

Is it not a fact, Mr. Administrator, that the reason you are here 
requesting a construction subsidy is because the cost of construction 
in American yards is so very much in excess of the cost of building the 
same ships in foreign yards? 

Mr. Roruscuitp. That is correct, sir. 

Mr. Covuprert. And further because companies that have the sub- 
sidy contracts are required under those contracts to construct new 
ships in American yards? 

Mr. Roruscuivp. Yes; and I believe that I can give you that refer- 
ence now. 

Mr. Couprert. Well, if these companies were free to have their 
ships constructed in foreign yards, such as British, Dutch, or German 
yards, the cost would be 55 percent of the estimated cost of the pres- 
ently contemplated ships. 

Mr. Roruscuitp. The cost to the operator would be precisely the 
same as it is under-the subsidy program. 
ina Covupert. I asked about the cost of the construction of the 
ship. 

Mr. Roruscuitp. The cost of the construction of the ship would 
be about 55 percent. 

Mr. Couperr. The Federal Government would not be required to 
contribute 45 percent of the cost therefor? 

Mr. Roruscuitp. That is correct. 

Mr. Couprert. Did you say you have now the statutory reference 
= requires these operators to fly the flag and to build in American 

ards? 
“ Mr. Roruscuitp. Yes. I refer you to title I, declaration of policy 
of the Merchant Marine Act of 1936, section 101, which reads as 
follows: 

It is necessary for the national defense and development of its foreign and 
domestic commerce that the United States shall have a .merchant marine (a) 
sufficient to carry its domestic waterborne commerce and a substantial portion 
of the waterborne export and import foreign commerce of the United States and 
to provide shipping service on all routes essential for maintaining the flow of such 
domestic and foreign commerce at all times; (b) capable of serving as a naval and 
military auxiliary in time of war or national emergency; (c) owned and operated 


under the United States flag by citizens of the United States insofar as may be 
practical; and (d) composed of the best equipped, safest, and most suitable types 
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of vessels, constructed in the United States and manned with a trained and 
efficient citizen personnel. It is hereby declared to be the policy of the United 
States to foster the development and encourage the maintenance of such a mer- 
chant marine. 

Mr. Coupert. Now, Mr. Rothschild, if it were permitted under the 
act, for ships of these ‘American-owned companies to fly foreign flags 
such as the Panamanian flag, then a very large part of the subsidies 
now paid for construction and operation would be unnecessary ; is 
that correct? 

Mr. RoruscuiLp. That is absolutely correct, sir; but we would 
not have a trained citizen personnel to operate the ships. They 
would not be as readily available to us in time of national emergency 
as they currently are, as we so well found out both in World War I 
and World War II. 

Mr. Rooney. And would strike a death blow at the merchant 
marine and shipbuilding industry. 

Mr. Roruscuitp. We must have a shipbuilding industry, as we 
have found out, because we cannot depend upon our friends when 
we most need the ships. We cannot fight an effective war without 
the means with which to supply not only our troops deployed in 
various areas of the world, but our citizens who are backing up those 
troops at home by producing war goods. 

Mr. Coupert. The simple fact is, then, that the shipping industry 
in the United States is wholly dependent for its existence upon 
Government subsidy? 

Mr. Roruscuiip. The simple fact is that the United States Govern- 
ment and its citizens are wholly dependent upon an American mer- 
chant marine for its very existence. 

Mr. Covuperr. Would you mind answering my question? 

Mr. Roruscui.p. The reporter will have to read the question. 

(Question read.) 

Mr. Rooney. | will answer the question—-yes; followed by but——— 

Mr. RoruscuiLtp. Mr. Rooney, you have answered the question for 
me. 

Mr. Coupert. And yet, Mr. Rothschild, is it not a fact that foreign 
shipping operators, that is, operators who are operating under the 
foreign flags, have been and are still able to operate their ships at a 
profit? 

Mr. Roruscuitp. Maybe they are, sir. 

Mr. Coupert. Without government subsidies. 

Mr. Roruscuitp. But nearly all other nations subsidize their own 
merchant marines in one fashion or another. 


ASSISTANCE FOREIGN COUNTRIES GIVE THEIR MERCHANT MARINE 


Mr. CoupeErt. Do the Greek operators whose names have appeared 
in the press in recent weeks have the benefit of subsidies of any kind 
from any government? 

Mr. Roruscuiip. I do not know, sir. 

Mr. Couprert. Could you find out? 

Mr. RoruscuiLp. We will investigate it and report to you. 

Mr. Couperr. And put it in the record at this point? 

Mr. Roruscuitp. Yes. 
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(The information requested is as follows:) 


The operators referred to have their ships registered under various foreign flags. 
As an indication of a representative operator in this group, we have developed that 
20 ships of this operator were registered under the following flags: 5 Panamanian, 
11 Honduran, 2 Liberian, 1 Norwegian, 1 Greek. Sixteen of the twenty ships 
were registered either under the Panamanian or Honduran flags; and while these 
operators do not get the benefit of direct subsidy as such, they do have a number of 
very definite advantages which greatly influence their ability to operate profitably 
because of greatly reduced costs. These advantages include, but are not limited 
to, (1) ability to trade at will in the world wide trade, (2) manning ships with the 
lowest-cost foreign crews, (3) various tax benefits. 

The benefits of the first two advantages are obvious. With direct reference to 
tax benefits, a recent study of the American merchant marine and the Federal 
tax policy developed a considerable amount of information concerning these tax 
benefits, which provides a good indication of the extent to which foreign countries 
assist their respective national merchant fleets indirectly by means of tax benefits. 
These benefits may include tax exemption for future construction, accelerated 
depreciation, normal depreciation, asset revaluation, treatment of losses, capital 
gains, and income-tax rates. 

While we do not have any direct information on the advantages of registration 
under the Honduran flag, we do have information as to Panamanian registry 
which we believe is somewhat indicative as to these benefits. 

Panamanian maritime legislation is designed to encourage ship documentation 
and provides a number of incentives in the form of tax benefits. Shipping is 
granted preferential treatment in the Panamanian Internal Revenue Code 
and income obtained from international operations is not subject to taxation. 
Panamanian flagships engaged in performing international services are conse- 
quently not concerned with Septlectelion rates, treatment of ea gains or losses, 
excess-profits taxes, or any other similar income-tax matter. herefore no statu- 
tory depreciation requirement exists for ships engaged in international services 
and no rates have been established for ships engaged in local services and usually 
any reasonable program of depreciation is acceptable for these services. The 
Panamanian flag operator does not pay any tax on capital gains, or any excess- 
profits tax. 


SUBSIDIES ON NEW PASSENGER SHIPS 


Mr. CLEveNGER. Will the subsidies on these new liners, if they are 
built for Moore-McCormack and the Grace Lines, be more costly to 
the United States than they are on the present ships? 

Mr. Roruscui.p. We anticipate that they will be lower. 

Mr. CLevencer. Lower than on present ships? 

Mr. Roruscuitp. Yes, because these will be new ships replacing 
old ones which are expensive to run. 


ACQUISITION OF TANKERS 


Mr. CLeveNGER. For the acquisition of tankers you request $26 
million. Where is the authority for this proposition? 

Mr. Roruscuiip. We have before the House and Senate committees 
’ a present time legislation which would give us the authority to 

this. 

Mr. CLevenGer. As of now you have no authority? 

Mr. Roruscuiip. We have authority presently, sir, under section 
510 of the Merchant Marine Act to trade in vessels which are 12 
years old. We ask that that be changed to 10 vears. 

Mr. CLevenGceR. How many tankers were built last year, or how 
many have been built since 1951 or 1952? 

Mr. Roruscuriip. Worldwide? 

Mr. CLeveNGeER. In the United States. 

Mr. Roruscuitp. We will furnish that for the record. 

(The information requested is as follows:) 
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Merchant-type tankers built in United States shipyards by United States and foreign 
account (1,000 gross tons and over) 


[Tonnage in thousands] 


United States flag 


Dead- | Num- Dead- 
weight | ber weight 


~ 


Total, 
1954, January~May 


| 


Mr. Cievencer. Did the Government pay for those built in the 
last few years? 

Mr. Roruscuivp. | believe the Government has paid for no tankers 
except those built during the war. 

Mr. CLevencer. And how about for Navy account? 

Mr. Roruscuitp. I am not sure. 

Mr. CLevencer. Have you noticed in the press the last few days 
the announcement of the launching of a 60,000-ton ore carrier in 
st the first of four under contract? 

Mr. Roruscuixp. Yes. 

Mr. CLevencer. To carry ore from South America to the United 
States. 

Mr. Roruscuivp. Yes. 

Mr. CLevencer. Do you think that we can compete with that ship 
under the command of a Japanese and with a Japanese crew? 

Mr. Roruscuitp. With a subsidy. 

Mr. CLevenGer. Is there a shortage of tankers at present? 

Mr. Roruscuitp. There is no commercial shortage of tankers. 
There is a terrific shortage of tankers for war use. 

Mr. CLEVENGER. How many presently are being built, if you know? 

Mr. Roruscuitp. We will furnish that for the record. 

(The information requested is as follows: ) 

As of June 1, 1954, there were a total of 20 oceangoing tankers under construc- 
tion in United States shipyards; of these 13 are for United States-flag operation 
and 7 are for foreign-flag operation. Of this number all but 2 are scheduled to be 
completed in the next 5 months. 

Mr. Covuprert. What is the difference between a tanker and a 
tanker for war use? 

Mr. Roruscnuitp. There is no difference except in war we need 
many more tankers than we do in peacetime. 

Mr. Covupert. What do we do with the additional tankers in the 
meantime—let them sit up some river? 
te Mr. Roruscuinp. We are going to preserve them and keep them 
in our reserve fleet. The ones that we will acquire will be made a 
part of the national defense reserve. 


t 
Total | Foreign flag 
f f Num- | Dead- | Num- | 
ber | | eight | er” | Cross | 
3 16) 33 | | 28 
) 4 46) 79) 66 
887 | | 489 777 
| 104 | 1,608 | 2,565 535| 831| 1,073| 1,734 
8 123 | 193 | 85 | 134 2 38 59 
| 1,731 2, 758 | 620 | 965 68 1,793 
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Mr. CLeveNGER. We acquire obsolescence and the shipping com- 
panies acquire the new ships. 

Mr. Coupert. The reason that I am asking the question is because 
I want to find out whether we need the tankers. I wonder if you 
know how many are being built. 

Mr. Roruscui.p. With all the tankers that have been built, all 
those in service, all those available to us, and all those which might 
be in reserve, we still have a most critical shortage of tankers for 
war use. 

Mr. Ciever. How many are involved in this particular action? 

_ Mr. Roruscuiip. This contemplates the building of 10 new tankers, 
sir. 
Mr. CLevENGER. Just 10? 

Mr. Roruscuivp. Yes, and this would not go anywhere near toward 
solving the very large shortage which we have, not even if you add 
the Navy’s program to this. We would not be close to it. 

Mr. CLevencer. How many tankers are you requesting funds for 
in defense features? 

Mr. Roruscuixp. In each of these cases, there might be a defense 
feature in the nature of speed added to a tanker. 

Mr. Cievencer. You are going to buy 20 old tankers under the 
program? 

Mr. Roruscuitp. Yes. 

Mr. CLevenGcer. You are going to build 10 new ones? 

Mr. Roruscuitp. Yes. The plan calls for the operators to build 
10 new ones with their own financing. 

Mr. CLevencer. When would the tankers be acquired? It would 
take as long as a passenger ship to build them? 

Mr. Roruscuivp. It takes something under a year to build a tanker. 

Mr. CLevencer. Will there be any latent costs additional in 1955? 

Mr. Roruscuivp. That is all included in the requested appropria- 
tion here. 

Mr. Cievencer, How much do you have in this estimate for 
administration—administrative costs? 

Mr. Roruscuitp. For the whole shipbuilding program? 

Mr. CLEVENGER. Yes. 

Mr. Roruscuitp. $1 million, only half of which is needed in fiscal 
year 1955. 

MARINER SHIPS 


. Mi, Couprert. Mr. Rothschild, when were the Mariner-class ships 
ult? 

Mr. Roruscuitp. They have been built over a period of the last 
3 years. 

Ms. Covupert. In other words, they are quite new ships, are they 
not! 

Mr. Roruscuiip. Indeed, they are, sir. 

Mr. Covuperr. And yet here you are requesting funds for the 
purpose of reconstruction so the ships will be available for the trade. 

Mr. RoruscuiLp. Not reconstruction, sir. 

Mr. Couperr. I think that is what you called it in your statement. 
What is the term you use? 

Mr. CLevencer. Reconversion is the term that I think he used. 
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Mr. Roruscuitp. | think that I mentioned that just before you 
came in. 

Mr. Coupert. Reconstruction is the term that you use in your own 
statement. 

Mr. Roruscuivp. I apologize. Certain trades require additional 
refrigerator space. They also require the installation of tanks for the 
hauling of liquid cargoes. 

Mr. Couprertr. And that was not known 3 years ago when they 
were originally planned and built? 

Mr. RoruscuiLp. It was not. These ships, as you indicated, were 
built as naval auxiliaries primarily and not for merchant ships. 

Mr. Couprrt. These ships were built wholly as a Government 
operation without any private participation, were they not? 

Mr. Roruscuitp. That is correct. 

Mr. Coupert. How many of them were built? 

Mr. RoruscuiLp. 35, sir. 

Mr. Coupert. Fundamentally, were they not really built as sort 
of a boondoggling proposition to keep shipyards going? 

Mr. Roruscuitp. As I understand it, sir, their building was dis- 
cussed and induced by the outbreak of the Korean indicent. 

Mr. Covupert. Was it not a fact that the distribution of the con- 
struction contract was on some sort of a pro rata national basis and 
not on the basis of the lowest bids? 

Mr. Roruscnitp. They were built in 7 different yards—5 ships 
each in 7 different yards. 

Mr. Covupert. Scattered all over the country from coast to coast, 
were they not? 

Mr. Roruscnuixp. 5 of those vards were on the east coast, 1 was on 
the gulf coast and 1 was on the west coast. 

Mr. Coupert. Now, 3 years later, after the expenditure of an 
enormous sum of money to build ships at public expense largely for 
the benefit of the shipyards, you have come in here and asked to 
reconstruct in order that they may be made available for the private 
trade of one kind or another. I think that is an interesting com- 
mentary on your new request for new ships, and any other request 
that comes up for construction for construction’s sake. 

Mr. Roruscuitp. Correcting some of the errors of our predecessors, 
these ships were built without due regard to the interests of the people 
who ualghs be expected to use them. These ships were designed and 
built as naval auxiliaries, and very little of what the trade needed was 
ever considered. We feel, and I am sure that you will agree with us, 
that a ship in operation is a much more valuable potential for defense 
than one laid up, and in order to get these ships into operation we are 
now adding to them such features as any normal commercial opera- 
tion would need. 

Mr. Couprert. How many of those ships have been sold to private 
operators? 

Mr. Roruscui.p. Three of them, sir. 

Mr. Coupert. Three out of thirty-five? 

Mr. Roruscuitp. Yes. None prior to my incumbency. 

Mr. CLevenGcer. One has been wrecked. 

Mr. Roruscuitp. Yes. 

Mr. CLevencer. And the cost was approximately $10 million each? 

Mr. Roruscuiip. $9,250,000. 
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Mr. Cuevencer. A little more than that when delivered? 

Mr. Roruscuitp. The latest figure I have seen is $9,250,000. 

Mr. CLevEeNGER. That is the average over the 7 yards? 

Mr. Roruscui.p. Yes. 

Mr. Cievencer. You will offer them for what price? 

Mr. Roruscuiip. On the formula as set out in the Merchant 
Marine Act which deducts from the whole cost of the vessel the 
national defense features and then applies against that smaller figure 
a construction differential percentage which in the case of the Mariners 
was about 45 percent. 

Mr. Couprerr. With regard to the mariners, those that you are 
now planning to reconstruct or reconvert for private trade, would you 
have to again reconstruct them to make them naval auxiliaries? 

Mr. Roruscaitp. No, sir. 


IMPORTANCE OF MERCHANT MARINE 


Mr. Rooney. First let me say, thank God and the wisdom of 
Congress for the 1936 Merchant Marine Act, otherwise the American 
merchant marine today would probably consist of three whaleboats. 

Mr. Administrator, the shipbuilding business is one dependent upon 
highly skilled employees, is it not? 

r. Roruscuiip. Yes. 

Mr. Roonry. These shipyards have a great deal to do with the 
economy, not only of our Nation, but of the communities in which 
they are located? 

Mr. Roruscui.p. Yes. 

Mr. Roonry. They employ a great many people, and the payrolls 
in those yards and the work done there have a great effect upon the 
local economy as well as the national economy, does it not? 

Mr. Roruscuivp. I think that is correct. 

_ Mr. Roonsy. In the event of a national emergency it is imperative 
that we have these yards ready with skilled workers; is that correct? 

Mr. Roruscuitp. May I comment on that a moment, sir? 

Mr. Rooney. Am I correct? 

Mr. Roruscuivp. “Yes” is the answer to the question. 

Mr. Rooney. Do you want to elaborate on that? 

Mr. Roruscuixp. If I may. 

There has recently been made and distributed a report on the 
merchant marine, the first one, by the way, which has been done since 
1936. It is a joint effort of the Office of the Under Secretary of 
Commerce for Transportation and the Maritime Administration. In 
that we quite carefully examine the shipbuilding potential of the 
country, and we find that in order to have enough people who know 
how to build ships when we need them in time of war we must not 
let our in-between war work force get below 36,000 people because a 
working force can only be expanded in the area of 12 to 14 for 1 in 
time of war. ; 

Mr. Rooney. And to permit it to go below that would be dangerous 
to the very life of our Nation, would it not? 

Mr. Roruscuiip. That is correct. 

Mr. Rooney. Particularly in these turbulent and chaotic times? 

Mr. Roruscuitp. At any time, and we are below that figure today. 
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Mr. Covupert. I am always interested in the observations of the- 
gentleman from New York. 

Mr. Rooney. A great many of my people over in Brooklyn, and in 
the Red Hook section, rather than those on Park Avenue, would 
thoroughly understand this. All of the shipyards in Brooklyn are 
located in my district. I know what it means to have a dead water- 
front. s know what it meant years ago to see the piers and no ships 
at work. 

Mr. Covupert. The second question of the gentleman from New 
York to the Administrator that raised the importance of maintaining 
our shipping industry, which he has pointed out with his usual dra- 
matic eloquence—well, we have a steel industry, we have an auto- 
mobile industry, we have other highly technical mass-production 
industries, large-scale industries, which do not require a subsidy. 


NECESSITY FOR SUBSIDIES 


Mr. Administrator, why is it that the shipping business is so wholly 
dependent upon subsidies? Is it that the shipping industry has al- 
lowed itself to become antiquated and obsolescent and has failed to 
develop new techniques and methods of operation and construction so, 
unlike the automobile industry, the steel industry, and others, they 
are unable to compete with foreign competition? 

Mr. Roruscuitp. There are two easy answers to your question. 
No. 1, sbipbuilding is not a mass-construction industry that can be 
compared to the others that you mentioned. Ships are built in small 
numbers. Even a large shipbuilding contract is for small numbers of 
ships by comparison with automobiles. 

Mr. Couperr. But a ship is a large thing in itself. 

Mr. Rotuscuitp. But they are handmade. 

Mr. Rooney. And there are many and varied skills involved in the 
building of a ship, some of them used at one point of construction and 
not used at another point; maybe down toward the end of construction 
when it comes to the fitting of the ship, you do not have 90 percent of 
those who had worked on the ship when it was originally started. Is 
that correct? 

Mr. Roruscuitp. May I answer the second part of Mr. Coudert’s 
question? 

Mr. Rooney. Wait just a minute. I have one hanging fire and | 
would like an answer to it. 

Mr. Roruscuixip. There are peaks and valleys in the shipbuilding 
industry. 

To answer Mr. Rooney’s question, there are varying skills involved 
in the building of a ship. As to how they progress and what percent 
of them is involved at one period or enstieis I am not qualified to 
answer. 

Mr. Roonry. You say that you have a question pending, Mr. 
Coudert? 

Mr..Coupert. I was going to ask a question along that same line. 

Mr. Roonry. A fresh one? 

Mr. Coupert. Yes. 1 want to ask one more, because I am very 
much impressed by the fact that here we have what purports to be 
a great industry that simply cannot compete in the world at all. 
Possibly there is an easy explanation why our ships in operation cannot 
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compete—because the cost of our crews is so much greater than the 
cost of foreign crews, but our labor costs are muna higher in our 
steel companies than in foreign steel companies, and in all of our 
industries than in the opposite numbers abroad, and yet we have the 
shipbuilding industry, which is a substantial industry, utterly unable 
to stand upon its feet and compete with anybody. We have had a 
subsidy since 1936, have we not? 

Mr. Roruscuiip. Yes. 

Mr. Coupzrr. Is it possible that the fact that there has been the 
subsidy through these years that has contributed to the failure of 
the shipbuilding industry to modernize itself and to develop itself 
in such a way it can build ships in competition with foreign shipyards? 

Mr. Roruscuiitp. Mr. Coudert, I think that is a wrong statement. 

Mr. Covupert. It is a question, not a statement. 

Mr. Roruscuivp. Or a question, because our shipyards do a more 
efficient job than any foreign shipyards we have been able to find in 
terms of man-hours employed. The difference is in the rate at which 
labor is paid. We estimate that our own shipbuilding personnel 
build ships in 18 percent less man-hours than any foreign yard. 

Mr. Couperrt. If our shipyards had sufficient volume to keep them- 
selves going pretty steadily, would the construction cost per ship 
come down? 

Mr. Roruscuivp. It would be slightly, but is would in nowise 
approximate the cost of building ships to foreign. 

Mr. Couprerr. Therefore, there is no inducement for the present 
rps <n operators to get contracts from abroad for the construction 
of ships? 

Mr. Roruscuitp. Except for the fact that there was a period when 
foreign shipyards could not deliver ships in good time. There has 
been almost no building in American shipyards for foreign account. 

Mr. Rooney. Mr. Administrator, other nations subsidize their mer- 

chant marine, do they not? 

Mr. Roruscuiup. Yes. 

Mr. Rooney. Please address yourself to that subject. and tell us 
what these other nations do—generally speaking. 

Mr. Roruscuitp. They use all of the devices which are used by 
governments in subsidy areas, Mr. Rooney. They give financial aid 
in the matter of supplying funds; they pay subsidies on the construc- 
tion side; they give depreciation schedules far greater than American 
depreciation schedules, and they do various other things in that same 
general area—not all nations do all of them, but some nations do all of 
them. 

Mr. Rooney. Is it not worth some dollars and cents, insofar as 
payment of an American operating subsidy is concerned in connection 
with the liner United States, to have that liner, the queen of the 
American merchant marine, on the high seas visiting foreign ports? 
That is worth something that cannot exactly be measured in dollars 
and cents, which adds greatly to the prestige of this Nation in these 
times; is that not correct? 

Mr. Roruscuitp. That is absolutely correct, and it is conceivable 
to me in time of war the United States, which can carry as many troops 
as it can, might be even more valuable than any war vessel which 
we own. 
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FIRMNESS OF BUDGET ESTIMATES 


Mr. Rooney. Exactly. Now, Mr. Administrator, I have examined 
your statement, and since I am one who in my 10 years on this com- 
mittee has never liked the words “‘estimated at,’’ or “approximately,” 
I must say that I find that all of your figures are broad estimates; 
they are all in rounded millions or half millions, and I suggest you 
give us further definite facts. 

This record should be made to contain the real McCoy when it comes 
to these figures so we will all know with regard to each of them whether 
or not they are firm figures, or broadside estimates amply padded 
upward. 

Do you have any comment with regard to this? 


CONSTRUCTION OF PASSENGER SHIPS FOR GRACE AND MOORE-M’ CORMACK 
LINES 


Mr. Roruscuiip. Let me refer a moment to 4 passenger ships, the 2 
for Grace and the 2 for Moore-McCormack. No final plans have 
been made. Therefore, it is impossible to ask for bids. We cannot 
have a precise figure until we get bids. 

Mr. Rooney. What sort of plans have been made if they are not 
final? 

Mr. Roruscuivp. Preliminary plans have been made, sir. 

Mr. Rooney. Have there been estimates from shipbuilders? 

Mr. No. 

Mr. Rooney. How long ago were those plans made? 

Mr. Roruscuitp. They are absolutely current. 

Mr. Rooney. Have they been revised since this was first submitted 
to the Congress, because this has been here before? 

Mr. Roruscuitp. They have been revised, and this estimate con- 
templates the latest revision. 

Mr. Rooney. The figures in your statement with regard to this 
are different from the figures which were presented to this committee 
and turned down some while back. That is so, generally speaking, 
is it not? 

Mr. Roruscuiip. I do not believe we have previously asked funds 
for this program, sir. This is the first time we have been up on this 
program. 

Mr. Rooney. If I recall correctly, we have previously had before 
this committee the matter of construction of these four ships, and 
the majority of this committee saw fit to turn the request down, or 
possibly defer it. 

Mr. Bow. Were they not in the Truman budget and then revised 
in the Eisenhower budget last year? 

Mr. Roonry. I believe they were. 

Mr. Bow. That is my recollection. 

Mr. Rooney. I distinctly recall these four ships for the Moore- 
McCormack and the Grace Lines. 

Mr. Bow. I think it was in the original Truman budget last year. 
I think that we went into the hearings on them before the revised 
budget came in. 

Mr. Nrexson. It is my understanding these items were in the 
Truman budget and then were eliminated in the revised Eisenhower 
budget. 

46868—54—pt. 245 
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Mr. Rooney. Since the previous, or Truman; administration asked 
for these funds, and now after a year and a half of consideration this 
administration comes along and asks for the same funds, there must 
be some reason for building these ships. 

Let us take the Santa Paula and the Santa Rosa, which are owned 
by the Grace Line. You propose to build two new ships to take their 
place. What then happens with regard to the Santa Paula and the 
Santa Rosa? 

Mr. Roruscnaiip. They continue to remain the property of the 
Grace Line for disposition as good business management would 
indicate. 

Mr. Rooney. Do you have a record of the cost of reconversion 
from troopships following World War II of these two vessels? 

Mr. Bow. I have that figure. It was $2,800,000 paid by Grace, 
and $2,800,000 paid by the Government. 

Mr. Rooney. As to each ship? 

Mr. Bow. That is my understanding. 


SHIPS BEING BUILT IN FOREIGN SHIPYARDS WITH FOA FUNDS 


Mr. Preston. Mr. Rothschild, do you happen to know how many 
ships are being built in foreign shipyards now out of FOA funds? 

Mr. Roruscuivp. do not. 

Mr. Preston. In speaking of maintaining our shipyards in a proper 
degree of efficiency, I do know that we are building patrol boats and 
various small craft under the FOA program in shipyards abroad. 
If those vessels were being built here that would go a long way toward 
strengthening our shipyard potential in this country. know what 
the theory behind that is. 

Mr. Roruscarvp. I think that we can furnish those figures for you. 

Mr. Preston. I think that it would be interesting to have those 
figures. 

(The information requested is as follows:) 

We have been assured by representatives of Foreign Operations Administra- 
tion that there are no oceangoing merchant ships being built in foreign shipyards 
out of FOA funds. We do know that some smaller craft such as tugs or harbor 


craft are being built but we have been unable to definitely establish the exact 
number of these small craft being built. 


SHIP MORTGAGE FORECLOSURES OR FORFEITURE CONTINGENCIES 


Mr. Preston. Now about the repossession of the ships not paid for, 

approximately 40 need to be repossessed now? 
r. Roruscuiup. Yes. 

Mr. Preston. How long have they been in default? 

Mr. Stake. Default is not the correct terminology. They were 
seized by the Government under forfeiture action first, and 37 ships 
have actually been libeled by the Department of Justice. 

Mr. Preston. How many are on the high seas that you cannot seize 
that are in default? ‘ 

Mr. Staxem. In addition to the 37 actions that have already been 
taken, there are 10 additional tankers and 5 cargo ships that have not 
yet been actually libeled in court. 

Mr. Preston. Of that 15, are there included ships which have not 
come into the jurisdictional waters of the United States where we 
might seize them? 
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Mr. Srakem. Included in the 15 are 2 ships that have not been 
libeled because wg Sow abe not yet come into our waters. With respect 
to the others, the Department of Justice has not yet seen fit to take 
action. 

Mr. Preston. You have two in that status? 

Mr. Stakem. Two that have not come in and have been libeled. 


CONSTRUCTION OF PASSENGER SHIPS 


Mr. Preston. Who will own the ships you plan to construct under 
this request for the Moore-McCormack Lines? 

Mr. Stakem. The Moore-McCormack Lines will. 

Mr. Preston. We own the ships they are operating? 

Mr. StakemM. We own them and have them under charter to the 


company. 

Mr. OR And we are going to replace those ships with sub- 
sidized constructed vessels, and they will be the sole owner after they 
are constructed? 

Mr. Roruscuivp. And paid for. 

Mr. Preston. Does that not represent a windfall of 45 percent? 

Mr. Roruscuiip. Mr. Preston, if it were not required that Moore- 
McCormack and other shipping operators buy those ships which were 
built in American yards, they could buy precisely these same ships 
in any foreign yard for about 55 percent of what it costs. The Govern- 
ment, in order to encourage shipbuilding, and in order to see that we 
have shipbuilding facilities in this country, agreed to pay the excess 
cost between the cost of building them abroad and building them in 
this country. 

Mr. Preston. I understand that. You made that very clear. 

Mr. Roruscuitp. There is no windfall on the part of any operator 
by that process. 

Mr. Preston. Why then should we not build the ships and charter 
them as they are now doing with the two ships they operate? 

Mr. RoruscuiLp. Because the act says they shall be owned and 
operated under the United States flag by citizens of the United States. 

Mr. Preston. I do not follow that. That may be a correct state- 
ment. I do not challenge the accuracy of the statement, but whether 
it answers the question or not I am not too sure. They are chartering 
our vessels now, owned by the Government. 

Mr. Roruscui.p. Yes. 

Mr. Preston. Why replace those two vessels with vessels they 
are going to own and pay only 55 percent of the construction cost? 
Would it not be better for us to pay it all and charter them to them, 
as we are doing now? 

Mr. Roruscuitp. These ships have been chartered under competi- 
tive bid and the basic charter hire currently is $22,000 per month 
per ship. The charter party also provides that where the operator 
makes a profit in excess of 10 percent of his capital investment in 
the chartered operation, he shall pay to the Government 50 percent 
of all such excess profits. 

Mr. Preston. You mean that they have over the years paid a— 
percentage of the construction cost by way of charter fees? 

Mr. Roruscuiip. Yes, this company has paid as charter hire on 
these ships approximately $3.6 million since 1948. 
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RECONDITIONING AND BETTERMENT OF LIBERTY SHIPS 


Mr. Preston. Now, with reference to the Liberty ships, do you 
recall how many of those ships broke apart during the war? 

Mr. Roruscuitp. No, I do not. I think that we have the records 
on that. 

Mr. Stakem. Very few. I think that we could get the information. 
I could supply it for the record. 

Mr. Preston. Was it enough to give concern about the basic 
construction of the ship? 

Mr. Staxem. No, I do not think that it was. 

Mr. Roruscuiip. It was principally those ships built in one yard. 

Mr. Preston. I was just wondering if the longer bow would increase 
the likelihood of this happening again. 

Mr. Roruscuitp. We do not think this is a hazardous operation 
in any sense of the word. We feel rather it is a necessary operation 
to determine whether or not these ships have an adequate usefulness, 
or whether we should go on to some larger and newer and better 
program, and we do not think we will ever know the answer until 
we try it. 

Mr. Preston. It is really experimentation in four types of power. 

Mr. Roruscuitp. That is correct. 

Mr. Preston. And of course with the ship itself. 

Mr. Roruscuitp. With the ship itself. There is a emer! of 
adding a very large additional value to those 1,500 ships which we have. 


Mr. Preston. How long do you think it will be before we will be 
able to power our ships generally with atomic energy? 


Mr. Roruscuivp. I think it might be done right today if we could 
afford it. 

Mr. Preston. We are already in the field of submarines. 

Mr. Roruscuitp. Yes. 

Mr. Preston. But it is an expensive operation? 

Mr. Roruscuiyp. Indeed it is, sir. 

Mr. Preston. It seems to me that with the situation in southeast 
Asia what it is, that it is not untimely to be giving very serious con- 
sideration to our merchant marine strength. We may need these 
ships much sooner than we expect. I think the next 12 months will 
determine the course of our action and the course of our allies as to 
what is going to be the future of the Far East and southeast Asia. 


MARINER SHIPS 


Are the 32 Mariners that are left laid up? 

Mr. Roruscuitp. Some of them are laid up; some of them are 
operating for the Navy; some of them have not yet been delivered. 
One is being converted for the N avy and one has been lost. 

Mr. Bow. Who will operate these four experimental ships? 

Mr. Roruscuitp. We are asking authority to operate those four 
experimental ships because we want to keep very precise records on 
what they are able to do and the ordinary ship’s records would not 
furnish us with the information. 

Mr. Bow. They will not be chartered; they will be operated by the 
Maritime Administration? 

Mr. Roruscuiip. Right, sir. 


707 


Mr. Cievencer. If some of those old ships would not operate at 
10 knots, would fall to pieces in a quiet sea, would not 16 knots shake 
all of the rivets out of them? 

Mr. That is always a But the ships 
which were felt to have an inherent weakness have been strengthened. 
We do not feel that there is any hazard whatsoever in going ahead 
with this. Even if there were, we must find out because we are 
placing a terrific amount of our total dependence on these ships, and 
if they are no good in one respect or another, we best know it pretty 
soon. 


SHIP-MORTGAGE FORECLOSURE OR FORFEITURE CONTINGENCIES 


Mr. CLevenGcer. Just for the record, on the ship-mortgage fore- 
closure or forfeiture contingencies, the request is for $3 million, and 
pages 13, 14, and 15 of the justifications will be inserted at this point. 

(The pages referred to are as follows:) 


Surp-MortTGAGE ForRECLOSURE OR FORFEITURE CONTINGENCIES 
Request, $3 million. 


PURPOSE AND NEED FOR THE APPROPRIATION 


This proposed supplemental appropriation is to enable the Government to 
protect its interest in forfeiture or mortgage-foreclosure cases. The Department 
of Justice has already seized 37 ships for alleged violations of shipping laws. In 
addition, the Government holds mortgages on 719 vessels, totaling $270 million 
on which repossession may become necessary in the event of default. 

This appropriation would be available to cover a number of contingent expenses 
including (1) berthing, guarding, and maintaining vessels while in custody; and 
(2) United States marshals’ fees and foreclosure expenses; (3) certain operating 
expenses where operation of seized vessels is advantageous; and (4) lay-up expenses 
in event the Government retains possession. It is intended that maximum use 
will be made of nongovernmental funds, including receipts from vessel operations, 
before this appropriation is used. 

The urgent need for this appropriation arises from the recent out-of-court 
settlement of 1 case through which the Government acquired ownership of 19 
tankers. These vessels must be prepared for lay-up and placed in a reserve 
fleet within the next 60 days, and present appropriations make no provision for 
expenses of this nature. 

JUSTIFICATION 


Under the provisions of the Merchant Ship Sales Act of 1946, as amended, the 
Maritime Commission sold 1,956 vessels, of which 843 were sold for operation 
under United States registry and 1,113 for operation under foreign registry. Of 
the 843 sold for operation under United States flag, 366 were sold for cash and 477 
under mortgage. Of the 1,113 sold for operation under foreign registry 667 were 
sold for cash and 446 were sold under mortgage. On December 31, 1953, the 
Maritime Administration held mortgages on which the unpaid principal amounted 
to $153,326,644.24 on 345 United States-flag vessels sold under the Ship Sales 
Act and mortgages on which the unpaid principal amounted to $116,870,476.33 
on 374 foreign-flag vessels sold under the Merchant Ship Sales Act. 

The mortgages provide that in the event of default in payment of principal or 
interest the United States can take possession of the vessel, bring suit to foreclose 
the mortgage or take various other steps to protect the collateral securing the 
mortgage indebtedness, any of which would require the expenditure of funds for 
the payment of prior claims, liens, expense of sale, or other charges incidental 
thereto, or for the acquisition of such vessels upon foreclosure sale. Up to the 
present the Maritime Administration and its predecessor the Maritime Commis- 
sion has had to repossess only four vessels sold under the Merchant Ship Sales 
Act. At that time specific provision was contained in the General Appropria- 
tions Act, 1951 (Public Law 759, 8ist Cong.), which authorized the use of funds 
for the purpose of protecting the rights of the Government under the mortgages. 
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At the present time no funds appear te be available for that purpose. While the 
Administration hopes no situation will arise which calls for institution of forma! 
proceedings in order to exercise its mortgage rights, there are indications that some 
owners of mortgaged vessels may or will be unable to make the payments required 
by the mortgage and the Government should be in a position to protect the 
collateral securing the mortgage indebtedness. 

Some of the vessels under mortgage to the Government are also the subject of 
forfeiture suits filed by the Department of Justice in the district courts for alleged 
violation of the shipping laws which provide that for such violation the vessels 
shall be forfeited to the United States. There are also some vessels in forfeiture 
which are not subject to Government mortgage. 

To date, vessels thus seized have been operated pursuant to stipulation of the 
parties approved by the court and expenses of operation, maintenance, insurance, 
interest on mortgages, and so forth, were paid out of revenue. Due to market 
conditions a substantial number of the vessels have been laid up and to prevent 
the waste of assets, measures must be taken to insure, maintain, and preserve 
the vessels or to sell the same pursuant to court order if funds are not otherwise 
available to meet such expenses. The Maritime Administration has no funds 
available for the payment of prior claims, liens, expenses of sale, or other charges 
incidental thereto or to bid in or acquire such vessels in the event of sale pursuant 
to the order of the court in the forfeiture proceedings. In view of its overall 
responsibilities for the advancement and development of an American merchant 
marine, funds should be made available to the Maritime Administration to enable 
it to preserve, maintain, and protect such vessels during the pendency of litigation 
and to bid in or acquire such vessels upon sale pursuant to court order. Vessels 
thus acquired would be placed in the reserve fleet for purposes of national defense. 

The estimate is based on the assumption that approximately 40 dry cargo and 
tanker vessels will be subject to forfeiture or foreclosure proceedings. The esti- 
mate of funds required is based on an average cost of $75,000 per vessel. The 
cost to the Government for the vessels involved in these proceedings may be as 
much as $120,000 per vessel including $40,000 to $50,000 for expenses incident 
to forfeiture or foreclosure such as husbanding or agency fees, repair and mainte- 
nance during the period prior to sale and exrense of sale including advertisement 
and marshals’ fees. In those cases where the vessel is acquired by the Govern- 
ment, additional expenses would be incurred for preparation for lay-up and initial 
preservation in the reserve fleet including towage to the fleet site, $15,000; strip- 
ping, $20,000; gas-freeing tankers, $15,000; and initial lay-up and preservation, 
$20,000. While the total of all these expenses amounts to more than the estimate 
of $75,000 per vessel, there will be cases where upon sale of the vessel to private 
parties, the expenses incident to forfeiture or foreclosure would be paid out of 
the proceeds of sale and if incurred by the Government, would be reimbursed. 
However, there may also be cases where the Government must bid in or otherwise 
acquire the vessel in order to protect its financial interest, in which cases funds 
would be necessary to pay either the downpayment or deposit amounting to 
approximately 10 percent of the bid price as well as the balance of the price upon 
closing of title pursuant to order of the court. In a recent sale of a T—2 tanker 
under order of the court in forfeiture proceedings, the mortgagee bid in the vessel 
for $305,000. The last private sales of such tankers, of which there is information, 
were made at prices averaging $600,000. It is expected that there will be com- 
paratively few instances where the Government would be required to bid in or 
purchase the vessel. In most instances, the vessel is subject to Government 
mortgage and the Government’s bid would probably be limited to the amount 
up to or slightly higher than the mortage. In such cases, however, the expenses 
prior to and in connection with the sale and the expenses for preservation and 
jav-un, if the vessel is acquired by the Government, would have to be paid out of 
this fund. Other incidental expenses would include the cost of auditing the 
accounts of those operators who have been allowed to continue operation of the 
vessels pending outcome of litigation. These expenses, as well as expense of 
initial lay-up at the reserve fleet, would be reimbursable to the salaries and 
expenses appropriation since that appropriation made no provision for expenses 
of this nature. 


Mr. Cievencer. Have you ever had an appropriation of this item 
previously? 

Mr. RoruscHivp. Yes. 

Mr. CLevencErR. The committee will stand adjourned until tomor- 
row morning at 10 o’clock. 
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TuHurspay, JuNE 17, 1954. 
FreprraL Arp to AIRPORTS 


WITNESS 


FRANCIS A. BOLTON, SUPERINTENDENT OF AIRPORT, COLUMBUS, 
OHIO 


Mr. CLEeveNGER. The committee will come to order. 

We will hear from Mr. F. A. Bolton, superintendent of airports at 
Columbus, Ohio. 

Mr. Botton. Followi ing World War II, the officials of the city of 
Columbus, Ohio, determined that it was necessary to proceed with 
the orderly development of the Columbus Municipal Airport known 
as Port Columbus. Following exhaustive engineering studies, a mas- 
ter plan was developed which provided for lengthening of runways, 
acquisition of property, construction of ramps, and the erection of a 
new terminal building in a safe location. The original terminal build- 
ing was located immediately adjacent to the main line of the Pennsyl- 
vania Railroad to provide for transcontinental rail and air service. 
This accounts for the fact that the present terminal building is located 
near the end of the northwest/southeast runway. 

The adoption of the Federal Airport Act in 1946 provided for 50—50 
matching funds with the Federal Government for the orderly develop- 
ment of our Nation’s airports. On April 10, 1950, the voters of the 
city of Columbus were asked to approve a bond issue in the amount of 
$3,388,100 to serve as matching funds for the development of the air- 
port as dictated by the master plan. The bond issue was aproved by 
a 69.9 percent vote of the electors. Immediately, application was 
made to the Federal Government to obtain the necessary matching 
funds to develop this much-needed facility. To date, the city of 
Coens has obtained only $600,000 to complete this much-needed 
work. 

The improvements originally proposed in 1950 are more urgently 
needed every day. The city of Columbus feels that the Federal 
Government has a moral obligation to make available the necessary 
matching funds as soon as practicable. The enactment of the original 
Federal airport aid program was the basis on which the people of 
Columbus were asked to approve the airport bond issue. 

Too often, this program has been referred to as an out-and-out gift. 
Actually, through the sponsor’s agreement, the Federal Government 
is accorded free use of more than 20 percent of the existing terminal 
facilities. In addition, military aircraft are accorded free use of the 
airport facility for landings and take-offs, as long as they do not exceed 
“substantial use.”” For the information of the committee, the United 
States Air Force made 17,838 free landings and take-offs at Port 
Columbus during the year 1953. There is no doubt but what this 
traffic will increase with the delivery of more and more aircraft to 
the Air Force. The United States Navy aircraft utilizing the airport 
reimbursed the city of Columbus for their use, since they have a large 
naval air station established on the airport. One other factor to 
consider is the fact that the Federal-aid program is the only method 
by which communities within a 40-mile radius can shoulder their fair 
share of this interstate commerce of handling passengers, mail, freight, 
and express. 
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The Federal Government has a great stake in the continued develop- 
ment of Port Columbus, since it oo presently invested $4 million in 
a naval air station, $80 million in an aircraft-manufacturing plant, 
and has one of the largest Army depots in the world located immedi- 
ately adjacent to the airport. The Army depot has made continued 
use of the facilities at Port Columbus through airlifts of supplies to 
Korea and other critical areas. It is necessary that the city of Co- 
lumbus proceed with this much-needed expansion program not only 
to protect its investment, but also that of the Federal Government. 

he Federal Government should take immediate steps to provide 
the necessary funds in order that this facility may best serve the mili- 
tary and civilian requirements. The city of Columbus stands ready 
to immediately match Federal funds in order that we may jointly 
proceed. 

The city of Columbus deeply appreciates the time accorded me by 
the Trespass in order that you might better understand our mutual 
problem. 

I have brought with me a master plan which calls for the develop- 
ment of the airport. We have proceeded to build the 8,000-foot 
runway, which is located at this point [indicating]. You can see from 
the picture that the construction has been made. 

CLEvEeNGER. Has the military contributed any money to this 
effort! 

Mr. Botron. A year ago, through the United States Navy, they 
paid for a 1,500-foot lengthening of the runway. The problem was 
that the runway was actually 4,500 feet long, so the city of Columbus 
built it up to 6,500, and the last 1,500 feet was paid for by the United 
States Navy. The Air Force paid nothing at all to land or take-off 
at that airport. 

Mr. CLevencer. And have contributed nothing at all to the field? 

Mr. Botron. That is correct. 

Mr. CLevencer. Have you succeeded in moving that control tower 
out of the way? 

Mr. Boron. No, sir. 

This is the center section of our new building coe gy This is 
all that we could get matching funds for to proceed with. This termi- 
nal building is located right at the end of the runway. The proposed 
location is right here [indicating]. The road has been built there. 
The 10 floors of that building will be occupied by Federal Govern- 
ment offices. 

Mr. CievenGcer. Do the people think that the Air Force and the 
Defense Establishment should contribute? Have you made any 
representation to them? More than half your business there is mili- 
tary, is it not? 

Mr. Botton. I would say that that is correct. 

Mr. CLevencer. Has it ever occurred to you to make any repre- 
sentation to the Department of Defense? 

Mr. Botton. We have a standing agreement with the United States 
Navy at this time for their use of the field. 

Mr. CLevencer. They are not the major user, are they? v 

Mr. Botron. Yes. The Air Force, under your Federal aid pro- 
gram, is accorded free use. Once you have made a grant to us to p 
ahead and proceed with our work, that allows the Air Force to use the 
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facilities at no cost. We feel we have a situation where we want to 
go ahead and complete our airport. We voted our bonds. 

Mr. CLevencer. How much? 

Mr. Botton. Originally, $3,388,000. We have utilized about $1 
million of that money. We have proceeded and bought property on 
the basis that it is reimbursable for the life of the act. At this time 
the outstanding obligation of the CAA, if they have the money to 
take care of their obligation, is $500,000 for just property alone. 

Mr. Bow. Mr. Bolton, how much do you anticipate it will cost to 
complete your project in Columbus? 

Mr. Botron. The total project was $4,925,000, and the center sec- 
tion of the terminal building is under contract, which is about a 
$500,000 structure. So the rest of our project would be in the neigh- 
borhood of $4,200,000. 

Mr. CLevencer. Columbus has really had a major share of Ohio’s 
CAA money in the last couple of years. 

Mr. Bourton. A fair share. 

Mr. CLevenGer. A major share. 

Mr. Boron. I am not in a position to answer the question, but 
I know that we have been treated fairly. We develop a whole 
terminal area and go ahead with the idea we can build it and then we 
find it is costing both the Federal Government and ourselves a lot 
more money to build it piecemeal. 

Mr. CLevenGcer. After all, you found something faulty in your 
original outlay and had to make some relocations. If it had been 
done at once your project would have been nailed down. 

Mr. Boiron. That was 25 years ago. We located the terminal 
building where it was best accessible to the railroads, and that was the 
thinking at that time. There have been a lot of changes in aviation, 

The Civil Aeronautics Administration people and the Commerce 
Department people did encourage us to proceed with an orderly 
development. We feel we voted our share of the money to go ahead 
with this project. We feel we are left out on a limb. 

Mr. CLtevenceR. Do you know what Toledo has invested in its 
new airport? 

Mr. Botron. I do not know. 

Mr. Cievencer. It is all Toledo money, is it not? 

Mr. Boron. I cannot answer that. 

Mr. CLeveneer. | do not think there has been any CAA money. 

Mr. Bow. There is some anticipated for Toledo in 1955. 

Mr. Cievencer. Very little. I think it is due for completion about 
the Ist of September. | think up to now it has all been Toledo money. 

Mr. Botton. It might be interesting to the chairman to know 
when the building is completed we cannot use it because there are no 

ower facilities. We still have to relocate the power supply, so that 
uilding still is not usable. 

Mr. Cievencer. You will have to bring the power in through 
conduits. 

Mr. Bouron. Yes. 

Mr. Bow. The suggestion has been made here about the location 
of your terminal building. I recall when I was assistant attorney 
general in Columbus there was the train-plane program that was 
established. As I recall, they would take a train out of New York 
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at night, get off at Fort Columbus in the morning, get on a plane and 
go to New Mexico and then get on a train and go into California 
the next day, and that was a great d2velopment in airlines at that time. 
But your situation bas changed entirely since then. 

Mr. Botton. Yes. 

Mr. Bow. Since the issuance of your bonds, can you tell us bow 
much interest has been paid by the city of Columbus on the bond issue? 

Mr. Botron. I do not have the figure with me. 

Mr. Bow. Since the passage of the bond issue? 

Mr. Bouron. Which was April 10, 1950. 

Mr. Bow. You have been paying interest on your bonds? 

Mr. Botron. Interest on all of it since a year ago. 

Mr. Bow. The bonds were issued in anticipation of contributions 
by the Federal Government under the authority of the Congress of 
the United States? 

Mr. Bouron. Yes. 

Mr. Bow. I might say to you, Mr. Bolton, this whole situation at 
Port Columbus is certainly not new to me, and I will assure you that 
your Congressman, John Vorys, has constantly been bringing the 
matter to the attention of the members of this committee. Faletee 
in touch with it from day today. He has certainly been representing 
you well on this question. I fs not believe that I need to ask any 
more questions. 

Mr. Preston. He has been vitally interested in this project. 

Mr. Cievencer. He was State director of aeronautics. 

Mr. Bow. I believe that is right. 

Mr. Preston. I know not only Mr. Vorys, who is most active in 
support of this proposition in order that the city of Columbus might 
complete its airport program, but also Mr. Polk has a very serious 
problem, comparable to yours. Bonds have been issued. 

Mr. Bourton. I would like to point out, if I may, if the amount 
asked was $22 million; on the basis of the estimate I computed it to 
mean about $400,000 for the State of Ohio, and there is somewhere 
in the neighborhood of $12 million of matching funds available around 
the State—Cleveland, Cincinnati, Columbus, and so forth, so you can 
see it is not very much of a program. As I said before, it will cost us 
more money to do these piecemeal developments. 

Mr. CLEVENGER. Remember there are 3,000 counties in the United 
States and 531 Congressmen that nearly all have projects. We all 
know that when you add it together it is quite a sum. 

Mr. Botton. You might be interested to know that the Air Force 
spends more than $20 milion on one airport. 

Mr. CLevencer. And it occurs to me if they are using yours you 
ove to be getting some money out of the military and they spend 
it differently than we. . 

Mr. Boutron. Under the Federal-Aid Airport Act you people give 
them the right to use those things all free. We took matching funds 
from you. We cannot force the Government to take care of its 
obligations, but we are stuck with a grant agreement that says, “You 
get free use.” It is a one-way street this time. 

Mr. Preston. I am in npg geod with your problem. 

Mr. Botton. Thank you. I appreciate very much being heard. 
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Feperat Arrport Arp PrRoGRAM 


WITNESS 


MELVIN H. NUSS, AMERICAN ASSOCIATION OF AIRPORT EXECU- 
TIVES 


Mr. Cievencer. We will now hear from Mr. Melvin H. Nuss, 
representing the American Association of Airport Executives. 

Mr. Nuss. The American Association of Airport Executives, 
founded in 1929, is an organization comprised of the management 
personnel of hundreds of airports throughout the United States as 
well as territories outside the continental limits of the United States. 
We have no paid personnel and, as a result, all of the officers and 
directors of our association are actually airport managers. 

Our association has consistently gone on record favoring Federal 
appropriations to assist in the development of the airports of our 
country. 

In the fiscal year 1953, Congress appropriated some $11 million to 
be used for airport improvements. This amount was, for all intents 
and purposes, ineffectual, since State allotments completely failed 
to meet funds available in various municipalities. The reason I say 
the amount was ineffectual is that there are more than $12 million 
worth of sponsors’ funds available in the State of Ohio alone. 

As you will remember, no funds were made available during the 
fiscal year 1954 and even if funds were made available by Congress 
on July 1, 1954, you can readily see that the airport industry has, for 
all intents and purposes, lost three complete construction seasons. 

Municipalities throughout the country feel that the Federal Gov- 
ernment bbe broken faith with them since they felt establishment 
of the Federal Airport Act in 1946 established a policy under which 
the Federal Government would join hand in hand with the cities to 
develop these much-needed facilities. As a result of the requirements 
of the act, the municipalities, before requesting a grant agreement, 
had to show that their funds were available before a grant could be 
made. Many bond issues were passed on the basis of matching funds 
with the Federal Government to develop their airports. Today we 
find that the municipalities have either half-completed facilities or 
are paying interest on bonds they cannot utilize. Some of these 
communities have taken themselves up to their bonded limitation 
and have urgent need for moneys for water lines, sewer lines, and so 
oo and yet find themselves paying interest on bonds they cannot 
utilize. 

The Federal Government certainly has plenty of justification to 
appropriate funds for the development of airports in the United States. 

ost all of the airports in the country are available for the military 
at no cost to the Federal Government unless they exceed substantial 
use. Both the United States Air Force and the United States Navy 
are on record that civil aviation and civil airports are highly essential 
to our national defense. Certainly our economy cannot afford two 
systems of airports—one military and one civil. ‘The Federal Govern- 
ment, if funds are made available, is actually developing national 
defense needs for 50 cents on the dollar. It has certainly been obvious 
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to all of us in the airport management business that, on the event of 
the Korean conflict, the utilization of our facilities by the military 
increased tremendously. 

Aside from the national defense requirements, let us examine the 
economic factors. There are more than 10,000 corporation aircraft 
being utilized in this country with another 7,500 being used part-time 
for business and part-time for pleasure. Business aircraft are nor- 
mally purchased because the scheduled airlines cannot meet their 
specific needs. It is certainly obvious that this growing interstate 
type of air travel must have the facilities to meet its needs. We feel 
that the scheduled airlines and the corporate aircraft fleet being 
interstate in nature require that the Federal Government assist the 
municipalities in development of their airports. Since one airport 
will serve an area of up to 200 miles in radius, Federal Aid is the only 
method by which the specific municipality can have the opportunity 
of letting outside municipalities and areas assist in the cost of owning 
and operating an airport. Airports are not revenue-producing facili- 
ties. Theere may be a limited few that are recovering all their costs, 
but this is very much the exception to the rule. 

We respectfully request Congress to take the necessary action to 
provide adequate matching funds in order that we may proceed to- 
gether to develop our airports in an orderly fashion. Today we find 
municipalities all the way from confused to disgusted with the manner 
in which funds have not been available for this very necessary develop- 
ment. Local governments feel that the Federal Government has 
actually abrogated an agreement with them which has caused the 
Saeeet ees of airports in this country to come to almost a complete 

alt. 

In considering this appropriation, another matter should be in- 
vestigated. The airport section of the Civil Aeronautics Adminis- 
tration has been reduced to a point that it is a mere skeleton of its 
former self. I understand that even further cuts are contemplated 
as of July 1, 1954; which would mean that if moneys were appro- 
priated by Congress to meet the cities’ needs, we would have a situation 
in which moneys are available but no one would be available to ad- 
minister the funds. We respectfully request that you investigate this 
situation in order that you fully understand the impact this could 
create. 

In closing, I would like to quote from the President’s Airport Com- 
mission (known as the Doolittle report). ‘‘A firm decision should now 
be made as a matter of national policy to continue the Federal-aid 
airport program at a sufficient level to match local funds * * * 
national interest requires that airport improvements not be delayed.” 
We believe that recommendation to be a sound one. 

We appreciate deeply the kindness of the committee for allowing 
us the opportunity to bring this important subject to your attention. 

Mr. CiLevenGER. Does that complete your statement? 

Mr. Nuss. I would like to say this: I suppose that Senate Docu- 
ment No. 95, the national airport program, has come to your atten- 
tion. It so happens that Mr. Bolton and Mr. McMullen and myself 
are members of that committee which was set up by the Department 


of Commerce. We are rather proud of the work that we did here. 
It took us 6 months to gather this information and put it together. 
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That report, as well as the Doolittle report of several years ago, 
recommends the program and that the Federal Government continue 
its aid, or increase its aid to municipalities. 

As you are well aware, the State of Pennsylvania alone, our own 
State, matches the dollars that the municipalities put up. There 
are millions of dollars right in the State of Pennsylvania ready to 
match Federal funds. 

Mr. Bow. Mr. Nuss, air transportation has in the last 25 years 
actually come of age, do you not feel that way” 

Mr. Nuss. That is for sure. 

Mr. Bow. We find today about 96 to 98 percent of all air transporta- 
tion in this country being operated without subsidies; is that correct? 

Mr. Nuss. That is correct. 

Mr. Bow. Now, I believe that all the members of this committee 
have often wondered how long, in the opinion of those of you who are 
connected with the industry, it is contemplated that the Federal 
Government should continue to contribute to tle creation and build- 
ing of airports. Can you give us any idea on that? 

r. Nuss. My own thinking in the matter is, I would say we need 
your assistance for another 5 years or possibly longer. I am thinking 
now particularly of the communities such as the city of Reading with 
a population of 110,000 people within the confines of the city, and yet 
in our county we have 275,000 people. Our territory of service at our 
airport covers a radius of approximately 25 miles; that is, service to 
upper Montgomery County, eastern Tiiaioh County, and lower 


Schuylkill County, and while the city of Reading is the sponsor and 
has put up all the sponsor’s funds, we do not even get any funds from 


the county. Wenaturally do not get any from the adjoining counties. 

Therefore, in the interest of interstate commerce, we need this 
assistance from the Government for a few more years. 

Again citing Reading, we have a good airport as far as the field is 
concerned. We do need to bring ii up to date to handle the current 
traffic and the increase of traffic that we will have. 

Mr. Bow. Do you not feel that the statement which you have just 
made gives some credence to the fact that perhaps State laws should 
be amended so that surrounding territories such as these counties 
and cities who are receiving benefits from the airport should be con- 
tributing rather than perhaps the taxpayers of the country, in many 
areas where they get no benefit from your airport, or any other 
airport? 

Mr. Nuss. I suppose that it would be rather difficult to amend 
State laws to provide for our neighboring counties and cities to con- 
tribute to a project that is considered a Reading project. It would be 
fine if it could be done. 

Mr. Bow. That is one of the difficulties that we have here, the 
number of people throughout the country who get no benefit from 
your airport, or in fact from other airports throughout the country, 
who think their tax dollars are going to build up a particular project 
in _— community. That is one of the problems this committee has 
to face. 

We have the further problem that is presented to us many times 
on the question that we do not provide railroad stations, we do not 
provide the safety equipment for the railroads, or operate their block 
signals for them, and now that the air transportation industry is grow- 
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ing up and practically has reached its maturity, it seems to me it 
becomes the problem of you people who are interested in the industry 
to not only be working on how to get this money from the Federal 
Government, but how you are going to become self-supporting and 
self-sustaining through user charges, or in some manner, so that you 
will not be coming constantly before this committee, or the Federal 
Government asking for money to continue these services to an 
industry. 

I, for one, am in favor of the development of the industry as best 
we can, but we also have to consider the question of the American 
taxpayer and balancing the budget. 

I would like to go to one other thing not in your testimony. To 
what extent has your field, your fliers and others you know of as an 
official of this association, bese affected by the discontinuance of 
INSAC, the international aeronautical communication stations? 

Mr. Nuss. I am not in a position to answer that question. May I 
make a comment on your statement? 

Talking about the American taxpayer and being one myself, let me 
say this: Is there anyone in the United States anywhere, or in the 
world today, that does not have some degree of benefit from air 
transportation? 

Mr. Bow. I think that you are quite right about that. I think it is 
also true that there is no one in the United States today, or in the 
pe today, that does not also benefit by the operation of the rail- 
roads. 

Mr. Nuss. I was going to make that point. I think that is true of 
every form of transportation. From what study I have made of it, 
we have all benefited, possibly not directly, but indirectly. 

On the question of our association and the members of our associa- 
tion working to make this industry self-supporting, I can assure you 
we are all doing that back home. | wish we did not have to come here. 
I believe it is traditionally Pennsylvania Dutch that we do not have our 
hands out more than we have to. 

Thank you very much. 


Tuurspay, JUNE 17, 1954, 


Feprerat Arp to PROGRAM 
WITNESS 


A. B. McMULLEN, EXECUTIVE SECRETARY OF THE NATIONAL 
ASSOCIATION OF STATE AVIATION OFFICIALS 


Mr. Cievencer. We will now hear from Mr. A. B. McMullen, 
poet secretary of the National Association of State Aviation 

cers. 

Mr. McMutten. Mr. Chairman and members, my name is A. B. 
McMullen. I am the executive secretary of the National Association 
of State Aviation Officials. I wish to express the association’s ap- 
preciation for the opportunity to present the views of the officers and 
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members with respect to House Document 428. My remarks will be 
limited to that section of the bill proposing an appropriation of $22 
million to reinstate the Federal aid airport program. 

The members of NASAO, individually and as an association, took 
a major part in sponsoring and promoting adoption of the Federal 
Airport Act in 1946, and they have been closely associated with the 
administration and execution of the program authorized by this act 
since its adoption. 

Based on many years of active experience in aviation and airport 
development, the members of NASAO have reached the conclusion 
that in order to provide an adequate system of airports for all types of 
civil and military aviation, a well-planned, closely coordinated and 
continuing airport development program is required. 

In carrying out this necessary airport development program, the 
Federal Government, the individual State governments, the local 
communities, and private industry should each bear their propor- 
tionate share of the cost. We believe that the United States share 
of 50 percent of allowable project costs for those airports included in 
the national airport plan and program is reasonable and just. 

Following the passage of the Federal Airport Act by the 79th Con- 
gress in 1946, the various States, counties, municipalities, and airport 
authorities throughout the United States and Territories began to de- 
velop their airport improvement programs on the assumption that 
within the standards established by CAA and the annual appropria- 
tions made available by Congress, Federal assistance would be avail- 
able to meet approved project costs. 

Many have made substantial financial commitments in order to 
effectively meet their share of the overall project costs. For example— 
in the State of Illinois, 7 cities and towns have expended approximately 
$4,800,000 for the purchase of land and engineering costs, upon the 
expectation that the Federal Government would contribute 50 percent 
of these costs. 

Following is a list of the cities referred to and the amounts expended 
by each, together with the amounts that were expected would be 
contributed by the Federal Government. 


| Costs in- Proposed 
Municipality Classification curred by | Federal par- 
| sponsors ticipation 


Moline-Rock Island 

Peoria 
Marshall County (Lacon) 
Taylorville y | 20, 000 

Chicago (O’ Hare) | 1, 757, 350 
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In Kentucky, 10 communities have expended $730,000 for land 
alone, of which it was anticipated $359,663 would be reimbursed by 
the Federal Government. 


Eligible for 
Location Federal par- 
ticipation 


Many construction projects had reached the grant agreement stage 
in the administrative processes under which the Federal-aid airport 
program is administered when the program was suddenly and arbitrar- 
ily suspended over a year ago. 

The sponsors of many of these projects are now placed in a most 
difficult and embarrassing position with respect to their constituents, 
the loca: taxpayers, in that they have made expenditures, floated bond 
issues upon which amortization and interest payments must be met, 
or committed the community to a future indebtedness which may not 
result in providing the airport facilities which were expected to be 
obtained from these funds unless the Federal Government carries out 
the partnership undertaking in which the States and municipalities, 
in good faith, entered into with the Government. 

‘ollowing are two paragraphs from a letter received several days 

o from the director of the Montana Aeronautics Commission which 
illustrates a typical case. 

I would like to cite the case of the Municipal Airport at Billings, Mont., in which 
a bond issue was floated by the city to provide matching funds in the amount of 
$450,000 for the construction of a runway which will meet the minimum require- 
ments for Northwest Airlines and aircraft which that airline and other airlines are 
contemplating in operations over the area in the immediate future. 

This pe se has been delayed due to the lack of Federal funds. This situation 
occurred after the city had passed a bond issue to provide funds for the project, 
which must be expended within a limited time or these funds will not be available. 
Further delay will also limit and retard airline service to and from Billings, which 
is now vitally needed due to the increased business stimulated by oil-land develop- 
ments in Montana. 

It normally takes from 1 to 2 years to arrange for the financing of 
major airport construction projects, either initially or for major 
expansion or improvement at a civil airport, in addition to the time 
required for the preparation of plans and subsequent construction. 
Consequently, the overall timelag between the initiation of the first 
effort and the actual completion of the project normally ranges from 
3 to 4 years. It is, therefore, extremely important, and, in fact, 
essential that the States and municipalities be able to depend upon 
the integrity of their partner, the Federal Government, in the prosecu- 
tion of a ——_ of airport development which must be, by its very 
nature, a long-range activity. 
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There is included in the report of the airport panel of the Trans- 
portation Council of the Department of Commerce (S. Doc. 95, p. 36), 
a table showing the State funds which have been made available for 
airport development in 26 States and the Territory of Alaska, in 
comparison with those expended by the Federal Government under 
the Federal-aid airport program in these same States and Territories. 
These amounts are—State funds, $128,298,078; compared with Fed- 
eral funds obligated as of June 30, 1953, $99,441,856. 

The above-mentioned State funds do not include those contributed 
by political subdivisions of the States, such as counties, municipalities, 
pie » airport authorities, which, of course, have expended a consider- 
ably larger amount than the Federal Government or the individual 
States. 

Department of Commerce officials are now recommending that 
Federal airport aid be limited to certain classes of airports. The 
NASAO strongly believes that Federal aid should not be limited to 
any class or type of airports. This same opinion was reached by a 
special airport panel appointed by the Under Secretary of Commerce 
during 1953 which made a lengthy and extensive investigation of the 
past administration, results, and future requirements for a Federal- 
aid airport program. 

A very sina percentage of the funds appropriated to implement 
the Federal Airport Act have been expended on small airports. 
Although there are approximately 5,000 small airports in the United 
States, only about 1 in every 10 have been meluded in the Federal- 
aid airport program. Recent CAA records indicate that only 7% per- 
cent of the total funds appropriated have been expended on airports 
with runways less than 3,500 feet in length. 

Following is a table indicating the number of airports by classes 
that have been developed or improved with Federal aid under the air- 
port program, and the approximate amount of funds expended on the 
various classes by groups. 


Number 
ofair- | Federal funds 


| Length of | 
| runways ports | 


f 0-2, 499 | 234 | $3, 660, 461 
---;2, 500-3, 499 257 10, 722, 916 


491 | 114, 383,377 
| 26, 688, 262 

76 | 35, 887,745 

53 | 73, 503, 704 

673 | 177, 881,051 

17 150, 335 

2 192, 414, 763 


1, 181 


Putting it another way, according to CAA records, only 13 percent 
of the Federal-aid funds have been expended on airports in continental 
United States not regularly used by scheduled air carriers. Following 
is a table showing the number of airports and amounts of funds 
expended to serve these two classes of users. 

46868—54—pt. 2——46 


d 
, 
1744 percent. 
2 100 percent. 


Airports Federal funds 


Number | Percent Amount Percent 


652 57 | $24, 059, 134 13 


NASAO has recently completed a nationwide survey to determine 
the minimum amount of Federal funds that would be necessary to 
match available sponsors’ contributions and to continue a well planned, 
efficient, and orderly airport development program. 

Based on the reports received to date, it is estimated that a mini- 
mum of $50 million Federal funds should be made available during 
fiseal 1955. 

The national economy, the national defense, and the health, safety, 
and welfare of the citizens of the United States depend to an ever 
increasing extent upon transportation by air. The ability of the 
airplane to serve the general public will vary in direct proportion to 
the number and adequacy of airports strategically located throughout 
the United States and its possessions. 

Therefore, NASAO respectfully recommends that your committee 
and the Congress favorably consider the budget request that has been 
submitted for reinstitution of the Federal aid airport program and 
that an amount of sufficient size to effectively and efficiently carry 
forward the program be appropriated. 

We do not consider that $22 million is sufficient. 

Mr. CLevencer. Can you tell us of one community airport of 
around 100,000 people that is making money, that has a going opera- 
tion, even with the aid that we give them for signals and control 
towers and all the rest, and the sh tht figures? 

Mr. McMutten. No, sir; I cannot. 

Mr. CLevencer, We have a lot of little towns that are feeling their 
oats, but the fever is going down. As a matter of fact, many towns 
much larger than that cannot make their airfields pay. 

Mr. McMoutten. That is right. 

Mr. Cievencer. Yet, under good management some do a lot 
better than others. 

Mr. McMutten. That is right. 

Mr. CLevencer. Moline, Ill., is perhaps one of the outstanding 
cases where a field was built pretty much with local capital. We 
have to recognize the fact this enthusiasm is what makes America 
great and makes it just what it is, and sometimes it runs away. 

Mr. McMutten. It is not entirely enthusiasm. You must remem- 
ber that it takes a given sized airport to accommodate different size 
aircraft. Whether the airplanes land in Chicago or Moline, the pro- 
gram should not be limited to the major airports. You should recog- 
nize the fact that as aviation progresses and the passenger load and 
the freight and mail load becomes greater, the trunk lines buy bigger 
and faster airplanes. 

Mr. Cievencer. Everyone wants to ride on those, I notice. 

Mr. McMutten. The airplanes that the trunk lines abandon 
to the feeder lines tomorrow. Those small airports then have to Ge 
built to the same size and facilities as those in the larger towns. 
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Mr. CLevencer. The fact of the matter is there is not a passenger 
load to take those big planes to a lot of these fields. I live in a city 
of 300,000 and a county of 400,000 that does not have too much 
margin to operate an airport on. 

Mr. McMvutuxrn. We did not have a great many automobiles in 
Ohio when we started the road program. 

Mr.’ CLevencer. That is not a comparable program. 

Mr. McMutten. I am sure that the Department officials discussed 
the criteria they expect to use to govern their allotment of Federal 
funds. The State officials vigorously oppose the criteria, as I 
understand. 

Mr. CLEVENGER. Now, we got rid of one of these things last year, 
the inland barges. With roads and airfields and the maritime sub- 
sidies and all that, you get a little different perspective here, and I 
can tell you if you want the most thankless job in the world just get 
to be the chairman of a committee like this. 

Mr. McMutuen. You have my sympathy. 

Mr. Cievencer. We thank you for your appearance. 


Tuurspay, JuNE 17, 1954. 
FreprerRAL Arp To Arreort PROGRAM 


WITNESS 


R. H. HAMILTON, DIRECTOR OF THE WASHINGTON OFFICE OF 
THE AMERICAN MUNICIPAL ASSOCIATION 


Mr. CLevencer. We will now hear from Mr. R. H. Hamilton, of 
the American Municipal Association. 

Mr. Hamitron. I am R. H. Hamilton, director of the Washington 
office of the American Municipal Association, which is an association 
representing 12,000 municipalities. 

Mr. CLevenGer. Do you have a statement? 

Mr. Hamitron. I do not. I recognize the necessity for the preser- 
vation of time, and I will for that reason keep my remarks brief. 

I will say this: Cities own and operate the major airports of the 
Nation. They were the chief sponsors of the Federal Aid Airport 
Act, which President Eisenhower’s request of this committee for $22 
million seeks to reactivate. Every impartial study committee that 
has investigated this subject has come to the same conclusion; namely, 
airports are in the national interest, in the first place, and in the second 
place, because of their nature, they are not capable of being financed 
by local governments alone and they must have Federal aid. 

As to the specific amount of the appropriation, the American Mu- 
nicipal Association supports the request for $22 million but we re- 
spectfully point out that it is at least one-third short of meeting any 
minimum goal. We say that for this reason: Last year the administra- 
tion in its Wisdom decided to cancel the Federal-aid airport program. 
You are very familiar with that. That means that the municipalities 
of this Nation in the development of a national system of airports lost 
a full year. We have, because of the peculiar nature of the budget 
process, even if this appropriation were to pass the Congress tomorrow, 
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lost another full year because of the necessity for submitting grants, 
applications for grants, and so forth. 

r. CLEVENGER. You understand the Secretary of Commerce made 
no —— in the original budget to this committee for this money, do 
you not 

Mr. Hamixton. I recognize that. If I am not mistaken, at the time 
the original request was submitted, two factors prevented the sub- 
mission of the request. One, the final work of President Eisenhower’s 
Study Committee, the National Airport Advisory Council group 

Mr. Cievencer. | will say of all the study groups and their 
reports to date, including the Census, and the one relating to the 
reciprocal trade agreements and all of that, they have all provided 
for a tremendous enlargement over even the extravagancies that have 
preceded it. I presume this is in the same line. I have not seen the 
report. 

Mr. Hamitron. When you say it is in the same line, the report 
stated, as a matter of fact, that there was a Federal interest in the 
development of a national system of airports. 

Mr. CLevencer. Certainly, there is a Federal interest in the devel- 
opment of everything in the United States. That statement of yours 
is like the question of, ““‘When are you going to stop beating your wife?”’ 

Mr. Hamitron. I will point out the second factor in the 
report. It was a matter of fact local government cannot support 
airports from among their own financial resources. This is a-matter 
which has been consistently proven by every study committee of any 
administration, on any level of government. The fact of the matter 
is there are even in the United States today some municipalities, some 


in your State, Mr. Clevenger, that have floated bond issues in antici- 
pation of Federal-aid funds. 

Mr. CLevencer. And yet we have a city just building a brand-new 
airport without any anticipation—— 


TOLEDO AIRPORT 


Mr. Haminron. May I speak a moment to the Toledo Airport? 

Mr. Cievencer. They built it once and rebuilt it, the one that 
they are abandoning. 

Mr. Hamitron. May I point out that there are two factors in the 
Toledo Airport which are not generally known. In the first place, 
the Toledo Airport cannot work out unless the Federal Government 
releases the city of Toledo from its sponsor obligations of its previous 
contracts. 

Mr. CLevencer. From the old airport. 

Mr. Hamiuron. Then when they move into the new airport the 
nub of the matter is the Federal Government says, ‘‘We do not care,” 
but the thing the Federal Government is concerned about, when they 
move into the new airport, it cannot pay out unless the Federal Gov- 
ernment pays rent for the free space that it occupied. Now, if the 
Federal Government in that particular airport insists upon free space 
as it has the right to do under the sponsor agreement with the ol 
airports, then Toledo goes broke. 

Now, a second factor, I think that is important to point out to you, 
sir, if I may, is the specifications on that airport have been changed 
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twice, to my knowledge, since the original plans were approved. The 
runways were shortened 500 feet. This, to any student of aviation 
in the United States is nonsensical because our runway must be ex- 
tended rather than shortened. 

However, they did not have sufficient local resources to build the 
runways to those specifications. A second major change in specifica- 
tions which was made at that particular airport was to take the con- 
crete out from in front of the terminal building and replace it with 
asphalt, which is all very well until you get a very heavy loaded air- 
plane on that airport ramp in front of the terminal building on a nice 
hot day in July, and then we have a situation where there is a possibil- 
ity of that aircraft tipping over into the soft asphalt, as you sometimes 
ve with your automobile when you park downtown on a hot July 


gy (oP a third factor interesting to point out 

Mr. CievenGer. Let us not argue so long about Toledo. The 
clock ticks. 

Mr. Hamitron. I think it is a case in point if you will let me make 
my final point. 

The city of Toledo within the past 10 days has had the council 
authorize the flotation of an additional bond issue of some $325,000. 

Mr. CLevencerR. At least they are doing it locally. 

Mr. Hamitron. Well, the question is whether or not they are 
building an adequate airport. 

Mr. CLevenceEr. I do not know about that. I did not draw the 
specifications. 

Mr. Hamitron. From what I understand from those familiar with 
the technical details of airport construction, they are not building an 
adequate airport because they do not have the local financial resources 
to do so. 

Mr. Cievencer. How much will it cost? 

Mr. Hamitron. To date the city has put something like $2,500,000 
into that airport, and with the additional $325,000, which was author- 
ized by the council, it is my understanding that the airport will cost 
somewhere in the neighborhood of $2,800,000. The thing will not 
pay out, as I say, using that us a case in point. It will simply not 
pay out unless the Federal Government agrees to give up its free 
space. 

P When I said there is a Federal interest in airports, may I point out 
to you, sir, that in every international airport in the United States 
of ‘America the municipality supplies free of charge to the Federal 
Government space for customs stations, immigration stations, public 
health stations, and most airports have post offices on them which 
are supplied free of charge. 

Under the sponsor’s agreements, the Federal Government is given 
free of charge space for weather stations, Coast and Geodetic Survey 
stations. 

Mr. Cievencer. Do you think that is free when the Government 
furnished this whole civil aeronautics with weather information? 

Mr. Hamitton. My point is, that is a quid pro quo, that the Fed- 
eral Government contributes to the construction of airports, and it 
should have that space for free. 

Mr. Cievencer. If the facilities were available, I would agree. 
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Mr. Hamitron And if it does not, I ask the question: Should it 
have the space for free? This is particularly true when the municipal- 
ities pay that airport out in terms of bonding and financing. 

May I close simply by saying that I am not here pleading for a 
special interest? L am here representing the considered, mature 
experience, wisdom and judgment of some 12,000 mayors, including 
400 mayors in the State of Ohio, who, I think, have expressed to you 
with the past 24 hours their interest in this. 

Mr. Cievencer. I have not received any expression. 

Mr. Hamiuron. May | insert into the record a copy of the telegram 
that was sent you? 

Mr. Cievencer. This was not received up to the time I came 
over here. 

Mr. Hamivton. It was sent yesterday. 

In closing I would like to say that I am not here pleading a special 
interest. I am here pleading an understanding of the necessity for 
a Federal-local partnership if this country is to have a system of 
airports. 

Mr. Cievencer. This country will have a system of airports. 
There is nothing perhaps that parallels the growth of aviation in the 
United States, certainly not in the last 25 years. 

Mr. Couprert. Your 12,000 municipalities are in how many States? 

Mr. Hamivron. Forty-four. 

Mr. Couperr. Are the 44 States all insolvent? 

Mr. Hamitron. I am not competent to talk about the State 
governments. 

Mr. Couper. Do you know any | of the 44 States that is insolvent? 
or know any State living on a deficit? 

r. Hamiuton. I do not. 

Mr. Couprrr. The States have an interest, do they not, in munic- 

ipal airports because they serve an area of population in the States; 
o they not? 

Mr. Hamiuton. I would say the State interest in airports is equal 

and concurrent with the Federal interest. 

Mr. Curvencer. Thank you. 


SIATEMENT OF RICHARD MOONEY CONCERNING FEDERAI AID TO 
AIRPORTS PROGRAM 


I have here a statement from Mr. Richard Mooney, airport manager, 
Winston-Salem, N. C., that will be inserted in the record at this. 
point, if there is no objection. 

(The statement referred to is as follows:) 


STATEMENT OF Ricnarp E. Mooney, ArrporT MANAGER, WINSTON-8ALEM, N. C. 


For the past year I have watched very intently the discontinuation of Federal 
aid to airports, the arguments pro and con, and the recent recommendation by 
the industry (and subsequently by the Department of Commerce) to reinstate 
Federal aid in the 1954-55 budget. During the past year I have had the oppor- 
tunity of attending all meetings by airport operators and have visited with them 

rsonally on the subject of Federal aid. There have been a number of objections 
to the Federal-aid program, but getting right to the heart of the problem I find 
that many of the objections are merely from the standpoint of administration, 
rather than complete rejection of the overall program. I was pleased to see how 
the members of the American Association of Airport Executives and the Airport 
Operators Council went at the problem when they were faced last year with the 
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discontinuation of the Federal-aid program. Rather than treating Federal aid as 
a free ride, they went about determining whether or not Federal aid was actually 
needed. Although the overwhelming majority of the cities felt that Federal aid 
was necessary, there were some who were in complete opposition or felt that the 
industry should experiment for a time without its availability. Support and 
opposition to the program was quite clearly defined, with the larger cities feeling 
that Federal aid was not necessary and the smaller ones arguing strongly for it. 
Let’s bring the problem a little closer to home, specifically, the State of North 
Carolina. I believe that without exception, every airline airport in this State 
was partially constructed with the use of Federal funds. How progressive would 
the State have been in providing new air facilities without Federal assistance? 
Not only are they primarily surplus airports constructed by the military, but 
their development has been augmented by the Federal-aid-to-airports program. 
Charlotte is now approaching completion of a new terminal building which has 
been sorely needed for many years. This was an FAAP project and I wonder 
how many more years Charlotte would have had to wait if it had been necessary 
to finance the entire project with city funds. There is no question as to whether 
the city, county, or owning agency should operate and maintain their own airport 
out of operating income and other local sources. Help is needed only on the larger 
development projects, and this is the way the Federal-aid program has operated 
in the past and should operate in the future. Even some of the largest airports 
operate at a deficit. This loss is even in spite of their tremendous traffic. 

When you consider that it is necessary to have runways and landing facilities 
(for our 24 airline schedules per day) that are comparable to those used at Wash- 
ington National for over 600 schedules, you can readily see that cost of facilities 
does not vary in proportion to the use. In other words, we need as much runway 
in Winston-Salem to land a Martin 404 as they doin Washington, D.C. Aviation 
revenues are limited to what the traffic will bear. To increase airline rentals and 

landing fees would be robbing Peter to pay Paul since airlines are provided with 
Federal funds. The airport industry has used a great deal of ingenuity in de- 
veloping nonaviation revenues which have helped considerably to breach the gap 
between income and expense. In the majority of cases, however, this is not 
enough and it is necessary to look to both the local and Federal governments as 
we do for highways, parks, waterways and innumerable other things. There are 
many arguments for Federal aid being extended to airport development, such as 
national defense, and that each airport is not only part of a national system, but I 
think that here is an important one to add: Smith Reynolds is only one of many 
airports which serves counties other than the one in which it is located, and yet 
Forsyth County carries the whole load. Federal aid will let these counties sur- 
rounding Forsyth participate in the cost as well as the benefits. 

Airports throughout the country as well as those in North Carolina need Federal 
aid during the coming fiscal year. 


Tuursbay, JUNE 17, 1954. 


Census Bureau 
WITNESS 


NEIL H. BORDEN, PRESIDENT OF THE AMERICAN MARKETING 
ASSOCIATION 


Mr. CLevencer. We will now hear from Mr. Neil Borden of the 
American Marketing Association. 

Mr. Borpen. Mr. Chairman, my name is Neil H. Borden. I am 
a professor of marketing at the Graduate School of Business Admini- 
stration of Harvard University. I am also president of the American 
Marketing Association. For over 30 years I have been a university 
teacher and research worker and a consultant to business firms in the 
field of marketing. 

I am here today to present the viewpoint of the members of the 
American Marketing Association with respect to the urgency of pro- 
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viding funds for complete censuses of business, manufactures, and 
mineral industries, appropriation requests for which are under con- 
sideration by your committee. 

As background against which you may better appraise the import 
of this statement, the American Marketing Association is a national, 
nonprofit organization—whose primary purpose is to advance the 
science of marketing through research and education. It seeks the 
development of facts essential to sound decisions of marketing prob- 
lems by business. Its membership roster includes over 5,000 individ- 
ual members 4,400 in business organizations, the rest in university 
schools of business administration. Their collective judgment influ- 
ences many important decisions in the fields of advertising, retailing, 
wholesaling, business education, agricultural marketing, and industrial 
marketing. In addition, about 150 leading companies are currently 
contributing to the support of the association through its company 
membership program. 

The range of activities represented in the association is so wide that 
the composite viewpoint of its members toward any question of public 
policy necessarily reflects many divergent interests. By the same 
token, when any substantial segment of the membership is found to 
be in substantial agreement on any subject, that finding presumably 
should carry more weight than a similar opinion from a group having 
basically identical interests. 

When funds to implement Public Law 671 (80th Cong.) were 
denied in the last session of Congress, a number of members of the 
association expressed deep concern over the fact that census data 
used as benchmarks for marketing analyses were as a result not to 
be brought up to date at a foreseeable date. At a meeting of the 
board of directors of the association on September 11, 1953, the 
executive committee was directed to take steps to: 

1. Determine the uses to which census data are put by business 
for marketing purposes, 

2. Determine the viewpoint of the users of census data on the value 
of the data to business for marketing purposes. 

3. Present this viewpoint at the proper time and place whenever 
new legislation concerning the census program was under considera- 
tion. 

It is the view of the association’s officers that members of the 
Congress desire evidence as to whether the considerable expenditures 
for censuses are justified by important uses by various types of organ- 
izations within the economy. Our association is peculiarly fitted to 

ive evidence in one area, namely, as to whether census data are 
important to business in the marketing of goods and services. ‘Their 
membership is made up in considerable part of men in the marketing 
staff departments of business organizations. Theirs is the task of 
seeking answers to important marketing problems of management and 
preparing factual analyses to guide the judgments of operating execu- 
tives. 

Acting in accordance with the directive of the association’s board, 
a questionnaire was mailed to all association members on October 16, 
1953, to determine the marketing uses of census data by their com- 
panies. By October 31, replies were received from members repre- 
senting 682 companies, or approximately 35 percent of the organiza- 
tions listed in our membership roster. An additional 130 replies 
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recerved after October 31, 1953, were not mcluded in the tabulations, 
for that date was a deadline set in planning the survey to permit 
submittal of a report to Secretary Weeks’ Intensive Review Committee 
by November 16, 1953. 

I have brought with me today a copy of the report of the findings 
of our survey. It is titled “An Appraisal of Census Programs for 
Marketing Uses’. Copies of the report will be made available to 
the members of the committee for reference. 

I call your attention to the list of companies who supplied informa- 
tion for the survey. They are representative of companies who are 
in the forefront in making this a strong, expanding economy. The 
list contains not only large, but medium- and small-size companies. 
Their report of their uses of census data for marketing purposes and 
the value to them, should help you, gentlemen of the committee, 
to appraise whether one important segment of the economy—busi- 
ness—makes use of census data and finds the censuses of high value 
to them. 

I should like now to summarize briefly the major findings presented 
in the report, referring to a number of exhibits, copies of which are 
attached to this statement. 

1. A preponderant majority of the companies represented in our 
membership expressed the opinion that census data are very helpful 
to them in planning and controlling their marketing operations. The 
breakdown of their replies is summarized in exhibit I. 

2. Companies of every type expressed about the same opinion 
regarding the value of census data. A breakdown of the replies by 
type of respondent is shown in exhibit ITA. 

3. Companies, irrespective of size, expressed about the same view 
regarding the usefulness of the data, as shown in exhibit ITB. 

4. Census data are used for a wide variety of marketing purposes. 
A summary analysis of the replies indicating the extent of use by 
type of use is shown in exhibit ITI. 

5. The reasons cited by the respondents for considering census data 
so valuable for marketing purposes are summarized in exhibit IV. 

6. Analysis of the detailed comments made by the respondents 
indicates clearly that neither sampling studies nor business collection 
of data offer the promise of providing acceptable substitutes for com- 
plete censuses by government. 

7. Regarding the timing of the censuses, the survey indicates that 
a majority of companies feel the schedule now authorized by law will 
meet their information requirements. If anything, however, the 
= of opinion is on the side of greater frequency—not less. 

hese seven points are only the highlights of the survey. But they 
serve to indicate the degree of unanimity and the nature of our mem- 
bers’ interest in having complete, up-to-date census data that can 
only be made available to them by your providing adequate appro- 
priation. 

Let me go a bit further, if Iamay, to express the-deep conviction that 
further surveys among other types of organizations within our economy 
would show that these data are used in all types of organizations by 
the men who make the factual analyses that are needed for sound 
decisions by the administrative executives of those organizations. 

In particular the expenditures for the data are justified, for their 
uses vitally affect the public in shaping governmental decisions. For 
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example, in this session of the Congress, important legislation has 
been written or will be written in the fields of taxation, social security, 
foreign trade, and agriculture—and these public policy decisions will 
have been shaped substantially according to the data—or lack of 
data—of this sort which these censuses provide. 

A large and impressive fund of information on uses of the data and 
testimony as to their importance is carried in the report of Secretary 
Weeks’ intensive review committee on appraisal of census programs 
which we understand has been supplied to this committee. Its 
exhibits carry the testimony of many hundreds of public and private 
administrators and scholars regarding their specific uses of the data 
and their importance. 

There you will find testimony that census data underlie the com- 
prehensive system of statistical indicators of the conditions and trends 
of the economy such as are found in the continuing estimates of the 
gross national product. Without the benchmark data of the census 
we could have little confidence in these indicators which play so im- 
portant a part in the decisions of both public and private administra- 
tors who have to adjust their policies and procedures to changing 
economic conditions, 

In the report you will find testimony regarding the vitai importance 
of data regarding agriculture, manufactures, business, and the mineral 
industries in times of mobilization. 

You will find also evidence from local, State, and National govern- 
mental administrators as to the value of these data in the adminis- 
tration of their work—from representatives of the United States 
Department of Agriculture, the State Department, the economic 
advisers to the President, State tax bureaus, city managers, and 
Federal Reserve banks. 

You will find officials of the American Federation of Labor, the 
CIO, and other labor organizations stating that they continually use 
these censuses in the locals and at the national level. 

These are but a few of the many groups whose decisions and whose 
competence depend on regularity in the basic benchmark data in our 
censuses. To them can be added medical groups, public health offi- 
cials, and many social service groups. They all attest to the pervasive- 
ness of use of census data, 

In concluding my remarks, let me reiterate that the growth and 
welfare of this economy are dependent on the soundness of the deci- 
sions of hundreds of thousands of administrators of economic and 
‘social affairs, public and private. Sound decisions depend on facts 
gained through the Government statistical programs which are now 
under consideration by this committee. 

In our opinion it would be shortsighted economy to deny these 
data which are so pervasively used and which, in their widespread 
application, have an influence on our economy far exceeding their 
relatively small cost as compared with their huge benefits. 

Thank you for listening to me. I will gladly try to answer any 
questions you may have. 

Mr. CLevencer. I have a question. Has your learned society 
and organization given any thought to an improvement of a census 
operation that would get the end results to the members in less than 
1% to 2 years, or 2% years? 


729 


Mr. Borpen. One of the things in this survey 

Mr. CLevencerR. You have given some thought to it? 

Mr. Borpen. We have given some thought to it. That is one of 
the criticisms our members have. That is important. We would 
like to have census data more rapidly; it would be helpful. 

Mr. CLevencer. Otherwise, you will be getting just a history of 
what happened 2% or 3 years ago. 

Mr. Borpen. We need benchmark data coming in at different 
times in order to study trends. We would like to have it sooner, but 
if you get subsequent spot checks which show what has occurred since 
the last time, there can be corrections. 

Mr. CLevencer. Have you seen this report of Dr. Watkins, who 
recommends the expenditure of some $228 million in a decade for this 
purpose? 

Mr. Borpen. I have not seen it. 

Mr. Cievencer. Isn’t that more money than we ever spent? 

Now, we are fighting here for the solvency of the Treasury of the 
United States and we are weighing all these things that are useful. 
When we pushed that thing back we did it to enable the United States 
Government and its new President to show a budget that was some- 


where near balanced. We delayed it, we did not destroy it. 

I will defend the action of this committee in that delay in order to 
return to a balanced budget, because, after all, when you are all through 
talking, the value of our dollar has steadily slipped. Many of our 
dollars are not worth 25 cents with the prewar value in the merchan- 
dise they will buy. I do not want our dollars to follow the French 
franc clear out of the picture or the Italian lira. That will give 


you some idea of what we are up against. 

You can present the viewpoint of pure idealism. That is one thing. 
But you have not taken a solemn oath upstairs to defend this country 
against all enemies, foreign and domestic, and try to preserve this 
Republic as a going concern, but I have and the members of the com- 
mittee have. We are just weighing how much of this we can continue 
to pay and how long we can run a deficit Government. 

Mr. Borpen. May I speak to that? I think that I am as desirous 
of protecting the economy as you. I think that the members of my 
association are. I think, however, you have to determine, a com- 
mittee of this kind, whether a particular expenditure is likely to serve 
purposes that will strengthen the Government. 

Mr. CLevenaceR. Do you not think we weigh every request that 
comes in here? 

Mr. Borpen. I am trying to present a viewpoint that this is not 
an expenditure in our view, and that it is not something that is going 
to weaken the economy. If these things are used and if they help 
business move ahead, and if we can become an expanding economy, 
these are things that are going to keep us strong. We maintain that 
the expenditure here is something that is so important to business, and 
is used for such pertinent purposes, it is used in so many ways that it 
is helping this economy to go on expanding, and that is the basis for 
getting revenue to run this Government; it is the basis for keeping 
this Government from going haywire. 

Mr C.evencer Maybe I am impatient, but I am impatient 
with the prevailing idea that this committee perhaps lacks patriotism 
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or lacks interest. We have exactly the same objectives as you. We 
spend hours and weeks sitting here listening to these things, and . 
we weigh them carefully, and we do not take capricious attitudes or 
actions on them. 

Mr. Borpen. I that. 

Mr. Cievencer. This country was up against a debt limit last 
fall, and only by a little manipulation of a part of that debt did we 
not pass the point of default. You know that. We are approaching 
it again. Everyone instaad of helping us to keep these things in 
some kind of balance is down here trying to help e it away, and it 
is all justified on just as high grounds as your own. 

Mr. Borpen. Yours is a very difficult problem. 

Mr. CiEevencer. My will is not weakened to try to save this 
Republic, its credit and its money, and I am doing the very best I 
can with the guidance of God. 

Mr. Borpen. If I may say so, I think that I am as interested as 
you and I think that my members are. What we are trying to do 
is to give evidence here to help you arrive at a judgment. 

Now, I have in this exhibit ete some of the things that we learned 
from the survey that we made. This is the report. It will give you 
the evidence. It is an objective statement. 

Mr. Bow. Do you have a summary of the questionnaires that you 
sent out? 

Mr. Borpen. Yes. The questionnaire is in the back of this report. 

May I call your attention to the front of this, page 332. There is 
a summary of the findings there. 

Mr. CLevenGcer. We are sympathetic with you and the rest of 
them. We are doing the best job that is humanly possible, and with- 
out partisanship. The boys over here on the minority are just as 
much interested in it as ¢ We want to give everybody a square 


deal. 
Mr. Borven. I appreciate that, and all I want to do is put this into 
your hands. ; 


Mr. Preston. It is a fine report and the information will be helpful. 

Mr. Borpen. We want to give you the evidence. We tried to get 
ponent evidence and I think that is what you gentlemen would like to 

ave. 

Mr. Bow. Where is the compilation of the returns of this survey? 

Mr. Borpen. That is over on page 349. 

Mr. CLevencer. Everyone seems to think that there is a barrel of 
money here that you can dip into and take all you want out. 

Mr. Borpen. There is just one viewpoint that I want to get across. 
I think you have to distinguish between expenditures. Do they con- 
tribute and make for a larger and better economy and an expanding 
economy? 

Mr. EG We have just listened to testimony on a project. 
that was claimed to be just as important as yours. 

We thank you very much. 

The committee will stand adjourned. 
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Mr. Jonas. The committee will come to order, please. The 
committee is assembled here this morning to consider two supple- 
mental estimates for additional appropriations for the General 
Services Administration. We have before us, first, the item for stra- 
tegic and critical materials as contained in House Document No. 441, 
which we will insert in the record at this point. 

(The document referred to is as follows :) 


Executive OFFIcrk OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 


The Passer Washington 25, D. C., June 21, 1954. 


The White House. 
Sir: I have the honor to submit herewith for your consideration a proposed 
supplemental appropriation for the fiscal year 1955, in the amount of $380,000,000, 
for the ena Services Administration, as follows: 


“GENERAL SERVICES ADMINISTRATION 
“SrRATEGIC AND CRITICAL MATERIALS 


“For an additional amount for ‘Strategic and critical materials,’ $380,000,000, 
to remain available until expended.”’ 

This proposed supplemental appropriation is for the purpose of acquiring addi- 
tional materials for the Nation’s stockpile of critical and strategic materials. 
This estimate grows out of two recent developments: First, certain materials 
are now expected to be available in greater quantities than was estimated when 
the 1955 budget was prepared. Second, your Cabinet Committee on Minerals 
Policy has developed new policies which will increase the objectives of the stock- 
pile program and thereby further reduce our dependence on foreign sources of 
material during wartime. 6 

The major portion of the funds requested will be used to purchase materials 
which will be delivered to the Government as a result of commitments entered 
into under the Defense Production Act borrowing authority to encourage the 
expansion of production. 
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I recommend that the foregoing proposed supplemental appropriation be trans-. 
mitted to the Congress. . 


Respectfully yours, Row.anp Hvucues, 


Director of the Bureau of the Budget. 

Present this morning to speak to that item are the following: 

From the General Services Administration we have Mr. A. J. 
Walsh, Commissioner of the Emergency Procurement Service, and 
Mr. H. V. Llewellyn, Budget Representative for Raw Materials 
Programs. 

e also have Mr. Byron E. Harding, Assistant General Counsel; 
and Mr. D. E. A. Cameron, Director, Budget Division, General 
Services Administration. 

From the Office of Defense Mobilization—Dr. Arthur S. Flemming, 
Director; accompanied by Mr. Elmer Weaver, Assistant Director for 
Materials; Mr. John Morgan, Materials Division; Mr. Alfred 8. 
Cleveland, Materials Division; and Mr. F. L. Parnell, Finance 
Division. 

Mr. Cameron. Mr. Chairman, before you start the hearing, I 
would like to state that before leaving on a prearranged field trip 
Mr. Mansure, the Administrator of General Services Administration, 
asked the Comptroller to express his regret at being unable to par- 
ticipate in this hearing. 

Unfortunately the Comptroller, Mr. Medley, is unable to convey 
this message to you in person, due to illness which for the first time 
prevents him from participating in a hearing of GSA. 

Each of the two items before you will be presented by the heads of 
the Services concerned; the stockpiling item by Mr. Walsh, Commis- 
sioner of Emergency Procurement; and the additional courts facilities 
— by Mr. Hunter, Deputy Commissioner of the Public Buildings 
Service. 

Mr. Jonas. I hope you will express to Mr. Medley my personal 
hope that he is not seriously ill. 

Mtr. Cameron. It is not serious, but it is very aggravating. 

However, of course, we have the heads of the Services present with 
regard to the two programs, and they will carry on with the hearings. 

r. Jonas. Dr. Flemming, do you have a prepared statement? 

Dr. FLemmina. I have some opening comments I can make here, 
Congressman Jonas, which might be of help in explaining the request 
that the President has made. 

Mr. Jonas. All right. We will be glad to hear you at this time. 


GENERAL STATEMENT 


Dr. FLemmine. As you know, the Office of Defense Mobilization 
has the responsibility for establishing the stockpile objectives and also 
has the responsibility for the development of the procurement direc- 
tives that go to the General Services Administration. Of course, it 
is those objectives and those procurement directives which form the 
basis for the request the General Services Administration is making 
for $380 million. 

Mr. Chairman, there are two recent developments which are primarily 
responsible for the proposed supplemental appropriation. First, 
several materials that have been in critically short supply are now 
available in substantially larger quantities. In keeping with the 
ODM policy of completing stockpile objectives as rapidly as possible, 
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additional funds are requested to take advantage of the new supply 
situation. 

Second, a new long-term stockpile policy has been adopted or put 
into effect by the President, which provides for additional security 
through the acquisition of metals and minerals at favorable prices 
and under semditions where the domestic mobilization base might 
otherwise be endangered. 

The increased availability or increased supplies of materials that 
are now available are reflected in this revised budget estimate for 
fiscal year 1955. 


PROGRAM FOR MEETING MINIMUM STOCKPILE OBJECTIVES 


The program for meeting the minimum stockpile objectives also 
reflects the following procurement policies, which I would like to put 
before the committee: 

First, that minimum stockpile objectives will be achieved in the 
shortest possible period of time, keeping in mind the considerations 
that I am about to set forth. 

Second, the minimum stockpile objectives will be achieved without 
interfering with the current defense program and without creating 
undue hardship within the civilian economy. 

Third, the procurement program for achieving minimum stockpile 
objectives will be worked out so as to make the maximum contribution 
to strengthening our domestic sources of supply, but at the same time 
it will be designed to keep the United States in a position where it 
can continue to turn to foreign sources of supply in those areas where 
we know it will be impossible for us to rely completely on domestic 
sources of supply. 

Fourth, in providing the amounts programed for each fiscal year 
every effort will be made to procure the materials in the most economi- 
cal manner possible, provided that this can be done without being in 
conflict with the objectives I have just stated. 

Fifth, insofar as feasible consideration will be given to the procure- 
ment of materials through barter as provided for in Public Law 85, 
8ist Congress; and to the use of surplus food commodities in making 
payment for materials not produced in the United States, as provided 
for in section 416 of the Agricultural Act of 1949. 

Mr. Parties. May | interrupt to ask you something off the record? 

(Discussion off the record.) 

Mr. Jonas. We get some critical materials from India, do we not? 

Dr. Yes. 

Mr. Jonas. Did we not just let India have a lot of wheat a year 
— two ago? Was any effort made to make a bartering arrangement 
there? 

Dr. Fiemmina. I do not know about that one. 

Mr. Watsu. There was an effort made at the time that wheat loan 
was negotiated to inject barter into it, but it was ruled out somewhere 
along the line. Where I do not know. 

Mr. Jonas. You mean in this country? 

Mr. Wausu. Yes, sir. 

Mr. Parties. Off the record. 

(Discussion off the record.) 

Dr. Fiemmine (resuming). There is just one other objective that 
we keep in mind, or principle that we are keeping in mind here. That 
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is that materials acquired through fiscal year 1955 under Defense 
Production Act borrowing authority commitments which are within 
the minimum stockpile objectives will be purchased for the stockpile 
with stockpile funds. 

In connection with the long-term program, the President in the 
latter part of 1953 requested the Secretary of the Interior to chair 
a Special Cabinet Minerals Policy Committee to review the mineral 
policies of the Government and to recommend appropriate changes 
to the entire cabinet. The members of the committee itself consist 
of the Secretary of Commerce, the Secretary of State, and the Director 
of Defense Mobilization. Secretary Humphrey and the head of the 
Budget Bureau have also worked closely with the Minerals Policy 
Committee. 

One of the recommendations of the Minerals Policy Committee 
dealt with increasing the stockpile objectives for metals and minerals 
to eliminate where possible dangerous and costly dependence on 
foreign countries. This policy was discussed with the entire Cabinet 
and approved by the President in the latter part of March 1954. It 
provides that in calculating the long-term objectives it will be assumed 
that supplies will not be available from foreign sources except in the 
case of a limited group of countries to which wartime access can be 
had with the same degree of reliance as afforded by sources within 
our own country. In addition, consideration is to be given to the 
possibility of destruction of major domestic sources, and where possi- 
ble strategic and critical metals and minerals in the stockpile will be 
upgraded to the point at which they will be more readily usable in the 
event of an emergency. 

Mr. Yates. You have talked about countries from which materials 
are readily accessible. Are those countries known? Is it determined 
what countries those are, with reference to the plan? 

Dr. FLemmine. May I go off the record on that? 

Mr. Yates. Yes. 

(Discussion off the record.) 

Mr. Puiturps. Let me ask you a question, which you can answer 
either on or off the record, following up Mr. Yates’ thought. Are 
we getting any more competition now in the purchase of materials 
that we want to stockpile than we have been in the past? 

_ Dr. Ftemrine. I will ask Mr. Walsh to answer that, as the purchas- 
ing man. 

r. Wausu. No, sir; we are not. I think this should be off the 
record. 

(Discussion off the record.) 

Dr. Fiemmine (resuming). Policies now in effect that provide for 
the acquisition of the present minimum stockpile objectives as quickly 
as possible are continued under the philosophy that underlies the 
program that is before us at the present time. In moving from the 
minimum level to the long-term level, however, procurement will 
take place normally at such times as the material can be acquired 
at advantageous prices and at the same time when such procurement 
will assist in maintaining essential elements of the Nation’s mobiliza- 
tion base. 

The present budget—that is, the request which is before you now— 
provides for initial procurement of four materials under the long-term 
concept, and it is expected that additional materials will be added 
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to the long-term procurement program as objectives are established 
and programs for their accomplishment developed. 


POLICY OF LONG-TERM PROCUREMENT PROGRAM 


The principal policy guide lines followed in developing the proposed 
long-term program are as follows: 

First, the establshment of objectives. As I have already indicated, 
there will be a complete discounting of overseas wartime supply from 
all sources other than the United States and comparably accessible 
areas. Also, there will be an elimination from the requirements 
calculations of all conservation assumptions that would reduce the 
quality of essential wartime production below peacetime standards. 

Next, as far as procurement against these objectives is concerned, 
open-market procurement will be limited to newly mined domestic 
materials and will be made only when both of the following conditions 
are met: 

First, only when prices are below the individual price trends ad- 
justed for changes in the value of the dollar; and, second, when the 
procurement serves to maintain essential elements of the mobilization 
base. 

As far as the upgrading of stockpiled materials is concerned, up- 
grading will normally be done when it can be accomplished at favor- 
able prices and in periods of lowered economic activity. 

As you probably noted, in the purchase program for fiscal year 
1955, it includes 28 materials under minimum objectives and 4 under 
long-term objectives; a total of 32 materials. This program is de- 
signed to fulfill minimum objectives as soon as available supplies 
permit, and to initiate procurement action where long-term objectives 
have been established. 

You will note from the data submitted by the General Services 
Administration that the major quantity of material to be purchased 
for the stockpile during the fiseal year 1955 is coming from a source 
identified as the Defense Production Act inventory as distinguished 
from the open market. It is appropriate to explain that the DPA 
inventory relates to transactions consummated under title III of the 
Defense Production Act, which provides borrowing authority to 
encourage expansion of supply. These borrowing-authority contracts 
were executed to increase the supply of materials for industry con- 
sumption in the defense program and to aid in fulfilling stockpile 
objectives. This estimate provides for taking into the stockpile 
those inventories of materials generated through fiscal year 1955 
under borrowing-authority contracts which fit within established mini- 
mum objectives. 

Inventories of materials generated under borrowing-authority con- 
tracts which do not fit within established minimum objectives will 
be held in the borrowing-authority account during fiscal year 1955 
pending further development of long-term objectives, with the excep- 
tion of two commodities—lead and metallurgical grade manganese. 
Long-term objectives have been established on these items. 

It is expected other materials will qualify for long-term objectives 
and the next estimate will reflect such determinations. 

Mr. Puruurps. Does that conclude your statement? 

Dr. Yes, sir. 
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Mr. Puiuuips. I had two questions, unless you wanted to bring up 
something else before I ask them. 

Dr. Fiemminc. Probably your questions will bring out what I was 

oing to indicate, which was the principal materials which are 
involved, and why. 

Mr. PHIurrs. You have furnished the committee with a list 
marked “Security Information,” as a supporting statement to the 
request you are now making. As part of that you have furnished a 
long list of purchases—the one you have in front of you now. 

Dr. Fiemmina. That is right. 
Mr. Pututips. Does that list cover the materials which you expect 
to purchase with the additional money you are now asking for? 
r. FLemmine. That is correct. 
Mr. Puruures. There is nothing outside of that list? 
Dr. Fitemmine. That is the complete list. 


RECALCULATION OF MATERIALS TO BE ACQUIRED DURING 1955 


Mr. Puiturrs. In general this addition of $380 million is not a 
specific amount for designated items that you expect to buy, it is a 
recalculation of the request made to us earlier in the year, and last year 
and previous years, which now brings the total which you need for 
1955 VP to $579 million for materials instead of the original amount? 

Dr. Ftemuinea. The orginal estimate was for $199.6 million for 
materials. 

Mr. Putuurps. The $199.6 million you originally asked for. You 
have made a recalculation and have come up with a need for an addi- 
tional $379.6 million? 

Dr. Ftemmina. That is correct. 

Mr. Puiturps. So you have just leveled that off to $380 mullion. 
How soon am I going to get you people downtown to understand you 
should level it off the other way? 

Dr. FLemminG. You have put it very well, Mr. Chairman. Of 
course, this does not represent a guaranty on the part of the executive 
branch that we will buy the exact amounts that are reflected here for 
each material, but it does represent the best judgment of the people 
who are working in the area as related to the amounts that will become 
available to us for purchase during fiscal year 1955. 

Also, I think you have undoubtedly noted that if this program is 
accepted by the Congress it will move very sharply in the direction of 
clarifying what I think has been a rather confusing situation. In other 
words, it will make absolutely clear that materials which come in 
under the Defense Production Act activity and that can be put into 
the stockpile and can be used in the stockpile will be put into the 
stockpile with stockpile funds, and a large portion of the amount that 
is requested today is for that particular purpose. 

You have probably noted that only $99.7 million of this would be 
used for open market purchases. Everything else would come in 
under commitments that have already been entered into by the 
Government over a period of years and would be transferred from the 
DPA inventory over into the stockpile, utilizing appropriated stock- 
pile funds for that purpose. j 

Mr. Puiuurps. I may say briefly that I have talked to the dis- 
tinguished Representative from Iowa, Mr. Martin, who is very keenly 
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interested in this subject, and he mentioned the same point you are 
mentioning now. 

Dr. Fiemmine. Right. I think it will put the whole operation on 
a much sounder basis. 


OPERATIONS UNDER “BORROWING AUTHORITY” 


Mr. Jonas. This is the statement of the General Services Admin- 
istration, but I think you can answer the question I have. Why do 
they say in the statement on page 1, or use the term “borrowing 
authority”? That is not strictly descriptive, is it? 

Dr. Femina. Well, it is a pretty good description of that section 
of the Defense Production Act. 

Mr. Jonas. I mean, in reading that paragraph without any further 
explanation I would get the impression that you are going to use 
$99.7 million for open market purchases, meaning that that is all of the 
money we are going to spend and that the rest of it will come out of 
barter or as a result of barter. 

Dr. Fiemmina. No, not barter. 

Mr. Jonas. That is not what you mean by ‘‘borrowing authority’’? 

Dr. Fiemminea. No, Congressman. What we mean is that over a 
period of the past few years under the authority of the Defense Pro- 
duction Act the Government has entered into contracts designed to 
bring about expansion of domestic and foreign sources. Under 
those contracts materials are now coming into the Government as 
a result of contracts entered into in previous years. Those materials 
go into what we call this Defense Production Act inventory, and now 
this money is being asked for to transfer them over into the stockpile 
with stockpile funds. 

Mr. Jonas. Why do you use the expression ‘‘borrowing authority?” 

Dr. Fiemmina. Well, that is an expression that has come down 
over the years in which the Defense Production Act has been in 
effect. Personally, I prefer ‘revolving fund authority of the Defense 
Production Act.” 

Mr. Jonas. It never was a borrowing authority, was it? 

Dr. Yes. 

Mr. Jonas. From whom was it borrowed? 

Dr. Fiemmina. Under it the Government can make loans. Of 
course, we get it from the Treasury and then under it the Govern- 
ment can make loans or it can guarantee loans and purchases in order 
to facilitate materials expansion and also production of defense 
equipment. 

Personally, I like “revolving fund authority’’ better than this 
“borrowing authority’? because “borrowing authority’ limits it a 
little bit more than the law really does. 

Mr. Jonas. Is there any transfer of funds when you dispose of it? 

Dr. Fiemmine. That is right. Mr. Parnell can explain that. 

Mr. Parnewu. The stockpile appropriation, Mr. Jonas, will reim- 
burse this fund, which is called “borrowing authority,” for such 
materials as it takes over. 

That term comes from the Defense Production Act, which gave the 
President the authority to designate agencies to borrow from the 
Treasury of the United States. It was an authority to borrow money 
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from the Treasury, and the stockpile appropriation will reimburse this 
fund for such materials as it takes over and it will be paid back to 
the Treasury of the United States. 

_ Mr. Puixuips. We understand that. That is the original act. That 
is how you got the money. You went to the Treasury and in effect 
you borrowed it. 

Mr. ParNnewu. That is right. 

Mr. Puitiirs. What we want to know is this. When you have the 
stockpile, there are many kinds of materials in it. Assume that 
somebody takes some material out of that. Then do they pay it 
back to the stockpile fund from defense funds or AEC funds, or 
whatever the agency may be? Do they pay money back into that 
fund? Otherwise it does not revolve. 

Mr. Parnewt. If such a sale is made; yes, sir, it is collected for. 

Mr. Putiiirs. Why do you say “If such a sale is made”? What 
other use would you have? 

Mr. Parnety. There have been sales to industry. 

oo Puitures. You are correct about industry. We understand 

t. 

Suppose the Defense Department came over and got some materia] 
out of this program, or the AEC or somebody else, with a separate 
appropriation. Would they reimburse the fund? ‘ 

Mr. PARNELL. Yes, sir. 

Mr. Watsn. They would reimburse the fund. 

Mr. Puituirs. Then it really is a revolving fund? 

Mr. PARNELL. Yes, it is a revolving fund to that extent. 

Mr. Puruuirs. Coming back to the original concept of a loan fund, 
when you borrow money from the Treasury does the Treasury get the 
money back? 

Mr. PARNELL. Yes, sir; they are repaid. 

Mr. Puruuies. By you? 

Mr. PARNELL. Yes, sir. 

Mr. Yates. With interest? 

Mr. PARNELL. Yes, sir. 

Mr. Puiuurps. Let us not be too optimistic. 

Mr. Jonas. Could you say offhand how much has been paid back 
to the Treasury since we began the program? 

Mr. Parne ut. In the neighborhood of $300 million. 

Mr. Jonas You still have $369.8 million? That is on page 1. 

Mr. Puivurps. Less what has been purchased since they were up 
here before. 

Mr. Parnewu. The figure you are looking at, sir, is the estimate 
of the inventory. that will be remaining after next fiscal year. 

Mr. Jonas. Yes. Well, the difference between $99.7 million and 
$479.5 million is in the borrowing authority account? 

Mr. Parnetu. No, sir. The $99.7 million, Mr. Jonas, is the 
amount estimated to be spent in the open market—— 

Mr. Jonas. I understand that. If you read that sentence, it says: 


Of this latter amount— 
speaking of the total fund— 


$479.5 million contemplates the purchase of stockpile-grade materials from the 
inventories of the “borrowing authority”? account—— } 


Mr. PARNELL. Yes, sir. 
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Mr. Jonas (reading) : 
and $99.7 million open-market purchases. 


Mr. ParNneuu. That is correct, sir. 

Mr. Jonas. Does that mean that $479.5 million is in this revolving 
fund? 

Mr. Parnegi. That would be stockpile money paid to the revolvin 
fund. The $479.5 million is the amount of stockpile funds propose 
for reimbursing the revolving fund. 

Mr. Jonas. You are proposing to put $479.5 million in the revolving 
fund and to have $99.7 million in new money for open-market pur- 
chases? 

Mr. Yes, sir. 

Mr. Jonas. It is all new money. 

Mr. Parnetu. No, sir. We are asking for $380 million new money. 
The rest will be from the balance carried forward from 1954. 

Mr. Putuures. You still have a limit of $2.1 billion? 

Dr. FLemMMinG. $2.1 billion. That is written into the law. 

Mr. Puiturrs. That is your loan authority? 

Dr. Fiemmine. That is right; the authority to borrow from the 
United States Treasury. 

Mr. Puiturps. The money we give you is an appropriation. You 
go outside of the domestic market? 

Dr. FLemmine. We may or we may not go outside of the domestic 
market. The $99.7 million permits us to go into the open market 
to acquire materials valued at $99.7 million during the coming fiscal 
year. 

Mr. Puiuuips. While we are doing this in the nature of an appropri- 
ation, we are in effect giving you a limitation upon the amount 
of money vou may borrow? 

Dr, FLtemmina. No. I mean, the limitation is written into the law, 
the $2.1 billion. It provides that at no time can the ultimate net 
cost. to the Government of the various transactions exceed $2.1 billion. 
At the present time the estimate is that the ultimate net cost to the 
Government would not exceed about $1 billion. In other words, we 
have utilized about half of that authority up to the present time. 

On these materials that will be transferred from the borrowing 
fund over to the stockpile, I imagine that in a fair number of instances 
the estimate was that it would not represent any ultimate net cost 
to the Government. 

Mr. Puiturps. It would be a reimbursement, in and out? 

Dr. Fiemmrina. That is right. I think I can assure the members 
of the committee if we go through with this process as requested by 
the President’s appropriation it will help to clarify this whole situa- 
tion as between the two funds, because as we know from previous 
hearings it is a rather confusing situation. 

What this means is that whenever anything goes into the stockpile 
it will go in there as a result of funds appropriated by the Congress 
for stockpiling purposes. 

Mr. Yates. You mean it does not go into the stockpile until it is 
purchased by appropriated funds, even though you use the revolving 
fund initially in its purchase? 

Dr. Fiemmine. That is correct. In other words, over a period of 
the last 3 years, Congressman, the Government may have entered 
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into premium-price contracts or other types of contracts in order to 
step up production of materials. Those materials are now, as we 
say, being “put” to the Government. When they are ‘“put’’ to the 
Government, when the Government takes them under the contractual 
commitment it made some time ago, we hold them in borrowing- 
authority inventory until we get the direct appropriation needed to 
add them to the stockpile. 

In some instances, of course, we will have more than is needed for 
the stockpile. Then comes the problem of what to do ultimately 
with the overrun. But to the extent that the stockpile objective 
permits the material to be added to the stockpile we will put it in 
when the Congress appropriates the money for that purpose. 


POLICY REGARDING SURPLUS QUANTITIES OF MATERIALS 


Mr. Yates. Let’s go back to the overrun business. What happens 
when you have an overrun? 

Dr. Fiemminea. Well, we have a policy on that. I do not have that 
with me, but we did issue an ODM policy which I will be glad to 
insert in the record on that. 

(The information is as follows:) 


EXeEcuTiIVE OFFICE OF THE PRESIDENT, OFFICE OF DEFENSE MOBILIZATION 


DEFENSE MOBILIZATION ORDER V-3 
Marcu 18, 1954. 
Subject: —" regarding surplus materials acquired under the Defense Produc- 
tion Act. 

1. Under title III of the Defense Production Act the Government has under- 
taken to expand the supply of various strategic and critical materials in order to 
meet the needs of current defense and nondefense production, to provide materials 

‘for the national stockpile and to contribute to the mobilization base. To a large 
extent these objectives have been met or have proceeded sufficiently to permit 
the removal of virtually all controls over the use or distribution of materials in 
civilian markets. Jn the planning and operation of these materials-expansion 
programs, the rate of expansion for particular materials has necessarily been 

uided by the need for developing quickly an adequate defense-materials position. 
nd this, in turn, has required forecasts of factors affecting supply and consump- 
tion for several years in advance. 

For the most part, the increased production from these expansion programs has 
been readily absorbed by the combined needs of Government and industry. Ina 
few cases, however, the Government has acquired supplies of materials that are 
surplus to the immediate needs of both. The purpose of this order is to establish 
a policy for dealing with surplus materials that have been acquired under the 
Defense Production Act or may be uired in the future. 

2. It is the objective of the Office of Defense Mobilization to make certain that 
surplus materials acquired by the Government under expansion program con- 
tracts do not produce serious adverse market effects or otherwise create major 

roblems for industry. To accomplish this objective, the policy of the Office of 
fense Mobilization is declared to be: 

(a) Within the limits of those portions of the stockpile objectives not on hand 
or on order, surplus stockpile materials acquired under the expansion programs 
of = ont roduction Act will be set aside for procurement for the national 
stockpile. : 

In addition, stockpile materials acquired under Defense Production Act pro- 
grams will be held and earmarked against those portions of stockpile objectives 
on order but not delivered until such delivery is made. At that time they will 
be handled in accordance with paragraphs (6), (c), and (d) below. 

(b) In each case where surplus materials are acquired by the Government 
under the Defense Production Act, full consideration will be given to the Defense 
Production Act Amendments of 1953. These amendments provide that mate- 
rials acquired under expansion programs ‘‘which in the judgment of the President, 
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are excess to the needs of programs under this act, shall be transferred to the 
national stockpile established pursuant to the act of June 7, 1939, as amended 
(50 U. S. C. 98-98h), when the President deems such action to be in the pub- 
lic interest.” 

(ec) Where the stockpile objective has been completed and it is determined 
that the public interest will not be served by transfer to the national stockpile 
of a surplus acquired under an expansion program, the surplus will be held by the 
Government for eventual disposal. However, such disposal will not be mace, 
either in whole or in part, without clear indication that such action will not have 
a serious adverse effect upon market prices or create major market fears or un- 
certainties, and without the prior approval of the President or an official specifi- 
cally designated by him. 

(d) Generally where the sale of surplus materials acquired under the Defense 
Production Act is undeitaken and the quantity is substantial in relation to 
annual market consumption, such disposal will be made only after public an- 
nouncement, well in advance of disposal, of (1) the total quantity to be sold, 
(2) the markets in which the material will be offered, (3) the minimum market 
price or prices that must prevail at the time of sale, and (4) the maximum amounts 
that will be offered for sale in each calendar quarter or other appropriate period. 

3. This order will be effective immediately. 


Orrick oF DEFENSE MOBILIZATION, 
Artuur 8S. FLemmina, Director. 

Dr. Fiemmine. Our policy is to hold it in the inventory for the 
time being and not to dump it on the market, and in that way affect 
the market adversely; feeling that as time goes on the Government 
may decide that it needs it and would like to hold onto it. But we 
do not feel that we should ever put it on the market in such a way 
as to affect the market adversely. 

Actually, we are virtually insulating the market from DPA surpluses 
as effectively as the stockpile materials are insulated under the Stock- 


pile Act, except that we are doing it by Executive policy rather than 
a law passed by the Congress. 


CHANGES IN LIST OF STOCKPILE ITEMS 


Mr. Putturrs. On this next to the last page of your secret statement 
you have furnished us again, as you have periodically, the list of the 
items under the stockpile program and their minimum objectives. 

Let me ask you this first: es there been any change in the per- 
centage figures shown in the last column since you were up here 
the last time? 

Dr. Fuemmine. Mr. Chairman, may I ask Mr. Walsh, first of all: 
These are just the materials that are included in this present purchase 

r. WausH. That is correct. 

Dr. Fiuemmine. In other words, this is not a complete stockpile 
list in front of you. 

Mr. Puiturres. The complete stockpile list takes a page as long as 
the one I now hold here. 

Dr. Fiemmrine. That is right. 

Mr. Puriures. And shows a great many items completed, so far as 
the objective is concerned. at I am trying to find out is if there 
has been any change in the ones shown on this page since you last 
saw us. 

Mr. Watsu. There have been some changes. 

Mr. Putuutes. Let me ask this question: If this is all you are con- 
templating in the justifications made to us today, what has happened 
on the earlier list they showed us, where you have one item 27 percent 
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completed, and another 21 percent completed, and another 43 percent 
completed, and so forth? One of these is still on this list. 

Dr. Fiemmina. Mr. Chairman, I think I can clear that up by point- 
ing out that the money we are now requesting, of course, will be money 
that will be spent in addition to the money that is already available. 

Mr. Requested here? 

Dr. Ftemminea. That is right. In other words, there is about 
$200 million available from previous appropriations. If we consider 
our total program we have to put them together. 

Mr. Puaruures. What I am trying to find out is how you came to 
pick out these items. What caused this reapportionment? On a 
certain material you were 49 percent complete before and now you 
are 64 percent complete. 

Dr. FLemmine. The answer there is that the amounts available in 
1955 are going to be considerably larger than we estimated they would 
be when we were here before. 

Mr. Puiturs. I think you may not have given me quite the right 
answer on that, because I believe, looking at the materials, a good 
many of those low items were on the earlier list and have Spon 
materially increased on the new list. 

Mr. Luewetiyn. Mr. Chairman, we have a table here which gives 
the entire list. We did not give it to you in this presentation. We 
thought perhaps that amount of detail might not be necessary; but 
4 you are interested in seeing the new tables we have a supply of 
them. 

Mr. Yates. What year are you referring to, when you say the 
amounts have been increased? 

Mr. Puiturps. What I have, Mr. Yates, is a statement similar to 
that made to us in March, which, instead of the short table contained 
here, contains the full table. 

Mr. Yates. I was wondering whether you were looking at the 
column headed fiscal year 1955. 

Mr. Puiuurrs. I am looking at the percentages. For example, just 
to take one which would have no particular secrecy about it, long 
staple cotton is completed. The one right above that was only 10 
percent completed. 

Mr. Yares. Yes. 

Mr. Puruurs. And it does not appear at all on the new short form 
list that we have here. 

My curiosity is aroused. What happened to these? Is the need 
for that removed, or what has happened? 

Mr. Wausu. The need for that one has been removed. The ob- 
jective has not been decreased statistically. It is carried in that 
position, but there is no need for that material. 

Mr. Yarss. In order that our information might be complete, would 
it not have been well to have shown it as removed from that list in 
some way? May we assume that where the items are not listed in the 
justification put in this morning, when they did appear in previous 
justifications, the items are no longer required by the stockpile program? 

Mr. Watsu. That is correct for the item to which you referred. 
It is no longer required by the stockpile program and it will be removed 
from the list. When it is balanced out it will show as 100 percent. 

Mr. Puiuuips. This sheet [indicating] is the entire list as of the 
present time, I understand. 
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Dr. FLemminc. That gives you the picture of what we contemplate 
as the total program for fiscal year 1955. 

Mr. Putuuips. Mr. Jonas, have you any questions? 

Mr. Jonas. No, sir; I believe not. 

Mr. Puiuiips. You do not seem to be perfectly satisfied with that. 

Mr. Jonas. I do not understand these figures. 


EXPLANATION OF FINANCING OF PROGRAM 


Dr. FLemmine. We would like to clear that up. We understand 
the difficulty on it. It is that last paragraph you are thinking of, 
particularly, 

Mr. Jonas. That is the one which has attracted my attention right 
now. 

Let me ask you this: You are asking $99.7 million for open market 
purchases? 

Dr. Fiemmine. Yes. That means that the General Services 
Administration will go into the open market and purchase certain 
materials under our purchase directive up to the amount of $99.7 
million. 

Mr. Jonas. What do you do with the $479.5 million? 

Dr. Ftemmine. May I go right to the front of that paragraph, to 
the beginning of that paragraph, to see if I can give an explanation 
which would be helpful. 

It says: 

Under the new program, 1955 stockpile obligations are estimated at $677,994,900, 
of which $579.2 million will be used for materials. 

These figures include not only the amount of the supplemental 
request, but also funds available to GSA from previous appropriations, 
In other words, that represents the total program for 1955 utilizing 
money available from previous appropriations and now adding to it 
the $380 million that is requested here. 

Now, coming down, it says: 

Of this latter amount, $479.5 million contemplates the purchase of stockpile- 
grade materials from the inventories of the “borrowing authority’? aecount— 

What that means is this: Over a period of the last few years the 
Government has entered into contracts under this Defense Production 
Act authority for the acquisition of a whole list of materials. The 
primary purpose in entering into those contracts was to step up produc- 
tion of those materials and add to the supply of the materials for 
defense purposes, and also for the purpose of the civilian economy, 
in order to get some of that production going. To do that, the Gov- 
ernment found it necessary to agree to ve some of these mate- 
rials under certain conditions; that is, if the price in some instances 
fell to a particular point then the Government agreed that if the 
company concerned desired to put that to the Government the 
Government would buy it. 

As a result of that the Government is constantly acquiring materials 
in this Defense Production Act inventory. What we are proposing 
is that to the extent we have not reached our minimum stockpile 
objective for those materials we will transfer them over to the 
stockpile; we will use stockpile funds to the tune of $479.5 million for 
the purpose of reimbursing this borrowing authority fund, this 
Defense Production Act fund. 
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In other words, that part of it is a bookkeeping transaction within 
the Government. The Government has already committed itself 
to the expenditure of that money. 

Mr. Jonas. But has not paid for the materials? 

Dr. Fuemmrinea. Oh, yes; it paid for the materials and paid for the 
materials out of this revolving fund. 

Mr. Anprews. How much is in the revolving fund? You have an 
authorization, as 1 understand it, of more than $2 billion? 

Dr. FLemmine. For all purposes set forth in the Defense Production 
Act, $2.1 billion. 

Mr. Anprews. How much revolving fund do you have? 

Dr. Fiemmine. The Congress said in passing the act that in 
determining how much 

Mr. Yarrs. Does anyone have the act? You are saying there are 
other purposes that fund may be used for other than stockpiling? 

Dr. Fiemmrina. Oh, yes. 

Mr. Purutipes. Including the administrative expenses of buying. 

Dr. Fiemmine. Section 303 of the Defense Production Act as 
amended reads: i 

To assist in carrying out the objectives of this Act, the President may make 
provision (1) for purchases of or commitments to purchase metals, minerals, and 
other materials, for Government use or resale; and (2) for the encouragement of 
exploration, development, and mining of critical and strategic materials and 
metals: Provided, however, That purchases for resale under this subsection shall 
not include that part of the supply— 
and so forth. I shall not read that whole proviso. 

Mr. Puiturpes. It would be interesting if they found they do not 
have the authority. 

Dr. Fiemmina. I am sure we have it. If I can go back to the 
explanation I was giving of it, it provides that at no time shall the 
probable ultimate net cost to the Government of all these contracts 
exceed $2.1 billion. 

Mr. Anprews. As I understood you a few minutes ago, I under- 
stood you had used about $1 billion of that authorization? 

Dr. FLemmine. We figure the probable ultimate net cost at the 
moment is $1 billion. 

Mr. AnpreEws. So you have approximately $1 billion remaining of 
the authorization? 

Dr. Fiemmina. Yes, $1.1 billion. 

Mr. Anprews. You could go out in the next 30 days and obligate 
the United States Government to the tune of $1.1 billion? And you 
would come in here and the committee would have to give you the 
money? 

Mr. Purxurrs. You could not stockpile with it, but you could pro- 
duce with it. 

Dr. Fiemmine. If we could establish the fact that by entering into 
some new contracts we could increase the supply of materials and that 
that supply was needed in connection with our defense program, we 
could obligate the Government for an additional amount. 

Mr. Anprews. You have an authorization of $2.1 billion? 

Dr. Fiemmine. That is right. 

Mr. Anprews. And from time to time when you think the price 
is right and the need exists you can go out and buy materials? 


|_| 


lf 


745 


Dr. Fiemminc. No. We can enter into contracts that will expand 
our existing production. 

Mr. Anprews. What is the difference? 

Dr. FLEMMING. Suppose, let us take zinc. That is a pretty poor 
illustration at the present time, but let us assume we needed to step 
up our domestic sources of supply of zinc and you have a mine which 
you are not operating at the present time and you could not operate 
it under present market conditions, that is, from an economical point 
of view, but you could get it underway provided we gave you a loan. 
That would be one possibility. Or you could get it underway if we 
were willing to guarantee a loan. That would be another possibility. 
Or you could get it underway if we agreed to purchase certain quanti- 
ties if the price reached a certain level. 

Mr. ANDREws. Support the price? 

Dr. Fuemaine. That is right. The Government says if the price 
falls below a certain level the Government will buy it at a certain price. 
That is what has come into this inventory and that is what we propose 
to turn over into the stockpile in many instances. 

Mr. Yates. How much of the borrowing fund is charged to the 
publie. debt? 

Mr. Parne.u. The probable ultimate net cost will ultimately be 
charged to the public debt. 

Mr. Yates. You have an authorization of $2.1 billion? 

Mr. PARNELL. Yes. 

Mr. Yates. And you have used $1 billion? 

Mr. Parne.u. Yes. 

Mr. Yares. Presumably if you had the conditions Mr. Andrews 
enumerated, right price and need for materials, you could go out and 
spend the balance? 

Mr. Parne.uu. That is possible. 

Dr. Ftemmina. But it is not probable. 

Mr. Yates. When does it become chargeable to the public debt? 

Mr. ParNELL. When it is necessary to borrow the cash and make 
the expenditure, then only does it become a charge to the public debt. 
These expansion contracts cover a long period of time. It is a con- 
tingent lability rather than a current liability. 

Mr. Yates. If you have a contingent liability, is it chargeable as a 
part of the public debt? 

Mr. No. 

Mr. Jonas. Is this a correct statement about that borrowing 
authorization, that it is not an appropriation and that the appropria- 
tions you ask for are necessary to purchase some of the materials 
contracted for under the borrowing authority? 

Dr. Fiemmine. That is correct. 

Mr. Yates. Are you saying you have to get appropriated funds in 
order to pay for the materials that you have contracted for? When 
do you borrow from the Treasury? 

Mr. Parneti. GSA borrows from the Treasury when they need 
cash to meet a commitment. If they can sel] some of that material 
to the stockpile, which we are now asking, they can immediately repay 
the Treasury. The charge is then against the stockpile. 
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Mr. Yates. Are you saying you do not borrow funds from the 
Treasury in order to meet materiel commitments other than through 
the use of appropriated funds? 

Mr. Parne.u. I did not say that. I said under the borrowing 
authority, GSA only goes to the Treasury when it becomes necessary 
to actually pay the bill. 

Mr. Yares. Where does your revolving fund come in? 

Mr. Parne tu. That is the revolving fund. We have allocated it 
to GSA to use. They borrow from the Treasury and repay to the 

Mr. Yates. And they repay through the appropriated funds? 

Mr. Puiturpes. Wait a minute, only if it is put in the stockpile. 

Dr. Fiemmine. That is right. 

Mr. Yares. Are there any materials you have in your inventory 
that are not in your stockpile? 

Mr. ParNELL. Yes, sir. 

Mr. Yares. Where did you get the money to pay for those? 

Mr. Parnewu. Borrowed it from the Treasury. 

Mr. Yates. Who borrowed it? 

Mr. Parnety, GSA. 

Mr. Yares. And it has not received appropriations for that yet? 

Mr. Parnety. Some of the materials have not been appropriated 


Mr. Yates. They have been paid for? 

Mr. Right. 

Mr. Yates. So that materials have been purchased without the 
use of appropriated funds? 

Mr. Parnewu. That is right. 

Mr. Yares. I got a different impression from the answer to Mr. 
Jonas’ questions. 

Mr. Anprews. Off the record. 

(Discussion off the record.) 

Mr. Anprews. You have the authority to buy and when the time 
is right you do buy regardless of whether you have the money, and if 
you do not have it, you borrow it. Then you come here and want 
some money to repay what you borrowed? 

Dr. Fiemmina. There is this distinction, and it is a very funda- 
mental distinction. We do not go out and simply acquire materials 
for the sake of acquiring materials. We would only enter into con- 
tracts for the acquisition of materials if by so doing we could expand 
our domestic sources of supply. The acquisition of materials in a 
sense is a byproduct of or is incidental to the major program. If the 
price on some of these commodities had not dropped to a certain point, 
we never would have acquired them at all, and to the extent we get 
them, we would have to get them under stockpile appropriations. 
This is just a way whereby the Government, — committed itself 
to acquire materials under certain conditions in order to bring about 
expansion, can now take certain of those materials that it has acquired 
and put them in the stockpile. In other words, you take those 
materials and put them in the stockpile instead of going on the open 
market and buying materials and putting them in the stockpile. 

Mr. Yarss. Why did you not ask Congress for funds to permit you 
to buy all these materials and put them in the stockpile? 

Dr. Fiemmina. We do not have an open-end stockpile program. 
We have always operated the program against an objective, and if 


tl 
for. 


747 


the objective has been reached our assumption is we do not have 
authority to use stockpile funds to put additional material in the 
stockpile. 


PuRPOSES AND OBJECTIVES OF THE PROGRAM 


Mr. Yares. But your objectives are variable, and when you say 
you do not have an open-end program, of course you do have one. 

Mr. Puiurps. There are two points involved: what we want our- 
selves, in the Government, in a stockpile, and what we want for the 
development, say, of a metal industry, not only for the Government, 
but in Chicago, California, or elsewhere. I could think of nickel, 
zinc, and other things. We do not want to buy all the nickel and 
zine and sell it to those who want to use it, but that is done so we 
have a chance to buy some and put it aside for our own use. 

Mr. Anprews. The main purpose is to have an adequate supply 
of strategic and critical materials in case of an emergency. 

Dr. Ftemmina. We have two objectives. We want a domestic 
mobilization base that will produce, when needed, certain amounts. 
We realize that in certain areas you cannot develop a base that would 
produce everything we would need in case of war. We decide what 
our need would be and that is our objective for the stockpile. 

If I ean come back to your observation, you said in effect this was 
an open-end program? 

Mr. Yares. Yes. 

Dr. Fremmina. An open-end program, to my mind, would be where 
you acquired these materials without any objective at all. 

Mr. Yates. Let us call it a semi open-end program. 

Dr. Ftemmina. These objectives are, of course, subject to review 
constantly as conditions change constantly. If the military require- 
ments go up, our objectives go up. A great many of the objectives 
will go up beyond where they were under the minimum stockpile 
contract, but we do try to have a goal even if the goal may shift from 
time to time. 

Mr. Yares. I got the impression from what Mr. Phillips said that 
you have a stockpile and a metals fund. 

Mr. A program. 

Mr. Yates. But the program is for essential civilian production, 
is it not? I had assumed the stockpile was not only for defense but 
for all basie needs of the community. If that is true, there is no 
need for the second inventory that you mentioned because presumably 
the purposes of the stockpile were to take care of the needs you 
mentioned, too. 

Mr. Puiuurps. You wanted to be sure you could lay your hands 
on what you needed. 

Mr. Yates. Yes, by putting it in the stockpile. That is the reason 
I cannot quite grasp why there should be an inventory over and 
above the stockpile. 

Mr. Puitures. What you are saying is that this is not done in a 
very simple way. But when did you know the Government to do 
a thing in a simple way? What we are doing this morning is ear- 
marking $380 million more material than we thought we needed. 

Mr. Yates. The question that comes to my mind is this: If the 
stockpile is to be used for national defense and essential civilian 
requirements, why do they buy materials above that? 
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Dr. Fiemmina. I think I can be of help in answering that in this 
way. The Government entered into one of these production expan- 
sion contracts that said if the price drops to a particular point you 
can “put” your total output to us and we will buy it. When the 
Government entered into that sort of contract it did not know how 
much would be “put’’ to it, so it did not enter into that contract in 
the sense of relating what it thought it was going to get from that 
contract to its stockpile need. It entered into it,for the purpose. of 
getting production expansion. 

Mr. Yarers. Was this a fixed price support or a flexible price 
support? 

r. FLEMMING. Most of these were fixed. 

And having entered into that contract, now it has “put” to it 
material, some of which can be used in the stockpile because the 
stockpile objective has not been reached. But as to some materials 
the stockpile objective has been reached and we still have some of 
that material on hand in this ‘borrowing authority” inventory. I am 
not criticizing anybody for that. 

Mr. Yates. Is that because of the lowering of the objective? 

Dr. Ftemmina. No. As a matter of fact, the stockpile objective 
may have been increased in the meantime. 

Mr. Yarsrs. And you still have a surplus? 
oe Fiemmina. Yes. The question remains, how do you handle 
that? 

Mr. Yarss. In other words, this is comparable to the farm surplus. 
You now have a metal surplus with the same situation, namely, a 
fixed price support. 

Mr. Puitirs. We tell the farmers, instead of growing alfalfa 
next year we want them to turn their land into Baal die or flax for 
defense purposes and they say they do not want to do it because they 
do not know what the land will produce. We say we will guarantee 
them that if they do they will sell their product at a certain bottom 
price. The only difference between this and the farm program is that 
the farm program is a continuous program year after year, while this 
program, and the farm program during the war years, was to stimulate 
production in certain commodities which we thought we were short of. 

Mr. Yarezs. I think it is important to find out, with respect to 
those contracts that are being overrun now, how many more years 
they have to go and how much more money it will cost us. 

Mr. Puiuurrs. Who has a crystal ball? 

Dr. FLemmine. We make some estimates in connection with our 
borrowing authority. 

Mr. Yares. You do not need a crystal ball so far as the period of 
the contract is concerned. 

Mr. Puiturps. No, but how much will industry absorb in that time 
and how much will we decide we want to stockpile for national-defense 
purposes? 

Mr. Yates. We have certain tangible criteria which will enable 
us to estimate just what the cost will be in the future predicated on 
the conditions we have taday. I would like to find out what overruns 
we are faced with and in how many different metals, because I think 
it is liable to be very costly to the taxpayers. I would like to know 
how many materials are in our strategic and critical materials program. 
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NUMBER OF MATERIALS IN THE STOCKPILE PROGRAM 


Dr, FLemmina. Seventy-four. 

Mr. Yates. With respect to how many of them have your objec- 
tives been met? 

Mr. CLEevELAND. Forty-nine. 

Mr. Yates. With respect to the 49 for which your objectives have 
been met, do you still have valid contracts which compel GSA to pur- 
chase additional quantities of those materials? 

Dr. FLemMinea. Yes. 

Mr. Yares. Of how many of the 49? 

Dr. Fiemuine. I will have to qualify my answer because you say 
‘“‘which compel GSA to purchase.”’ 

Mr. Yares. I mean pursuant to legal contracts. 


PRINCIPAL MATERIALS IN ‘‘ BORROWING AUTHORITY’ INVENTORY 


Dr. Ftemminc. There are three materials which will represent the 
bulk of our DPA inventory on June 30, 1955; tungsten, titanium, and 
tin. We estimate the value of this inventory will be about $450 
million. 

Mr. Yates. As of the present time? 

Dr. Fuemmina. On June 30, 1955, tungsten will amount to about 
$270 million. That is a good example of how we get some of the over- 
runs. The Congress, under Public Law 206, directed the Government 
to continue to buy tungsten until 1958. 

Mr. Yarss. Congress directed the GSA to buy tungsten specifically? 

Dr. Fusmmine. That is right. 

Mr. Yates. In the law? 

Dr. Fiemmine. That is right. Mr. Morgan can give you all thie 
materials covered in that law. 

Mr. Morean. Tungsten, manganese, chromite, mica, asbestos, 
beryl, and columbium-tantalum-bearing ores and concentrates. 

Mr. Yates. Seven materials? 

Mr. Moraan. Yes. 

Mr. Yates. Are you required to purchase those until 1958 in spe- 
cific amounts? 

Mr. Morean. Originally they were purchased under authority of 
the Defense Production Act. hey had varying periods of expiration, 
some 2 or 3 years and others 4 or 5 years. The Congress, in this law 
passed in August 1953, Public Law 206, stated that the terminal period 
in each case would be extended 2 years. The extension for 2 more 
years from the time the mines had reached maximum rates of produc- 
tion means that much more material will come to the Government. 

Mr. Yates. Did the law require the purchase of minimum amounts? 


TUNGSTEN 


Mr. Moraan. It requires the purchase of minimum amounts 4s 
announced in the program. In the case of tungsten the original pro- 
gram stated that the Government would take up to 3 million short-ton 
units, but the original expectation was that by the time the program 
expired on the original date somewhat less than the 3 million units 
would have been produced and sold to the Government. 
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Mr. Yates. How much have we purchased actually? 

Dr. Fiemmina. About 1 million. 

Bee Yares. And you are required by law to continue purchasing 
that? 

Mr. Moraan. Until they get to the 3 million short-tons units under 
the guaranty. 

Mr. Yates. Was there a minimum established in the law? 

Mr. Moraan. No, a maximum. 

Mr. Yates. Now you seem to imply that you have to purchase up 
to that amount. Why do you have to do that? 

Mr. Morecan. The form of the guaranty made to the miner is that 
the Government will buy all materials offered to it at $63 a unit up 
to the limit of 3 million short-ton units within a time limit. They have 
to take everything up to this quantity. 

Mr. Yares. Your objective has been met and you are still required 
to take additional amounts, is that correct? 

Dr. Fiemmina. That is correct. 

Mr. Yates. Until 1958? 

Dr. Fiemmina. That is right. 

Mr. Yates. Or at any time in the future until you reach the 3 
million mark? 

Dr. FLremmine. That is right. 

Mr. Yares. And that is pursuant to contract rather than pursuant 
to law, is that correct? 

Dr. Fiemuinc. It was a contract entered into under the Defense 
Production Act. 

Mr. Yarus. When was that contract entered into? 

Mr. Morcan. It was not a specific contract. It was a general 
geemotr to all miners announced by publishing it in the Federal 

egister and having the individual miners signify their intention to 
participate in the program by communicating with the Defense 
Materials Procurement Agency, now a part of GSA. It is a guaranty 
to all domestic miners who produce tungsten that the Government 
will buy it. That regulation was issued originally in May 1951. 

Mr. Yates. What was the goal established at that time? 

Mr. Moraan. It was to run for a period of 5 years and the goal was 
3 million short-ton units. It carried a base price of $63 a unit. At 
that time the world price was about $80 a unit and the United States 
ceiling price was approx'mately $65 a unit. Later, at the time the 
world price dropped below the $63 floor in the guaranty—— 

Mr. Yarrs. When was this? 

Mr. Morean. About 2 years ago—then the miners started ‘“put- 
ting” it to the Government. 

Mr. Yates. What is the world price now? 

Mr. Moraean. About $30. 

Mr. Yares. And what are you paying for it? 

Mr. Moraan. $63. 

a Youne. You still must buy twice as much as you have already 
ought! 

Dr. Fiemaine. That is right. 

Mr. Yates. At $63. This is true of tungsten. What other 
materials do you have comparable contracts for? 

Dr. Fremmine. Going back to the three materials that comprise 
the bulk of the estimated DPA inventory on June 30, 1955, another is 
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titanium, which represents approximately $36 million; but that is no 
problem at all because we will ultimately resell that without any 
question. 

Mr. Yates. At a profit or loss? 

Dr. Fiemmina. Mr. Walsh, will you answer that? 

Mr. Wausn. I think at a profit. 

Mr. Puituires. There are also materials on which we are still in 
short supply. 

Mr. Yates. I am only asking for materials where the stockpile 
objective has been met. 

Mr. Puiuuirs. You want the balance to work on both sides. 

Mr. Yates. | am trying to find out the status of the entire program. 
We cannot publish in the record the situation with respect to the 
accumulation of stockpile material because it is classified information, 
but we can certainly talk in terms of overruns and what we are faced 
with, and I think we should know what the cost is in storage charges 
on these overrun materials. 

TIN 


Dr. Fiemminc. We can give you a table on that. I do have 
information on the three materials that account for most of the esti- 
mated DPA inventory on June 30, 1955. ‘Tin is the other one. We 
have no overrun under past commitments but one may occur in the 
future due to the fact that the Congress is about to direct us to con- 
tinue the operation of the Texas City tin smelter. At our request, 
the House committee, in reporting this concurrent resolution, inserted 
a provision to the effect that future production from the smelter may 
be put in the stockpile. I asked frankly for that so that it would be 
clear what policy was to be followed. 

Mr. Yates. You mean the entire overrun? 

Dr. Fuemmina. Yes. It is not in the Senate version of the con- 
current resolution. Otherwise, we would be faced with the alternative 
of either holding some tin for an indefinite period of time or dumping 
it on the market, which I do not think is a good thing for the Govern- 
ment to do. We are not asking for any money for that now. When 
we come up for fiscal 1956 appropriations we will probably ask for 
some money to put the additional tin in the stockpile, particularly 
if the concurrent resolution is passed. 


TITANIUM 


Mr. Yares. What are you required to pay for titanium in your 
contract? 

Mr. Watsu. Some are at $5 and others at the market price which 
now is $4.72. 

Mr. Yares. Has that market. price been falling or going 4 


Mr. Watsu. It has dropped from $5, which was the prevai 
for a long time, to $4.72. 

Dr. Fiemmina. Everything we are doing in titanium is for the pur- 
pose of stimulating expansion, because here we have a material that is 
very essential to the defense program, and we are entering into con- 
tracts in order to expand production facilities and make more of this 
material available over a period of time. 
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Mr. Yates. Presumably that argument is applicable to each of the 
materials in the program? 

Dr. Fiemmine. That is right, but titanium is in a developmental 
stage and has not found a general market. 

Mr. Yares. What is the price called for in the contract for tin? 

Mr. Waxsu. The purchases of tin are made by the RFC. I under- 
stand it is the published Singapore market price. 

Mr. Yarezs. bo the contracts for all the materials on which the 
objective has been met run to 1958? 

Dr. Fiemmine. No. Let me read that section of the law. 

Mr. Yares. Mr. Morgan stated with respect to tungsten that 
purchases were required until 1958. 

Mr. Morean. That is correct. 

Dr. Fuemine. Or up to 3 million units. 

Mr. Yarers. Do the other materials have a minimum amount to 
be purchased according to the contracts? 

Mr. Morean. The seven in the general regulations all have a 
quantity and a date. 

Mr. Yates. And these are the seven to which you testified a mo- 
ment. 


0? 
M Yes. 


OVERRUNS IN MATERIALS PROGRAM 


Mr. Yarss. Do those contracts contain minimum amounts to be 
purchased? 

Mr. CLeve.anp. In the list of materials that are expected to be in 
the DPA inventory as of June 30, 1955, there are 4 that are of non- 
stockpile grade and that accounts for $38 million. As to all the other 
materials, there is room in the new long-term objectives for eventual 
transfer to the stockpile, with the probable exception of tungsten. 

Mr. Yares. I do not think you have answered my question. Will 
you read the question? 

(The question referred to was read as follows:) 


Do those contracts contain minimum amounts to be purchased? 


Mr. CLevELAND. Yes. 

Mr. Yares. Can you supply for the record the amounts to be pur- 
chased of each of those materials? I assume you would not have them 
at hand, or do you? 

Mr. CLeve.anp. We have estimates of what is expected. We are 
estimating what miners will bring in and “‘put’’ to the Government. 

Mr. Yates. You do have, however, knowledge of how much ma- 
terial you have already received? 

Mr. CLEVELAND. Yes. 

Mr. Yares. And you have knowledge of what your minimum re- 
quirements are and what your current price is under the contract and 
apart from the contract, such as the world price, as of the present 
time? 

Mr. CLeve.anp. That is correct. 

Mr. Yates. Because you have now purchased $450 million of ma- 
terials above your stockpile objectives. 

Mr. CieveLann. No. That is the estimated value of the DPA 
inventory on June 30, 1955. 
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Mr. Yates. Does that mean the value is not the same as the cost? 

Mr. CLEVELAND. I believe that is the estimated cost. 

Mr. Yates. So that you are saying “‘yes’’ to my question. Are we 
not in agreement that this is the cost of what you have paid for over- 
runs as of the present time? 

Mr. CLEVELAND. No. 

Mr. Yates. What is the cost of the overruns as of the present time? 

Mr. Watsu. We will have to furnish that. 

Mr. Yares. What is the $450 million estimate? 

Mr. CueveLaNn. That. is the value of the materials in the DPA 
inventory as of the end of fiscal year 1955. 

Mr. Yares. Which are not necessarily overruns? 

Mr. CLeveLanp. That is correct. 

Mr. Yates. What portion of the $450 million is constituted of 
overruns? 

Dr. FLemmina. May I step in and say this. We will not be able 
to give you that answer specifically until we have set all our long- 
term stockpile objectives, which we are now in the process of doing. 
What now looks like an overrun in that it is above the stockpile 
objective, in many instances will go into the stockpile under the Jong- 
term objectives. 

Mr. Yarns. Let us take a certain time for your overruns. It is 
true your objectives vary so that what may be an overrun now may 
not be an overrun in a couple months because you may vary your 
objective. 

r. FLemmina. That is right. 

Mr. Yates. What time do you want to select as being a time 
certain so that the committee may know how much is being spent by 
the Government for materials over and above its requirements? 

Dr. FLtemminea. Let me put it this way: If the Congress appropri- 
ates the funds we are requesting at the present time, by June 30, 
1955—and I would like the technicians to check me on this—by June 
30, 1955, we will have put into the stockpile all of the materials in the 
DPA inventory for which there is room under our minimum stockpile 
objective. Having done that, we will still have materials in this 
inventory totaling approximately $450 million, and we can give you 
that list and show you how we arrive at that total. 

In doing that we will state that in many instances those materials 
in the inventory totaling $450 million will in all probability be trans- 
ferred into the stockpile under the long-term stockpile objectives we 
are now developing. 

Mr. Yates. Let me suggest this to you. You come before this 
committee with the status of a stockpile program as of a certain time 
and tell us that with respect to certain of the materials the objectives 
have been completed and with respect to others there is a certain 
percentage of completion. 

Dr. Fiemmine. That is right. 

Mr. Yares. Of the 74 materials you say the objectives with respect 
to 49 have been completed. The objectives as to 49 materials have 
been completed up to the present ttme? 

Dr. Fiemmine. With respect to the minimum stockpile objectives, 
that is right. 

Mr. Yates. As to those 49 you are still buying overruns of those 
materials, are you not? 
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Dr. Fiemmina. We are not going into the open market to buy any 
of those materials. Some of them are being acquired under previous 
contracts for production expansion. 

Mr. Yates. Are there any of the 49 metals whose goals have been 
completed that you are no longer buying? 

Dr. Fiemmine. Sure. 

Mr. Yates. How many of them? 

Mr. CieveLanp. All of them. 

Dr. FusmMinc. Wait a minute. 

Mr. Yares. You have 74 materials in the stockpile program? 

Dr. Femina. Yes. 

Mr. Yates. And with respect to 49, you have completed the ob- 
jectives? 

Dr. Yes. 

Mr. Yates. And are you still buying those 49 materials? 

Mr. Puiturps. They are not buying them out of that money to 
put in the stockpile. 

Dr. Fiemminc. The answer to your question is ‘“‘yes.”” Could I 
amplify? 

Mr. Yates. Sure. 

Dr. Fiemmina. In some imstances we are still acquiring some of 
those materials under previous contracts entered into under the 
Defense Production Act. 

Mr. Puitures. Those items they are still buying under contract 
but not yet putting in the long-term stockpile, they may sometime in 
the future buy some of those to put in the long-term stockpile. They 
may transfer them to the long-term stockpile. 

Mr. Yares. That is what Dr. Flemming has said, but he says they 
have achieved their goal as to 49 of those metals as of the present time. 

Mr. Puruures.- The present goal. 

Mr. Yates. Yes. When you say minimum you mean maximum as 
well, because you mark that program completed as of this time? 

Dr. Fiemmine. We are usmg that expression for the purpose of 
distinguishing those goals from the long-term stockpile goal. 

Mr. Yares. Does this sheet you brought in mean anything, then? 

Dr. FLemmine. The GSA prepared this and in preparing it in this 
way they are absolutely correct because at the moment as far as these 
items are concerned we have only minimum stockpile objectives. 
Under the President’s directive we are now developing long-term 
stockpile objectives. 

Mr. Yates. Long-term minimum stockpile objectives? 

Dr. Ftemmine. No, long-term stockpile objectives. After we 
finish that, GSA will prepare a new table for you and show you the 
minimum stockpile objectives which will show that 49 are completed. 
Then we will show you the long-term stockpile objectives and in many 
instances they will not have been reached in those 49 cases, and where 
they have not been reached, in the future GSA will come in and ask 
for funds to transfer some of the DPA inventory into stockpile. 

Mr. Yates. I recognize that, Dr. Flemming, as a very laudable 
explanation. The difficulty I have with ini] hakvawen, is that as a 
member of the committee trying to determine where we are in terms 
of monetary demands for the stockpiling program, I examine the 
justifications given us and find that as of a certain date 49 materials 
in the stockpiling program have met their goals. Is that correct? 
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Dr. FLemmine. Yes. 

Mr. Yares. And you are still buying beyond those goals under the 
supposition that some of those goals may be increased in the future? 

r. FLemmine. No. We are acquiring them only because we are 
living up to prior commitments of the Government on the DPA 
program. 

Mr. Yates. Is that true of all 49? You are still buying all 49? 

Dr. FLemmine. Wait a minute. Here are the 49 materials. As 
far as some of the materials are concerned, the Government is still 
acquiring materials under previous contractual commitments. As 
to others, it is not continuing to acquire under previous commitments, 
and it is not making new commitments where objectives have been 
met. I will have to show you that breakdown. 

Mr. Puiturrs. You can make that simpler by asking Mr. Flemming 
to give you a statement of the number of materials they are still 
buying under contractual agreements which have passed what was the 
goal, and to make an estimate after each of those as to whether he 
thinks in the future it will be necessary to use some of that material 
already bought for further stockpiling. 

Mr. Yares. I have been trying to do just that. With respect to 
the 49 that have reached their goal, how many are you still buying? 

Dr. FLiemmina. I will have to furnish that. 

Mr. Yares. I then asked what are the minimum requirements of 
those you are still buying? 

Mr. Putuuipes. He does not have that but will furnish it. 

Mr. Yarss. I would like to know what the price is at which those 
materials must be purchased and what is the world price. 

Mr. Puiuuirs. I do not know if that can be on the record. 

Mr. Yares. Let me make myself clear that I do not want anything 
put on this record that should be classified. 

Mr. Puiuuirs. What is not put in the record can be given you. 

Mr. Yates. I want to find out what our financial commitments are 
for the purchase of materials over and above our objectives and also 
what additional charges other than the purchasing are accruing to 
the Government, such as transportation, storage, and so forth. Right 
now you say we have overruns of some figure that is in the neighbor- 
hood of $450 million, not quite $450 million? 

Dr. Fiemmine. | want the opportunity to correct that figure. 

Mr. Yarss. Let me ask this question. With respect to the materi- 
als that are in your so-called borrowing fund inventory, are there any 
of these materials that may never be transferred to the stockpile? 

Mr. Yes, probably. 

Dr. Fiemmine. Yes. If they are just kept indefinitely you will 
reduce your borrowing authority by that amount. 

Mr. Yares. Where do you store you materials that you have in 
your borrowing fund inventory? 

Mr. Wausu. Principally at the depots where the materials are 
being collected, at the collection depots. The other materials are 
moved to Government locations and kept in storage on Government 
locations. 

Mr. Yates. Are you saying there are no storage charges on the 
materials that are in the borrowing fund inventory? 

Dr. Fiemmuinea. There are storage charges, yes, sir. 

Mr. Yarss. Can you compute them? 
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Dr. Ftemmine. They are computed item by item. We can furnish 
you with that. 

Mr. Yates. All right. You will furnish that for the record, then. 

(The information requested is classified information and was sup- 
plied to the committee.) 

Dr. Ftemmine. Mr. Chairman, could I make this statement, 
growing out of the discussion we have been having here? In the 

rst place, the whole picture is a little bit more confusing at the 
moment thaa it will be in a couple of months by reason of the fact 
that we appear just at the time that we are beginning to carry out the 
President’s directive of setting these long-term stockpile objectives. 
Once we have set these long-term stockpile objectives the whole 
picture will be much clearer, I think, to us and to the Congress and to 
everybody concerned. 

The second thing I would like to say is this: Part of the confusing 
picture grows out of the fact that in this whole metals and minerals 
field particularly we are all trying to work toward—and when I say 
“we”? I mean the Congress and the executive branch—two objectives. 
One objective, of course, is our stockpiling program. In other words, 
we want to set sound objectives and go out and acquire materials and 
reach those goals so that if we should become involved in an all-out 
mobilization we would have positive and immediate access to those 
materials, The other thing is that we are also very much interested, 
all of us, in maintaining a sound domestic mobilization base as far as 
these materials are concerned. 

That, of course, is why the Congress passed last year this law which 
says that so far as tungsten is concerned, for example, even though 
your commitment to the miners was that you were going to buy up 
until 1956 we direct you to extend that to 1958. Why did Congress 
do that? They did it because in their judgment it was essential to do 
that in order to maintain the domestic mobilization base as far as these 
seven materials are concerned. 

That, of course, is basically why the Congress gave the executive 
branch the revolving fund authority in the Defense Production Act. 

Of course, we must remember that it was passed right after the 
outbreak of hostilities in- Korea, when the Nation was up against 
very serious shortages so far as strategic and critical materials were 
concerned. Congress said, “Look. e are going to do everything 
we can to meet this existing emergency and to try to put this country 
in a position where it will have domestic sources adequate to take 
care of its needs during an emergency.” 

They put the revolving fund authority in the hands of the executive 
branch and in effect said to the executive branch, “Look. You go 
out and negotiate and make the best arrangements you can to pro- 
vide us additional domestic resources so far as these materials are 
concerned.” 

Mr. Yates. Very well. 

Dr. Fiemmine. That is what the Government did, and what we are 
working on. 

CANCELLATION CLAUSES 


Mr. Yatus. Let me ask you this question: Do these contracts con- 
tain cancellation clauses? 
Dr. Fiemmine. Mr. Walsh? 
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Mr. Watsu. Not all of them. Some of them do. I would say the 
greater majority of them do not. 

Mr. Yates. The greater majority do not. Have the cancellation 
clauses been exercised in any instance? 

Mr. Watsu. Yes, we have canceled out a large amount of man- 
ganese, out of Mexico. 

Mr. Yares. Have you used the cancellation clause in every instance 
where you have met your stockpile objective? 

Mr. Watsu. No. 

Dr. Ftemmine. And we would not want to in every instance, 
because if we did it in some instances we would be defeating the 
primary objective of the Congress: namely, to maintain the domestic 
mobilization base. 

When we are dealing with some of these foreign sources and so on, 
that is a different problem, but so far as the domestic sources are con- 
cerned if we reduce them through contract cancellation we would 
reduce possible overruns to some extent: but at the same time we 
would undermine our domestic mobilization base. 

Mr. Yates. May I have some additional information with respect 
to the information | have already requested; namely, information as 
to which of the 49 materials you are going to furnish the information 
about contain cancellation clauses, and in which instances cancella- 
tion clauses have been exercised. 

Dr. All right. 

Mr. Purures. I think so. 

(The information was supplied to the committee.) 

Mr. Putuurrs. I do not want to get into an extended discussion, 
but how would you have handled it? 

If we had had over here one program to develop the industry to 
produce aluminum to be sold to the aluminum plants, and to produce 
something else, and then over here we had a program of stockpiling, 
could you have gotten these people to go out and develop their mines 
rae industrial plants with cancellation clauses in there, do you 

Mr. Yates. We did that in the power company cases. We pro- 
vided for cancellation costs. 

Mr. Putuurps. In many of those cases that is true. 

Mr. Yates. During the war we provided for procurement of vitally 
needed supplies, such as aircraft or vitally needed materials. The 
contracts contained a clause that in the event of cancellation the 
contractor would be paid his just costs. 

Mr. Putuurrs. In other words we would have paid a penalty. 

Mr. Yates. That is possible. 

Mr. Putuurps. That is all right. 

Mr. Yates. I would assume these cancellation clauses provide for 
the payment of a penalty, also, do they not, Mr. Walsh? Is there a 
penalty of some kind? 

Mr. Wausax. Some of them do, yes. 

Mr. Yates. I would think so. 

Mr. Puiurps. That is all right, and that is a good answer. The 
thing which occurred to me is that I do not know how we could do it 
without somewhere in the process taking a loss. That was my point. 

Mr. Yares. I would agree as to the necessity for offering reasonable 
incentives to stimulate production when required to meet an emer- 


gency. 
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Mr. Pururrs. That is right. 

Mr. Yates. However, the question remains: What do we do when 
we reach our goals? Ordinarily in the past we have provided for 
that contingency by saying that we will protect the contractor against 
undue lo ro paying a cancellation cost to him. 

Dr. FLemine. Might I say right there, Congressman, that we have 
two goals we must sa ways keep in mind. One goal is to reach our 
stockpile objective, and the other goal is to maintain a domestic 
mobilization base. In some instances we do not want either to have 
the cancellation clause or to exercise rights under the cancellation 
clause if it is going to destroy our domestic mobilization base, because 
in many respects that is a surer way of putting us in a bad position 
from a defense or security point of view than failing to reach the stock- 
pile objective. 

As between the two, I would rather have my domestic production 
to fall back on than to lean too heavily on my stockpile goal. 

Mr. Yates. Is this not part of the so-called objective of the strategic 
and critical materials program? Should the objective or the goal to 
be reached not take into account the fact that you do want to keep in- 
dustries turning out these materials, and, therefore, you should have 
an objective which takes that into account? 

Dr. Fiemmine. That is right. 

Mr. Yarrs. Presumably, if you meet your objective in amount 
you have also met your objective of keeping the industry going. 

Dr. Ftemmrina. But if we reach our objective and then take action 
which results in the closing down of a mine and lessening our domestic 
production then w2 must turn around and raise the objective again 
in order to allow for the fact that we have lost that particular source 
of supply. 

Mr. Yares. All right. 

Dr. Fiemmrine. As you can appreciate as well as I do, the stockpile 
objectives reflect a lot of subjective judgment. The people who set 
them may conceivably be wrong. If they are wrong and we have a 
domestic source of supply that we can fall back on, we can correct 
the error. That is why I feel that a great deal of emphasis has to 
be put into keeping our domestic sources of supply in existence. 

Mr. Yarns. Off the record. 

(Discussion off the record.) 


COUNTERPART FUNDS 


Mr. Yares. Are foreign currencies used in the purchase of strategic 
and critical materials in any instances, or are dollars used? 

Mr. Watsu. There is material flowing into the stockpile which was 
generated as the result of counterpart funds, which was the local 
currency of the country. The purchases made by us here do not 
involve any foreign funds at all; they involve dollars only. But there 
is a flow of material coming to the stockpile whichis acquired and 
paid for in the currency of the country through the generation of 
counterpart funds. 

Mr. Yates. I see. That is what you receive from the Foreign 
Operations Administration? 

Mr. Waxsu. That is correct. 
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Mr. Yates. Do they use dollars for their purchases, or do they use 
counterpart funds for their purchases? 
Mr. Watsu. They use counterpart funds. 


NICKEL PROGRAM 


Mr. Yates. May I ask you a question about the operation of the 
nickel program? 

I still receive complaints from nickel people that they are not 
getting enough nickel. I can understand that, because you just have 
not met the needs of your stockpile. 

Dr. Fiemmina. That is right. 

Mr. Yates. But with respect to the allowable allocation of nickel 
among civilian users, it seems that there is a disproportionate amount 
of nickel which is going to, let us say, stainless steel as opposed to 
the metal finishers, based upon the proportion they had received 
under the operation of the controls program. 

Do you have any responsibility for that allocation at all, or is this 
strictly a Department of Commerce responsibility, or is it no depart- 
ment’s responsibility? 

Dr. Fiemmina. No department has responsibility for allocation 
of nickel; I mean, among civilian users. 

Mr. Yares. Is that correct? 

Dr. Fiemmina. We have stated from the beginning that if any 
civilian user felt he was being discriminated against by producing or 
distributing companies we would be very glad to have him take it up 
directly with the Department of Commerce, and the Department 
of Commerce in turn will look into it. 

Mr. Yares. But you have no responsibility over this at all? 

Dr. Fiemmrne. It is something where the Government can simply 
use its good offices, but it cannot move in and say, “You must do it in 
a particular 

r. Yates. Have you received any complaints in this connection? 

Dr. Fiemmrina. I have not, recently, Congressman. About 8 or 9 
months ago we received some which we turned over to the Depart- 
ment of *, hate We have had a number of hearings before legis- 
lative committees on the matter, where some people who appeared 
have complained, but we have always asked to have those complaints 
channeled to the Department of Commerce. 

Mr. Yates. All right. Thank you. 

Mr. Puiurrs. Does that conclude your statement? 


ADDITIONAL USE OF MATERIALS EXPANSION PROGRAM 


Dr. Fiemmina. For the record, may I say that there was some 
discussion earlier in the hearing about the authority under which we 
were operating. I read the authority dealing with materials. Sub- 
section (d) of section 303 also reads: 


When in his judgment it will aid the national defense the President is authorized 
to install additional equipment, facilities, processes or improvements to plants, 
factories and other industrial facilities owned by the United States Government, 
and to install Government-owned equipment in plants, factories and other 
industrial facilities which are owned by private persons. 
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The borrowing authority can also be utilized for those pur : 
As a practical matter in that area it has been utilized primarily in the 
form of loans and guaranties. 

I just wanted to round out the record there. 

Mr. Chairman, also I think as you went up to vote, Congressman 
Yates asked me a question to which I did not have an opportunity to 
reply, but I will put a reply in the record, if that is satisfactory, al- 
though we have probably covered it since then. 

Mr. Puiuurrs. Is that satisfactory to Mr. Yates? 

Dr. Fiemmine. Is that all right? 

Mr. Yates. It is satisfactory. 


ADMINISTRATIVE EXPENSES 


Mr. Jonas. I think the record ought to show what part of this 
additional sum requested is involved in administrative costs. That 
would be directed, I suppose, either to Mr. Walsh or Mr. Cameron. 

Mr. Luewetiyn. [ will answer that. There is no additional 
amount requested in here for administrative expenses in connection 
with this supplemental request. We have no additional amounts in 
here for that item at all. We have indicated here in connection with 
each activity that the expense of operation is the same as under the 
original budget except for warehousing of added materials. 

Mr. Jonas. Directing your attention to the green sheets, they con- 
tain the full story, do they not? 

Mr. Yes, sir. 

Mr. Jonas. You show in the first box a reduction in this revised 
estimate over the previous one of $27,600,000. Will you explain 
briefly how that comes about? 

Mr. LiuEwe.iyn. The $27,600,000 is a change that was made by 
this committee in‘marking up the regular appropriation bill for 1955. 
We had asked in the original budget for an appropriation of 
$27,600,000 to liquidate contract authorizations, but the House said 
to take it out of the balance from prior years. 

Mr. Jonas. That is the money we took out in the House? 

Mr. Lurwe.iyn. That is correct. 


NO CONSTRUCTION PROGRAM FOR 1955 


Mr. Jonas. You show a reduction of $15 million under the item 
“Receipt and custody of materials.” Does that mean you found a 
cheaper way of maintaining custody and control over the materials 
than originally estimated, or is that the reduction we made from the 
original estimate? 

r. Lueweuiyn. No, sir. That has reference to the program 
presented in the original budget for construction of warehouses and 
tank farms for the storage of strategic and critical materials. The 
1955 bill, as you recall, provides that no amount included under that 
head could be used for construction. This revision reflects the 
deletion of the amount in the original estimate for construction. 

Mr. Jonas. Are there any other points to which attention should 
be called in the record as disclosed in the green sheets? We are 
making a record for the future, and your statement is that no part 
of this $380 million involves administrative expense, that it is reflected 
in the cost of stockpiling of materials? 
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Mr. Lurwetyn. The data on page 3 will indicate to you that of 
the $380 million practically all of it, or $379,544,000, is to be used for 
the acquisition of materials. 

There is, however, a small amount of $856,000 indicated for 
increased warehousing costs because of increased deliveries should 
we get this additional money and additional materials. That is 

rimarily for the purpose of handling the materials into warehouse 
ocations. 

Mr. Jonas. No additional personnel is requested? 

Mr. Lurnwe.iyn. No, sir. There is no change in the personnel 
figures as such. 


JUSTIFICATION OF THE ESTIMATES 


Mr. Jonas. We will make the complete justifications and tables a 
part of the record. 
(The material referred to is as follows:) 


APPROPRIATION LANGUAGE 


“Strategic and critical materials: For an additional amount for ‘Strategic 
and critical materials,’ $380 million to remain available until expended.” 


GENERAL 


The proposed supplemental appropriation of $380 million is for the purpose of 
acquiring additional materials for the Nation’s stockpile of strategic and critical 
materials. The estimate grows out of two recent developments. 

First, certain materials are now expected to be available in greater quantities 
than were estimated when the 1955 budget was submitted to the Congress. 

Second, the Cabinet Committee on Minerals Policy has developed new policies 
which will increase the objectives of the stockpile program and thereby further 
reduce our dependence on foreign sources of material during periods of emergency. 

The major portion of the funds requested will be used to purchase stocknile- 
grade materials in the inventories of the ‘‘Borrowing authority’ account, author- 
ized by the Defense Production Act of 1950, as amended. The inventories of the 
“Borrowing authority’? account are acquired as a result of contracts for the 
expansion of supply which were executed under the Defense Production Act. 


HIGHLIGHTS OF REVISED PROGRAM 


The original 1955 budget for strategic and critical materials submitted to the 
Congress contemplated total obligations in 1955 of $313,594,900 of which $199.6 
million was the estimated cost of materials. Of this amount, $187.6 million was 
to be used for the purchase of stockpile-grade materials from the ‘Borrowing 
authority’”’ account, and approximately $12 million was to be used for the pur- 
chase of materials in the open market. Under this financing arrangement, it 
was estimated that $661.7 million of stockpile-grade materials would remain as 
inventory in the “Borrowing authority” account on June 30, 1955. 

Under the new program, 1955 stockpile obligations are estimated at $677,994,900 
of which $579.2 million will be used for materials. Of this latter amount, $479.5 
million contemplates the purchase of stockpile-grade materials from the inventories 
of the “Borrowing authority” account and $99.7 million open-market purchases. 
Under the new plan, the “Borrowing authority’’ inventory of stockpile-grade 
materials is estimated at $369.8 million on June 30, 1955. 

The following table summarizes: 


{In millions] 


“Borrowing 
authority” 
inventories 


$479.5 
187.6 


291.9 


|| 
n 
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The sale ot inventories from the “Borrowing authority” account to the stockpile 
has no effect on the net expenditures of the Government, since it is merely a book- 
keeping transaction. 

The acquisition of materials on the open market is the governing factor from the 
standpoint of new obligations and expenditures. This phase of the program 
increases from $12 million in the original estimate to $99.7 million in the revised 
program—an increase of $87.7 million, 


STATUS OF ACQUISITION PROGRAM 


The total minimum stockpile objective, based on March 31, 1954, prices, is 
$6,716.5 million, plus $628.6 million long-term objective on certain commodities— 
a total of $7,345.1 million. Additional long-term objectives on other commodities 
are currently being considered by ODM. 

The value of the stockpile inventory as of March 31, 1954, based on prices as of 
that date, was $4,368.9 million. Additional materials valued at $903.4 million 
were under contract on March 31, 1954, for future delivery to the stickpile. The 
estimated value of Foreign Operations Administration surplus transfers after 
March 31, 1954, is $45.8 million. New materials to be contracted for during the 
fourth quarter of fiscal vear 1954 is $134.2 million. Accordingly, strategic and 
critical materials on hand or on order as of June 30, 1954, are expected to total 
$5,452.3 million. 

Thus, it is expected that 74.2 percent of the existing stockpile objective, meas- 
ured in dollars at March 31, 1954, prices, will be in invenotry or on hand as of 
June 30, 1954, leaving a balance of $1,892.8 million or 25.8 percent to be financed 
after fiscal year 1954. 

The amount requested for acquisition of materials against the existing objective 
in the revised 1955 budget is $579.2 million. This woula leave a balance 
of $1,313.6 million or 17.9 percent of the existing objective to be financed after 
fiscal year 1955. 


STATUS OF STRATEGIC AND CRITICAL MATERIALS APPROPRIATION 


Unobligated balance at end of fiseal year 1954 is estimated as 
follows: 


Unobligated balance June 30, 1953____..___.___._.___---- $438, 168, 272 
Applied to liquidation of obligations under contract authori- 
Estimated rotation reeeipts during fiscal year 1954________- 55, 000, 000 
Net Obligational authority... 463, 168, 272 
Fiscal year 1954 obligations: 
Less: Cancellations or downward adjust- 
ments of prior year contracts___...---_-- 111, 693, 728 
Net obligations fiscal year 1954__.___._.__.___--_-___- 198, 168, 272 
Estimated unobligated balance June 30, 1954________- 265, 000, 000 
Requirements for 1955 are estimated as follows: 
Estimated unobligated balance June 30, 1954____________- 265, 000, 000 
Applied to liquidation of obligations under contract authori- 
Estimated rotation receipts in fiscal year 1955__.______--__- 60, 594, 900 
Net obligational authority 297, 994, 900 
Fiscal year 1955 obligation program_____________--------- 677, 994, 900 


Net 1955 appropriation estimate___._.___._.----------- 380, 000, 000 
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Summary by activities, fiscal year 1955 
Previously 


considered 
by Congress 


Revised 


ence 
estimate Difference 


1. Acquisition of $276, 625, 335 156, 169, 335 | +$379, 544, 000 


(a) Cost of materials, minimum objective 99, 632, 000 682, 500 | +231, 050, 500 
(5) Cost of materials, long term objective . 493, 500 | +-136, 493, 500 
(c) Provision for contingencies 2, 000, 000 | +12, 000, 000 
(d) Expenses relating to donated materials. _. 2, 000, 000 2, 000, 000 
(e) Cost of rotation of materials - | 73,094, 900 3, 094, 900 
(f) Expenses of operation. --_-- x , 808, 435 , 898, 435 


2. Receipt and custody of materials_________. ‘ 36, 969, 565 21, 825, 565 —15, 144, 000 
(a) S&CM warehousing... | 18, 868, 000 19, 724, 000 +856, 000 
Construction of storage facilities | 16,000, 000 —16, 000, 000 
(c) Expenses of operation -- - - 2, 101, 565 2, 101, 565 


Total fiscal year ____| 313, 594,900. 077, 0,900 | 400, 000 


STRATEGIC AND CRITICAL MATERIALS 


1. Acquisition of materials 
Program, fiscal year 1955: 
Previously considered by Congress___- $276, 625, 335 
Revised estimate AA : 656, 169, 335 


Difference +379, 544, 000 
HIGHLIGHT 


Covers cost of materials purchased for the stockpile, cost of upgrading stock- 
piled materials, cost relating to donated materials, cost of rotation of materials, 
and that portion of the expenses of operations required to carry out this activity 
which deals with several operations, each of which varies either in work units 
or unit costs. It is, therefore, subdivided into major components to outline 
program and performance. These components are summarized below and each 
is discussed separately. 


Previously | 
| Difference 


considered | 
by Congress | 


Revised 
estimate 


| 

(a) Cost of materials, minimum objective__._.______- _..| $199, 632,000 | $430, 682, 500 |+$231, 050, 500 
(b) Cost of materials, long-term objective ; L peeing | 136, 493, 500 | +136, 493, 500 
(c) Provision for contingencies ae ae 12, 000, 000 +12, 000, 000 
(d) Expenses relating to donated 2,000,000 | 2,000,000 

(e) Cost of rotation of -| 73,094,900 | 73,004, 900 | 

(j) Expenses of operation 1, 898, 435 


Total cost or estimate : ~=+f 276, 625, 335 | 656, 169, 335 +379, 544, 000 


JUSTIFICATION 


(a) Cost of materials, minimum objective-—Estimate includes price of materials, 
transportation to permanent storage location, and any contractual inspection 
and analytical services necessary prior to delivery to stockpile. Detailed informa- 
tion as to the kind, quantity, and cost of materials is shown on tables classified 
as security information which are available for reference. 

(b) Cost of materials, long-term objective-— Estimate includes cost of materials 
to be secured from DPA inventory and open market purchases. Detailed informa- 
tion is reflected on classified tables. 

(c) Provision for contingencies.—The Presidential order of March 26, 1954, 
calling for the establishment of long-term mineral stockpile objectives, has been 
under careful study by the ODM. Comprehensive programs for acquisition of 
materials and upgrading of existing materials have not been finalized. This 
would provide a small contingency fund which could be used to proceed with 
plans on those materials having the highest importance. 
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(d) Expenses relating to donated materials.—No change. 
(e) Cost of rotation of materials.—No change. 
(f) Expenses of operation.—No change. 


2. Receipt and custody of materials 
Program, fiscal vear 1955: 


Previously considered by Congress..______..--------.---__- $36, 969, 565 

HIGHLIGHT 


Covers nonrecurring unloading and handling costs of commodities delivered 
to military depots and GSA warehouses; preparation of space to meet storage 
requirements; recurring charges for presently utilized space; necessary funds for 
additional space required for storage of new deliveries; special repackaging of 
materials; repairs to equipment; nonrecurring capital improvement such as con- 
struction of tanks for oil storage; construction of warehouses for materials storage, 
and construction of trackage as a necessary adjunct to proper storage; installation 
of thermal fire-alarm systems where necessary in warehouse locations other than 
military, etc.; and that portion of the expenses of operation essential to the 
performance of these functions. 

This activity deals with several operations, each of which varies widely either 
in work units or unit costs. It is,.therefore, subdivided into major components 
to justify program and performance. These components are summarized below 
and each is discussed separately as follows: 


Previously 
considered Difference 
by Congress | 
(a) Strategic and critical materials warehousing 000 | $19,724,000 +$856, 000 
(6) Construction of storage —16, 000, 000 
36, 969, 565 21, 825,565 | —15, 144,000 


JUSTIFICATION 


(a) Strategic and critical materials warehousing.—The increased tonnage to 
be delivered to warehouses in fiscal year 1955, as the result of the increased pro- 
gram requested, would amount to 402,327 short tons. Based on past experience, 
the handling of this additional material into the warehouse locations will require 
an additional $376,640. 

Of the additional material delivered, it is believed that all the metals and ores 
can be handled at oper-storage locations already provided for and that no addi- 
tional storage costs will be incurred. However, the additional tonnage of material 
requiring closed warehouse space, estimated at 15,542 short tons, will require an 
additional $81,560 for regular storage charges. 

It is estimated that the metals and ores to be sored in open space will require 
the usual costs for site preparation, eran drainage, the installation of neces- 
sary trackage, and the special repackaging of materials. Total cost of this item 
is estimated at $397,800. 

(b) Construction of storage facilities —The Houre Appropriations Subcommittee 
in considering the initial submission to Congress inserted a proviso in the pro- 
posed act prohibiting the use of funds available under this head for construction 
of warehouses or tank-storage facilities. Therefore, the item for construction of 
facilities has been deleted 


(c) Expenses of operation.—No change. 


Previously 
considered 
by Congress 


| 
} Revised 
estimate 


AMOUNTS AVAILABLE FOR OBLIGATION 


Appropriation or estimate 
Applied to contract authorization 


Adjusted appropriation or estimate___.____- 
Prior year balance availab } 
Balance transferred to ‘Strategic and critical materials | 
(liquidation of contract Pay, General Serv- | 
ices Administration” | 


—27, 000 | 
60, 504, 900 | 


313, 594, 900, | 


OBLIGATIONS BY ACTIVITIES 


1. Acquisition of 
2. Receipt and custedy of materials : 


Obligations incurred 
OBLIGATIONS BY OBJECTS 
Ceneral Services Administration 


Total number of permanent positions 
Full-time equivalent ofall other positions 
Average number of all employees. 
01 Personal services: 
Permanent positions... 
Other positions 
Regular pay in excess of 52-week base -___- 
Payment above basic rates 


Travel 

Transportation of things 
Communication services 
Rents and utility services______- 
Printing and reproduction -...-....-....---.----..- | 
Other »ntractual services 

Services performed by other agencies______ 
Supplies and materials as 
Equipment 

Lands and structures 

Taxes and assessments____ 


Obligations incurred 
Allocation to office of the secretary, Department of the Army 


Total number of permanent positions 
Average number of all employees 


276, 625, 335 
36, 969, 565 


656, 169, 335 
21, 565 | 


837 
, 300 
3, 933 
2, 980 


$3, 594, 837 | 


13, 933 | 
12, 980 | 


10, 300 |__- 


+380, 000, 000 
+12, 000, 000 


400, 


+379, 544, 000 
144, 000 


050 | 

34, 000 
900 

5, 100 | 

22, 000 | 
310 

38, 950 | 

, 200 | 6, 026, 200 | 

274) 770, 540 64, 314, 540 | 
2, 000 | 2, 000 

16, 000 | 
850 


134, 000 
3, 888, 900 | 
65, 100 | 
22, 000 | 
48, 310 | 


6,900 |--- 


393, 778, 900 


01 Personal services: 
Permanent positions 
Regular pay in excess ‘of 52-week base __ 


Total personal services__ 

Travel 

Transportation ‘of things. 

Communication services 

Rents and utility services______- 

Other contractual services. 
Supplies and 
Equipment 

Taxes and assessments 


Obligations incurred 


5, 863, 000 


$2, 520 
8, 480 | 


2, 234, 000 | 
390 | 


$1, 817, 161 | 
6, 989 


668, 178, 900 | 


3, 632, 050 pam 


+856, 000 
+379, 544, 000 
—16, 000, 000 


490, 000 


+409, 850 


5, 863, 000 | 


SUMMARY 


Total number of permanent positions _.._...._.___._. 
Full-time equivalent of all other positions. __ 
Average number of all employees..-_-.__-________... 


01 Personal services: 


Other positions 
Regular pay in excess of 52-week base - 
Payment above basic rates 


Total personal services 


765 
mm i... 
| 
$27,600,000 | $380,000,000 | +$352, 400, 000 
—27, 600,000 +27, 600, 000 
253, weed 265, 000, 000 
| 600, 000 
Reimbursements from non-Federal 
| 
313, 504, 900 | 677,994,900 | +364, 400, 000 
| | | 
1 | 
758 | 758 | 
1 
1 
| 
Total personal services wil ne 
02 
03 
(4 
05 
06 
07 
08 
09 
10 
15 
635 | 521 —114 
620 | 504 | —116 
—$408, 259 
—1, 491 
1, 824, 150 | —409, 850 
02 300 
03 17, 500 | 17, 500 | 
04 | 200 | 200 | SS. Si 
05 227, 500 | 227, 500 | a 
07 1, 380, 700 | 1, 790, 550 | as 
08 218, 500 | a 
09 1, 778, 700 | 
15 5, 600 | 5,600 
| 1, 768 —114 
1 
1, 802 | 1, 686 —116 
§s 
Permanent positions lis diteulstitetardedelelecede $7, 310, 772 | $6, 902, 413 — $408, 359 
CF ENR: 28, 118 | 26, 627 | —1, 491 
7,409,850 ' 7,000, 000 | —409, 850 
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Previously 


Revised 
estimate | Difference 
SUMMARY—continued | 
02 Travel. $139, 000 | $139,000 
03 T ransport: ition of things 3, 907, 450 
04 Communication services 67, 350 | 
05 Rents and utility services | 271, 100 | 
06 Printing and reproduction 48, 310 48, 310 | 
07 Other contractual services . . sone 3, 581, 100 3, 990, 950 | +$409, 850 
* Services performed by other agencies onyaeeauul 5, 170, 200 | 6, 026, 200 | +856, 000 
08 Supplies and materials _...--------| 275,186,840 | 654, 730,840 | +379, 544, 000 
09 Equipment. ‘ 1, 796, 300 1, 796, 300 
13. Refunds, awards, and 100 
15 Taxes and | 17, 300 | 
Obligations | 313, 594, 900 | 677, 994, 900 | +364, 400, 000 


Nore.—Reimbursements from non-Federal sources above are from sale of perishable materials mc 
the rotation program (50 U. 8. C. 98). 


Average salaries and grades 


Estimate, Estimate, 
Actual, 154 


GENERAL SERVICES ADMINISTRATION | 
General schedule 
Average solory.. Ton $4, 491 $4, 653 | $4,814 
Average grade... _. GS-61 GS-6.3 | GS-6.5 
Crafts, protective, and custodial grades: 
Average $2, 786 $2, 906 $3, 208 
Average grade | CPC-3.2 CPC-3.1 CPC-5.1 
Ungraded positions: “Average salary $3, 468 $8, 512 
ALLOCATION TO OFFICE OF THE SECRETARY, 
DEPARTMENT OF THE ARMY 
General schedule grades: 
$3, 310 $3, 616 $3, 616 
Average GS-4.0 GS-5.0 GS8-5.0 
Ungraded positions: Average salary..........-...-.--- oe $3, 200 $3, 600 $3, 600 
ALLOCATION TO CORPS OF ENGINEERS, 
DEPARTMENT OF THE ARMY 
General schedule grades: 
$3, 605 $3, 605 $3, 605 
Average G8-5.8 GS-5.8 GS-5.8 
Crafts, protective, and custodial grades: 
$2, 552 $2, 552 $2, 552 
Ungraded positions: Average $3, 126 $3, 126 $3, 126 
ALLOCATION TO DEPARTMENT OF THE AIR FORCE 
General schedule grades: 
Average s*lary..........-- $3, 503 $3, 560 $3, 560 
Average grade. GS-4.2 GS-41 GS-41 
Ungraded positions: Average s{lary_....--.-.------- Sa | $3, 415 $3, 460 $3, 460 
ALLOCATION TO DEPARTMENT OF THE NAVY 
General schedule grades: 
$3, 442 $3, 442 $3, 442 
Awerege- Gs-4.0 Gs+.0 GS+4.0 
Ungraded positions: Average salary. ...........--.---------.-- $3, 609 $3, 795 $3, 795 
SUMMARY 
General schedule grades: 
$4,315 $4, 376 $4, 513 
Crafts, protective, and custodial grades: } 
Average $2, 712 $2, 800 | $3, 1 
CPC-3.1 CPC-3.1 | CPC-4.8 
Ungraded positions: Average salary. $3, 462 $3, 597 $3, 581 


|| 
| ¢ 
a 
\ 


767 


Mr. Puiuies. All right. That concludes the hearings on the re- 
quest of the General Services Administration for a supplemental 
appropriation for strategic materials for the stockpile. Thank you 
very much, gentlemen. 

Dr. Fiemmine. Thank you. 

Mr. Putxuips. I believe the General Services Administration has 
another little matter of $4.8 million. I call attention to the fact that 
they did not make it $5 million, but they left it at $4.8 million. 

Dr. Fiemmina. Mr. Chairman, could I simply say that we appreci- 
ate very much the hearing, and we are going to keep working away at 
this to get it simplified. I am sure we will. 

Mr. Puiuures. It is not too bad. 

Dr. Fiemmina. It is coming along. That is my feeling, that we 
are making progress. 


TuEsDAY, JUNE 29, 1954. 


AppITIONAL Court Factities 


WITNESSES 
PUBLIC BUILDINGS SERVICE 


HARRY G. HUNTER, DEPUTY COMMISSIONER 
PETER A. STROBEL, CONSULTANT 

CHARLES G. PALMER, CHIEF, ESTIMATES BRANCH 

J. E. STRAWSER, BUDGET REPRESENTATIVE, REAL PROPERTY 


PROGRAMS 


UNITED STATES COURTS 


HENRY P. CHANDLER, DIRECTOR, ADMINISTRATIVE OFFICE 
WILSON F. COLLIER, CHIEF, COURTS SERVICES AND QUARTERS 
SECTION 


Mr. Pariurps. We will now take up the matter of the additional 


court facilities. 
The request for $4,800,000 is contained in House Document No. 428, 


and we will insert the pertinent portion of the document in the record 


at this point. 
(The document referred to is as follows:) 


“GENERAL SERVICES ADMINISTRATION 
“AppiTionaAL Court Faciniries 


“For expenses necessary for alteration of Federal buildings to provide facilities for 
additional Federal judges as authorized by the Act of February 10, 1954 (68 Stat. 8), 
and additional court personnel, and for expansion of existing court facilities, includ- 
ing costs of moving agencies thereby displaced from space in Federal buildings, 
$4,800,000, to remain available until June 30, 1956. 

“The act of February 10, 1954 (68 Stat. 8), authorized the appointment of 
3 additional circuit court judges and 27 additional district court judges. This 
proposed appropriation is to cover the cost of providing courtrooms, judges’ 
chambers, and other auxiliary space and furnishings for these judges and for the 
relief of extremely crowded conditions in the present courts in New York, Cleve- 
land, and Miami. This latter work will be done as a part of providing space in 
these cities for the new judges.” 


46868—54— pt. 2——49 
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Who will present this item? 
Mr. Hunter. Mr. Chairman, my name is Harry Hunter, Deputy 
Commissioner of Public Buildings. 

Mr. Puitures. Who is the gentleman sitting on your left? 

Mr. Hunrer. If I may, Mr. Chairman, I have the honor of pre- 
senting the Commissioner-Designate of Public Buildings, Mr. Peter 
A. Strobel, who will assume the duties of his position Caistantiod the 
day after tomorrow. 

Mr. Chandler is the Administrative Officer of the Courts, who has 
come here to answer any questions or furnish any information regard- 
ing the basic need for this particular item. 


BACKGROUND OF PETER A. STROBEL 


Mr. Puiwures. Mr. Strobel, we have a long-standing custom up 
here that when we have a new administrative head, a man of your 
stature, we like to have a little statement from him. Have you 
been forewarned? 

Mr. Srroset. No. 

Mr. Puituips. We like to know a little of the background which 

t you into this, so that we will know something about the new 

ommissioner. Would you give us just a thumbnail sketch of your 
background? 

Mr. Srroset. I shall be glad to. 

I come to Washington from New York. I have been operating 
there as a consulting engineer. 

I should probably mention that I came to this country in 1925 from 
Denmark, having been born and educated in that country. I have 
been over here ever since. 

I am an engineer by education, and I started in, as I guess most 
immigrants do, the best way I could. I started as a draftsman, and 
then was fortunate enough to develop myself in my professional field. 
In 1943 I established my own office as consulting engineer and have 
operated that ever since. 

Mr. Pures. If I may say so, I think you have gone a long way. 

Mr. Srroper. Well, 1 do not mind saying for the record that I 
have been very happy, and appreciate the opportunity I have had. 
I think it is a wonderful country in this respect: That a man can come 
over here on his own and be presented with opportunity. 

I would like to put one more thing in: That I have never in my 
almost 30 years over here met with any discrimination whatsoever, 
due to the fact that I was foreign-born. 

Mr. Puivurps. What kind of an engineer are you, sir? 

Mr. Srrose.. I am a civil engineer. I graduated from the Tech- 
nical University at Copenhagen. 

My business is that of providing designs, developments, plans, and 
specifications, and supervising and inspecting buildings and structures, 
and making reports on the work. 

Mr. Putuuirs. Thank you very much. 


BASIS FOR SUPPLEMENTAL REQUEST 


Now, as have before us a request for $4.8 million, a supplemental 
request because of space needed for the various courts which were 
set up under Public Law 294 of the 83d Congress, which passed on 


( 
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February 10 of this year. You are requested by the Administrative 
Officer of the Courts 

Mr. Hunter. That is Mr. Chandler. 

Mr. Puruuirs. That is you, Mr. Chandler? 

Mr. CHANDLER. Yes. 

Mr. Hunter. The justification, Mr. Chairman, divides itself logi- 
cally into two parts. One is the justification of need and the other is 
the justification of cost. 

Mr. Pures. We will insert all of the justifications in the record. 
If there is any duplication that can be taken care of here, I see none. 

Mr. Hunter. There is no duplication, sir. 

Mr. Puatuups. It will all go in the record. Is that the total 
presentation? 

Mr. Hunter. That is the total presentation, sir. 
(The justifications are as follows:) 


AppITIONAL Cour? FAciLiTrEs 


APPROPRIATION LANGUAGE 


‘For expenses necessary for alteration of Federal! buildings to provide facilities 
for additional Federal judges as authorized by the act of February 10, 1954 
(68 Stat. 8), and additional court personnel, and for expansion of existing court 
facilities, including costs of moving agencies thereby displaced from space in 
Federal buildings, $4,800,000, to remain available until June 30, 1956.” 


GENERAL STATEMENT 


Shortly efter the passage of Public Law 294, 83d Congress, February 10, 1954, 
the Administrative Office of the United States Courts opened negotiations with 
GSA. to provide facilities to accommodate 29 of the 30 new judges authorized 
by that law, as well as facilities required to accommodate certain judges previously 
authorized. 

Accommodations for United States courts have been customarily provided and 
operated by GSA (and predecessor agencies) under direct. appropriations to it 
(40 U. 8S. C. 341). As soon as the Administrative Office of the Courts provided 
GSA. with the prospective locations in which the judges would sit, the Department 
of Justice was asked to supply a listing of the supporting positions which must 
be accommodated in contiguous quarters. Exhibit A sets forth locations and 
facilities required at each prospective location for judges and supporting functions. 


JUSTIFICATION 


The amount of space for each of the court functions and the cost of adapting 
the space for the purpose are based on experience in providing for similar court 
facilities. 

The _ schedule summarizes the estimate, detail of which is set forth in 
exhibit B: 


$2, 060, 500 


1. Alteration and remodeling, $2,060,500.—Includes cost of all construction 
work involved in altering an estimated 140,675 square feet of space for the court. 
facilities figured at an average of $10 per square foot, plus $653,750 to meet 
special conditions which require additional expense in New York, Cleveland, and 
San Francisco. 

2. Air conditioning, $812,500.—In locations where the ‘‘design effective tem- 
perature” is above 80°, the estimate includes air conditioning for the additional 
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facilities only. These locations are indicated under the heading ‘Air condition- 
ing” on exhibit B. The cost is based on 121,270 square feet at an average cost 
of $6.70 per square foot. 

3. Furniture and equipment, $1,075,000.—Based on $5 per square foot for furni- 
ture and drapes for some 94,000 square feet in judges suites, $3 per square foot 
for furniture and equipment for some 15,000 square feet of Justice Department 
facilities and a flat $35,000 each for equipping 16 courtrooms. Types and 
y mere are those prescribed in the United States courts manual of GSA, dated 

ugust 1, 1946. (See exhibit B for costs by location.) 

4. Moving, tenant changes, etc., $119,000.—94,739 square feet of space to be 
provided for courts is presently utilized by other agencies. Provision in the 
estimate is made for moving the — agencies into other quarters and 
making appropriate tenant changes. hese costs are estimated at approximately 
$1.25 pe square foot. 

5. Design and supervision, $459,000.—Approximately 12.4 percent of construc- 
tion, air conditioning, contingencies, and court furniture and equipment costs 
has been included for this expense. 

6. Contingencies, $274,000.—Approximately 8 percent of applicable items is 
provided to meet unforeseen contingencies, 


Revised 
estimate 


AMOUNTS AVAILABLE FOR OBLIGATION 


A priation or estimate 800,000 
ce available in subsequent year 200, —200, 000 


Obligations incurred +4, 600, 000 
OBLIGATIONS BY ACTIVITIES 


1, Design, supervision, etc 
2. Alterations, remodeling, etc 


Obligations incurred - 
OBLIGATIONS BY OBJECTS 


+434, 000 
+4, 166, 000 


| 


Printing and reproduction 
Other contractual services 
Supplies and materials 

Equipment 


Obligations incurred 


: 


Location and area of additional facilities 

The following list of Federal buildings sets forth locations where it is presently 
indicated that additional court space will be required. 

Where locations are designated as undetermined they are representative of any 
number of places in the various judicial districts that the new circuit judges may 
decide to select as their headquarters. 

Location and facilities 
California: 
Location No. 1, undetermined 
1 judge’s suite; air conditioning, in space converted only. 
Location No. 2, undetermined 
1 judge’s suite; air conditioning, in space converted only. 
San Diego, courthouse and customhouse 
1 courtroom, 1 judge’s suite, 1 office for marshal, 1 office for 
attorney, 1 office for probation officer, 1 office for clerk, 
1 juror room, 1 witness room, and 1 office for court reporter; 
air conditioning, in space converted only. 
San Francisco, post office and courthouse 
2 judges’ suites; no air conditioning. 
Colorado: 
Denver, post office and courthouse 
1 judge’s suite, 1 office for marshal, and 1 office for attorney; 
no air conditioning. 


| | 
In budget | | Difference 
434, 
4, 600, +4, 600, 000 
7, +7, 500 
0, +10, 000 
3, +3, 000 
+950, 000 
| +4, 600, 000 
< 
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Location and facilities 


Delaware: _ Square feet 
Wilmington, post office, courthouse, and customhouse__---------- 1, 700 
1 judge’s suite, 1 office for marshal, and 1 office for attorney; 
air conditioning, in space converted only. 
Florida: 
Miami, postoffice, courthouse, and customhouse_-____-_-..-------- 18, 900 
2 courtrooms, 2 judges’ suites, 2 offices for probation officers, 2 
offices for clerks, 2 juror rooms, 2 witness rooms, 1 grand 
jury room, 1 United States commissioner’s suite, 2 offices for 
marshals, 2 offices for attorneys, and 1 office for court_re- 
porter; air conditioning, in space converted only 
Idaho: 
1 judge’s suite, 1 office for marshal, and 1 office for attorney; no 
air conditioning 
Indiana: 
Indianapolis, postoffice and courthouse________________.______--- 1, 700 
1 judge’s suite, 1 office for marshal, and 1 office for attorney; 
air conditioning, in space converted only 
1 courtroom, 1 judge’s suite, 1 office for probation officer, 1 office 
for clerk, 1 office for marshal, 1 office for attorney, 1 witness 
room, 2 juror rooms, and i office for court reporter; air con- 
ditioning, in space converted only 
Kentucky: 
Louisville, post office, courthouse, and customhouse_________-.---- 2, 200 
1 judge’s suite, 1 office for marshal, 1 office for attorney, 1 office 
for probation officer, and 1 office for court reporter; air con- 
ditioning, in space converted only 
Louisiana: 
1 judge’s suite; air conditioning, in space converted only 
New Orieans, post ‘office and 1, 620 
1 judge’s suite, 1 office for clerk, and 1 office hay probation 
officer; air conditioning, in space converted only. 
Massachusetts: 
Boston, post office and courthouse- -_.............-------.-.-.- 1, 700 
1 judge’s suite, 1 office for marshal, and 1 office for attorney; 
no air conditioning. 
Michigan: 
1 courtroom, 1 judge’s suite, 1 office for probation officer, 1 office 
for clerk, 1 witness room, 1 juror room, 1 office for marshal, 
1 office for attorney, and 1 office for court reporter; air con- 
ditioning, in space converted only. 
Grand Rapids, post office and courthouse--_-._._.....-......----- 1, 700 
1 judge’s suite, 1 office for marshal, and 1 office for attorney; air 
conditioning, in space converted only. 
Nevada: 
Carson City, post office and courthouse-------.-.------------.-- 2, 250 
1 judge’s suite, 1 office for marshal, 1 office for attorney, 1 office 
for clerk, and 1 office for court reporter; no air conditioning. 
New Jersey: 
1 judge’s suite, 1 office for marshal, and 1 office for attorney; air 
conditioning, in space converted only 
New Mexico: 
Albuquerque, courthouses 6, 250 


1 courtroom, 1 judge’s suite, 1 office for probation officer, 1 
office for clerk, 1 witness room, 1 juror room, 1 office for 
marshal, 1 office for attorney, 1 office for Immigration Service, 
and 1 office for court reporter; air conditioning, in space con- 

verted only. 


Area in 


Location and facilities Area in 
New York: square feet 
New York courthouse 27, 036 
4 courtrooms, 8 judges’ suites, 2 grand jury rooms, 1 reception 
room, 2 witness rooms, 6 petit jury rooms, 4 judges’ retiring 
rooms, 1 United States commissioner’s office, 1 general office, 
1 set treatment rooms, 3 new elevators with operatorless 
operation on 2 elevators; air conditioning for new courtrooms, 
judges’ retiring rooms, grand jury rooms, and witness 
rooms, only. 
North Dakota: 
Location, undetermined 
1 courtroom, 1 judges’ suite, 1 office for probation officer, 1 
office for clerk, 1 office for marshal, 1 office for attorney, 
1 witness room, 1 juror room, and 1 office for court reporter; 
no air conditioning. 
Ohio: 
1 courtroom, 1 judge’s suite, 1 office for probation officer, 1 
office for clerk, 1 office for marshal, 1 office for attorney, 1 
witness room, 1 juror room, and 1 office for court reporter; 
air conditioning, i in space converted only. 
Cleveland, old post office, courthouse, and customhouse 
2 courtrooms, 3 judges’ suites, 3 juror rooms, 1 juror assembly 
room, 2 witness rooms, publie entrance lobby, 1 office for 
probation officer, 1 office for clerk, 1 office for marshal, 1 
office for attorney, 2 hearing rooms, 2 referees’ offices, 2 sec- 
retaries’ offices; air conditioning, in space converted only. 
Pennsylvania: 
Philadelphia, courthouse 
1 judge’ s suite, 1 office for marshal, and 1 office for attorney; 
air conditioning, i in space conv erted only. 
Pittsburgh, new post office and courthouse________- cme 
1 courtroom, 2 judges’ suites, 1 grand jury room, 1 juror room, 
2 witness rooms, 1 office ‘for probation officer, 1 office for 
clerk, 2 offices for marshals, 2 offices for attorneys, 3 offices 
for court reporters, and 1 United States commissioner’s suite; 
air conditioning, in space converted only. 
South’ Dakota: 
1 judge’ 8 suite,-1 office for marshal, and 1 office for attorney; 
no air conditioning. 
Texas: 
Location, undetermined 
1 judge’s suite, 1 office for marshal, and 1 office for attorney; 
air conditioning, in space converted only. 


h: 
Salt Lake City, post office and courthouse 
1 courtroom, 1 judge’s suite, and se forth; no air conditioning. 
Virginia: 
Location undetermined 
1 judge’s suite, 1 office for marshal, and 1 office for attorney; 
air conditioning, in space converted only. 
Wisconsin: 
Milwaukee, post office, courthouse, and customhouse 
1 judge’s suite, 1 office for marshal, 1 office for attorney, and 1 
office for probation officer; air conditioning, in space con- 
verted only. 


140, 675 
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2, 255 
1, 700 
1, 950 
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Mr. Putuips. Proceed, please. 

Mr. Hunrer. As to the presentation of justification for the need of 
the space and the requirement for the courts, Mr. Chandler is present 
to furnish whatever information the committee wishes and to explain 
just how this need arises. So if it please the committee I would like 
to,have Mr. Chandler proceed. 


GENERAL STATEMENT 


Mr. Puiturrps. Mr. Chandler, how long have you been doing this 
over there? It has been ever since they started, has it not? You are 
the one and only, are you not? 

Mr. CuHanpueR. Mr. Chairman, I am the only Director of the 
Administrative Office of the United States Courts appointed since 
the law was passed in 1939 creating the Office. 

To be very brief, because I realize that time is valuable for you 
gentlemen, I will say that my functions in general are to handle the 
administrative matters of the courts. In that I act under the direc- 
tion and supervision of a body which is known as the Judicial Con-, 
ference of the United States. That consists of the Chief Justice of 
the United States as the Chairman and the presiding judges of the 
11 courts of appeals. 

Now, one of my responsibilities created by the statute, which is 
section 604 of title 28 of the United States Code, is to provide accom- 
modations for the courts and their clerical and administrative 
personnel. 

Naturally, insofar as these quarters are involved, I perform that 
duty through presenting the needs to the Public Buildings Service 
of the General Services Administration and requesting that agency 
to provide what is necessary in the way of quarters and furnishings 
for the courts. 

The immediate need for this estimate comes from the passage of 
the law to which the chairman has referred, Public Law 294, which 
was approved on February 10 of this year. That provides for 3 
= circuit judges and 27 additional district judges, a total 
of 30. 

When that bill seemed reasonably sure of passage, in that it had 
assed the conferees of the two Houses, we sought a conference fol- 
owing many prior communications which we had had with the 

Public Buildings Service, and this conference with the General Services 
Administration was for the purpose of indicating rather definitely the 
additional facilities which would be needed. Such a conference was 
had. At the request of the Public Buildings Service we indicated as 
well as we could where additional quarters in the way of courtrooms 
and quarters for the judges and additional quarters for the added 
supporting personnel would be necessary. 

he Public Buildings Service estimated the cost on the basis of the 
information which we furnished them, and that estimate, after some 
revision, in which the Public Buildings Service has repeatedly called 
for information from our office as to different projects, is the one which 
is before you. That provides for facilities for 29 of the 30 additional 
judges. The one judge for whom additional facilities are not asked 
1s a judge for the middle district of Tennessee, where a new courthouse 
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in Nashville has recently been completed and is in operation. I 
think perhaps it has been in operation as much as 2 years now. 

Mr. Hunter. About 2 years. 

Otherwise, facilities are needed for 29 additional 
udges. 

' here are also three locations where we have been endeavoring to 
secure necessary facilities for some years. Those are: in the southern 
district of Florida, in Miami; in the northern district of Ohio, par- 
ticularly in Cleveland; and in the southern district of New York, in 
the courthouse in Foley Square. In this estimate there is a provision 
for those facilities which the Public Buildings Service has heretofore 
been unable to provide although they have been greatly needed, 
because the agency has lacked the funds for the purpose. 

That is the purpose of the estimate as we have presented it to the 
Public Buildings Service. Naturally, the estimate of the cost is 
something that has been prepared by the Public Buildings Service. 

Mr. Putuurps. Thank you, Mr. Chandler. I think we will take 
as something already accomplished the fact that these judges are to 
-be appointed and approved and that, therefore, they must have some 
place to sit. 

APPOINTMENT OF JUDGES 


How many of them actually have been appointed? 

Mr. CHANDLER. Sir, at the present time 13 have been nominated. 

Mr. Puiturrs. How many of those have been approved by the 
Senate? 

Mr. CHanpier. My impression is that 11 have. I will not be 
certain of that. 


Mr. Putuurps. What effect > ee this request would a delay have? 


Do you anticipate they will all 
between now and June 30, 1955? 
Mr. Cuanpier. Mr. Chairman, all I can say on that matter is 
that in all the courts for which additional judges are authorized the 
additional judge power is needed. It was the hope of the Judicial 
Conference that the judges would be appointed more rapidly to the 
new positions. That is not said by way of criticism, because we 
— the problems. 
r. Pxiturs. What this committee is interested in, Mr. Chandler, 
is the money. 
Mr. CHANDLER. Yes. 
Mr. Puttuirs. We are not appointing judges nor are we authorizing 
Judges to be appointed. 
r. CHANDLER. No. I appreciate that. 


e appointed and will all be approved 


AMOUNT FOR CONTINGENCIES 


Mr. Puiuurrs. In this item you have set up, for example, a contin- 
gency figure of $274,000, which seems rather unusual when you are 
equipping buildings and have some background to-know what they 
are. It seems unusual to set up a contingency which amounts to 8 
percent of the items. Does that not seem vs the high, Mr. Strobel? 

Item 3 on page 2 of the justifications is unusual to me, but it may 
not be unusual to anyone else in the room. That is the figuring of 
the cost of furniture for buildings on the basis of so much per square 
foot. Is that a usual way to figure it? 
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Mr. Hunrer. That is based on experience, Mr. Chairman. Mr. 
Palmer, our Chief Estimator, who developed these figures, is here and 
would be glad to furnish any specific information. 

Mr. Puiturrps. The justifications show it is $5 a square foot for 
furniture and for drapes, in the judges’ suites, and $3 per square foot 
for equpment for Department of Justice officials, and a flat $35,000 
each for the courtrooms. 

Mr. Hunter. Yes, sir. 

Mr. Paruutrs. [ say, it seems rather unusual. The question before 
this committee is not whether you ought to have some money to equip 
and furnish the courtrooms for the judges, but whether you ought to 
have $4.8 million. I do not know what the committee will think, but 
the committee does not look very kindly on slipping in a contingency 
item which you might possibly need some time in the future. Con- 
gress is not going out of session permanently on August 1. 


AMOUNT FOR CONTINGENCIES 


Mr. Hunter. May I speak to this matter of the contingencies just 
a moment? 

This estimate is predicated on converting spaces in existing build- 
ings, buildings which we do not know at the present will be the specific 
buildings we will handle. The matter of converting of buildings, 
particularly from office space to courtroom space, is laden with many 
uncertainties. It means we will have to examine the buildings 
specifically on a foot-by-foot basis. We have not yet had the oppor- 
tunity to go to those buildings. We will not go to them until we have 
final word from the Administrative Office of the Courts as to exactly 
where we are going. So the problem is laden with all those uncer- 
tainties that accompany remodeling and conversion jobs. 

So we just cannot be so cocksure of our figures that we want to 
say, “It can be done for exactly this amount.” 

Of course, if we do not need all the money we will not spend it. But 
in every construction estimate there is always at the bottom of the 
estimate an amount for contingencies. 

Mr. Jonas. They do not usually turn back much money, do they, 
Mr. Chairman? 

Mr. Puruurrs. No. I have heard that before, Mr. Jonas. 


IMMEDIATE NEED FOR APPROPRIATION 


Mr. CHANDLER. So far as the time element is concerned, I would 
suggest this: There is an urgent need for the added judge power. 
Certainly it would seem to us that they would be appointed before 
too long. There are 13 now nominated out of the 30. We certainly 
look to see them all appointed. 

Until the facilities which are provided for in this estimate are 
available the judges will be working at a great disadvantage, in that 
they will not have convenient or satisfactory quarters. 

Construction is going to take some time after the appropriation is 
made. 

That is all I wanted to say. I am quite sure that the quarters will 
be needed, and in order that the time during which the added judges, 
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for whom there is great need, are working at a disadvantage may be 
cut down, we hope that your committee may be disposed to provide 
as much of this as you consistently can. 


NUMBER OF COURTROOMS 


Mr. Jonas. How many courtrooms are you planning to equip? 
Did you say 35? 

Mr. Hunter. No. 

Mr. Jonas. 16? ° 

Mr. Hunter. 16 new courtrooms. 

Mr. Jonas. Where are they to be located? 

Mr. Hunter. Well, they are enumerated, if you please, Mr. Jonas, 
in appendix A, where we detail what we are figuring on for each 
locality. The first is at San Diego. 


COURTROOM IN SAN DIEGO, CALIF. 


Mr. Jonas. San Diego has a courtroom? 

Mr. Hunter. Yes. 

Mr. Jonas. Do you have a Federal court held in San Diego now? 

Mr. CHANDLER. Yes, sir. 

Mr. Jonas. You have a resident judge? 

Mr. Cuanpurr. There is one resident judge there. The business 
a calls for the attendance of a second judge a good deal of the time, 
r 
bill 


. Jonas. I understand that is the reason why one was put in the 


Mr. Cranpter. That is right. 

Mr. Jonas. Where else does this present resident judge hold court? 

Mr. Cuanpter. He holds court only in San Diego, sir. 

Mr. Jonas. Only in San Diego? 

Mr. Cuanpter. I should not say that he never goes to Los Angeles, 
but generally speaking he does not. 

Mr. Jonas. The district judge in my district holds court in five 
separate cities. 

r. CHANDLER. Yes. Of course, everything depends upon the 
amount of business in a particular place. 

Mr. Jonas. You say this judge at San Diego sits there in San Diego 
continuously, except when he is holding court in substitution for 
another judge somewhere? 

Mr. Cuanpter. Yes; and that is very rare. The judge is Judge 
Weinberger. He sits virtually continuously. 

Mr. Jonas. Where is his courtroom? 

Mr. CHANDLER. It is in the courthouse in San Diego. 

Mr. Jonas. You plan to construct a completely new courtroom? 

Mr. Hunter. We are going to have to convert some existing space. 
You see, there is a regulation, as Mr. Chandler has explained to me, 
that the court must sit in a Federal building or in rent-free quarters. 
What we are going to have to do here is vacate a sufficient portion of 
the" building, remove from it those occupants who are presently there 
and provide for them elsewhere, and convert that space into a court- 
room. That is true throughout, where we have to provide space in a 
Federal building. It means in every instance, I think, except New 
York and Miami, the moving out of existing tenants and the converting 
of the space to court space. 
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COURTROOMS IN MIAMI, FLA. 


Mr. Jonas. Now, in Miami, Fla., you plan on two courtrooms? 

Mr. Hunter. Miami is where we are picking up a deficiency. 
There are about 19 localities, as I recall it, in which there are courts 
which have been authorized to sit where we have not yet been able to 
provide for the courts. One of those locelities is in Miami. While 
we are tearing up the building for one of these new judges it was 
thought wise to provide for both judges who are to sit in Miami. 

That space is presently vacant and is being held for this purpose in 
the building there. 

Mr. Jonas. Where does the judge who sits in Miami now hold 
court? 

Mr. Cuanpbuer. He has some makeshift quarters, but they are not 
adequate. There is only one courtroom which has facilities for a 
ury. 

: N ow there are going to be 3 judges, I presume, in Miami, because 
Judge Choate recently appointed, comes from Miami; so there will 
really be a need for courtrooms for 3 judges. 

Mr. Jonas. What I want to be sure about, Mr. Chandler, is this: 
I do not think every Federal judge needs the continuous use of a 
separate courtroom. I think he needs an office, but in my State 
while the judge is holding court in X town some other judge can be 
holding court in Y town. We have courtrooms in Federal buildings 
at each place where the court sits. 

I want to be sure that we are not being asked to put up money here 
to build a special courtroom for every one of these 27 new judges. 

Mr. CHanpier. Let me say simply about the conditions in the 
Southern District of Florida, that there are court quarters in Jackson- 
ville, where is Judge Simpson; there are court quarters in Tampa, 
where is Judge Barker; and now there will be three judges in Miami 
if Judge Choate is confirmed. 

Mr. Jonas. You will have three judges in Florida? 

Mr. Cuanputer. Three judges whose headquarters will be in Miami, 
sir. While it might seem that a judge does not need the continuous 
use of a courtroom, with all deference to you, where the docket is 
heavy the judges are handicapped unless they have the command of 
a courtroom. 

Mr. Jonas. The only time they need a courtroom is when they are 
trying cases at issue. Much of their work is done in chambers. 

Mr. CHanpuer. You are right. Much of their work is done in 
chambers, but a judge cannot tell when the trial of a case for the 
convenience of the litigants may require a prompt hearing. I am 
sure that it would not be an efficient arrangement if a judge would 
have to find out whether he could have a court on a given day. 

Mr. Jonas. Do they not have regularly scheduled terms? 

Mr. Cuanpuer. They do have terms which begin at given times, 
but, of course, it cannot be told how long the disposition of cases on 
the calendar will take. 

You understand the point, sir, and I do not want to prolong the 
discussion. 

Mr. Jonas. Yes. 

Mr. Cuanpter. I would just like to say that in southern Florida, 
however, you are dealing with a court the calendars of which are very 
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much overloaded, and where there is a very heavy backlog of pending 
cases. 

Mr. Jonas. Is it all in Miami? 

Mr. Cuanpuer. The congestion, I would say the greater part of 
the congestion, is coming from Miami. 

Mr. Jonas. They have three Federal judges? 

Mr. Cuanpier. They have 4; 2 are, respectively, at Jacksonville 
and Tampa. There are now two at Miami and the judge recently 
“#7 le if and when confirmed, will make the third judge at 

iami. 

Mr. Jonas. Then there will be five Federal judges in Florida? 

Mr. Cuanpuer. For the southern district. 

Mr. Jonas. For the entire State there will be five? 

Mr. Cuanpier. No. More accurately, there will be 4 for the 
southern district and 1 for the southern and northern districts 
because 1 legally is the judge of both districts, although he sits 
altogether in the southern district; and there is 1 judge in the 
northern district which is not involved here. 

Mr. Jonas. How often do they hold court in the southern district 
of Florida? 

Mr. Cuanpier. That is fixed by statute. If you will permit me 
to turn to that provision I can tell you. Court for the southern 
district is held at Fernandina, Fort Myers, Fort Pierce, Jacksonville, 
Key West, Miami, Ocala, Orlando, Tampa, and West Palm Beach. 

Mr. Jonas. That is 10 locations? 

Mr. Cuanpter. think so. 

Mr. Jonas. And the two courtrooms you have in this bill are for 
a location at Miami? 

Mr. Yes. 

Mr. Jonas. And you have one courtroom there? 

Mr. Cuanpusr. That is right. I would not say there is not a 
second makeshift courtroom, because there is, but it is not adequate. 

Mr. Jonas. Then you have a courtroom in each of the places 
named? 

Mr. Cuanpuer. I am not quite sure whether there is in all these 

laces. 
¥ Mr. Jonas. They must have because they hold court there. 

Mr. CuHanpuer. Yes; but sometimes in places where Federal court 
is infrequently held and where a law is passed providing it shall be 
held, arrangement is made with the State authorities to lend them the 
use of their courthouse. - 

Mr. Jonas. What I am getting at is this: You are aware of the 
budgetary situation? 

r. CHANDLER. I am. 

Mr. Jonas. And the fiscal affairs of this country. 

Mr. CHANDLER. Yes, sir. 

Mr. Jonas. Money has to be extracted from the taxpayers’ pockets. 

Mr. CHANDLER. That is right. 

Mr. Yatzus. My point is the Federal judges are not getting nearly 
enough of the budget to take care of the requirements of the courts. 

Mr. Cuanpter. The total of our budget is something like $27 
million or $28 million, which is a fraction of 1 percent of the total 
Federal budget. 
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Mr. Puiuurrs. When did we establish the system of giving money 
on the basis of a proportion of the Federal budget? 

Mr. Cuanpter. I am just pointing out that it is not a very large 
percentage. 

Mr. Puiturps. That has nothing to do with whether it is too much 
or too little. I do not think we should establish a system that every- 
body should have a certain percentage of the Federal budget. 

Mr. appreciate that. 


NEED FOR 16 COURTROOMS 


Mr. Jonas. I am trying to establish in my own mind whether or 
not you have a real need for 16 new courtrooms. I voted for the bill 
for the new judges. I know the situation in my own State, and I 
know we do not need any new courtrooms. I just want to be sure we 
are not building courtrooms and equipping them unless we need them. 

Mr. CHaNnpDLeR. | would not differ with that. We think there is 
a difference between a court location where you have a large concen- 
tration of population and where you have need for almost continuous 
sessions of court. While court is held in 10 places in south Florida, 
in 7 of them there is very little business and the overwhelming bulk 
of the work is done in Jacksonville, in Tampa, and in Miami. In 
Jacksonville and Tampa there is only one judge. The facilities are 
all right. But with the great increase in business in Miami these 
three judges are needed, and if the country is providing for judges, 
it certainly seems to us that it is wise to provide for them convenient 
facilities so that they can work as efficiently as possible. 

Mr. Jonas. I am not questioning the need of adequate facilities 
to transact business for every judge. I am questioning whether you 
have made a careful analysis to determine whether we need all these 
new courtrooms. 


COURTROOM IN NORTH DAKOTA 


Take North Dakota, for example. You have a request for a 
courtroom in North Dakota. Where is it to be? 

Mr. Cuanpter. It is extraordinarily difficult to tell where that 
courtroom will need to be because the additional judge in North 
Dakota has not been appointed. Under the statute his headquarters 
may be fixed in any one of a number of places. But this indication of 
the probable new facilities needed was submitted to the Public Build- 
ings Service for the purpose of an estimate. The one judge presently 
in North Dakota has his headquarters in Fargo. If the new judge 
should make his headquarters in Bismarck, that is where the facilities 
would need to be, but whether the facilities were in Bismarck or some 
other place would not affect appreciably the cost. 


FURNITURE AND EQUIPMENT FOR COURTROOMS 


Mr. Jonas. This is a question that will be directed to someone from 
the management side, and I go back to the question Mr. Phillips was 
dealing with, and that is the cost of furniture. Upon what do you 
estimate this $35,000 cost of equipping each courtroom? 

Mr. Hunter. May I ask Mr. Palmer to answer that? 
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Mr. Patmer. From our experience in equipping courtrooms in the 
past. That $35,000 includes the judge’s bench, the press box, 2 
witness stands—— 

Mr. Jonas. What is a press box? 

Mr. Paumer. For reporters. 

Mr. Jonas. You mean the court reporters, not the press? 

Mr. Patmer. The court reporters, excuse me. It also includes the 
benches, the railing, the jury box 

Mr. Jonas. The auditorium? 

Mr. Patmer. No, sir. That is a part of the construction. 

Mr. Jonas. Chairs, seats? 

Mr. Paver. Seats; yes, sir. 

Mr. Jonas. Do you have a standard seating capacity for each one 
of these? 

Mr. Paumer. Yes. 

Mr. Jonas. How many? 

Mr. Patmer. I cannot answer offhand. We have a standard layout. 

Mr. Jonas. It would have to be standard if you standardized the 
cost. 

Mr. Paumer. In these rooms we cannot count on meeting absolute 
standards because, being built in present buildings, we will have to 
accommodate the layout to the structure. 


FURNITURE FOR USE OF JUSTICE DEPARTMENT 


Mr. Jonas. What is this item for furniture and equipment for use 
of the Justice 


Mr. Pater. That would include the space occupied by the mar- 
shals and attorneys for the Justice Department. It includes the 
carpets, desks, chairs, files, and so forth. 

Mr. Jonas. Is the cost less because the appointments are not quite 
as nice? 

Mr. Pater. Yes, sir. 

Mr. Jonas. Two dollars per square foot less? 

Mr. Patmer. Yes, sir. 


AIR CONDITIONING 


Mr. Jonas. I see you are calling for air conditioning in converted 
space. 

Mr. Hunter. That is correct. 

Mr. Jonas. Do you mean new office space? 

Mr. Hunrer. In the space we are converting for court use. Mr. 
Chandler can give you a complete story on this air conditioning. It 
affects the operation of the court and gives the courts an opportunity 
to operate 12 months a year in many instances whereas without air 
conditioning in many of these climates they can only operate for 9 or 
10 months. So we have not the money to air condition the complete 
buildings, but where we are putting in new facilities for the court, it 
gives more efficient operating conditions. 

Mr. Jonas. We understand what air conditioning is. 

Mr. Hunrer. I mean for the new court facilities only. The people 
who are there already will get no air conditioning. 

Mr. Yares. I think that is discrimination. i do not know why 
sitting judges should not get air conditioning as well as the new ones. 
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Mr. Hunter. We have had considerable discussion with Mr. 
Chandler and he has talked to the Judicial Conference about this whole 
air-conditioning question. It affects the efficiency of operation. 

Mr. Jonas. What about the judges in Miami? Do the sitting 
judges now have air conditioning? 

Mr. Cuanpier. Yes, there is air conditioning in Miami. It is a 
comparatively new building. 

Mr. Yares. What about the Federal building in Chicago? 

Mr. Cuanpuier. | think there is po air conditioning there. 

Mr. Yates. I know the dockets are tremendously crowded there. 
As a fellow Chicagoan, I do not know why you discriminate against 
our city. 

Mr. Cuanpter. I certainly do not want to discriminate against 
Chicago. What the Judicial Conference has done in recent years has 
been to urge that court quarters in locations where the heat in summer 
is oppressive should be air conditioned, and the reason for that is that 
whereas formerly the Federal courts could recess for the summer 
months, with the heavy loads that they have presently they should 
sit for a considerable part of the summer months, and in many loeca- 
tions they do. 

Mr. Jonas. Do you have any statistics that would show whether 
sitting judges who have air-conditioned quarters now stay in session 
during the summer? Is there any difference in their vacation periods? 
Take the city of Washington. 

Mr. CuanpbueER. I do not have statistics precisely of that nature. 
I have this kind of statistics of judges I know who feel dutybound, 
because of their very heavy business, to sit under conditions of great 
discomfort in the summer. One is in Columbia, S. C., for example. 
Another is in Memphis, Tenn., where there is no air conditioning. 
Both of those judges are diligent and are exerting efforts throughout 
the greater part of the year to transact their business without air 
conditioning. 

To answer your question, if I may, we ask for air conditioning 
wherever the conditions call for it, but the Public Buildings Service 
says, ‘‘We have no appropriation that is available.”’ 

Mr. Yarns. Has the Public Buildings Service ever requested it? 

Mr. Hunter. A request was submitted to the Bureau of the Budget 
in our annual estimates. 

Mr. Yates. And declined by the Bureau of the Budget? 

Mr. Hunter. Yes. It was submitted for fiscal 1955 for a start on 
the program. Incidentally, the program is enormous. For the 
buildings the courts have asked that air conditioning be provided, to 
comply with their requests would cost $62 million. To provide it to 
all buildings accommodating courts would involve $210 million. 

Mr. Yates. Are you talking about the cost of air conditioning 
units or complete air conditioning systems? 

Mr. Hunter. I am talking about installing air conditioning in the 
buildings. It is not just the cost of air conditioning itself. In many 
cases the electrical distribution systems are inadequate to handle the 
load, so we get into an enormous remodeling job. And while we are 
working with air conditioning, there is another question we would 
want to consider as to whether or not we should include the lighting 
as well. So you get into involved questions. 
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For air conditioning alone a request for $25 million was made to 
the Bureau of the Budget for the fiscal year 1955, but it was not 

fr. Yares. I do not see any sense in providing air conditioning for 
new judges and not providing it for the old judges. I believe if any 
distinction is made, the air conditioning should be given to present 
judges ahead of those who in many instances are not even appointed 

et. 

. Mr. Jonas. In my State we have three Federal judges and I do not 
think air conditioning is available to them; and our State judges hold 
court throughout the year and in my hometown the summer term of 
court convenes in the middle of July, and none of them have enjoyed 
air conditioning. 

Mr. Yares. I think the judges should be given air conditioning if 
they sit in the summer months. In Chicago we had temperatures of 
over 100 last week. 1 think it is unfair to ask them to sit in courts in 
those temperatures without air conditioning. 

Mr. Jonas. You do not contemplate air-conditioning the court- 
rooms, do you? 

Mr. Hunter. Yes. 

Mr. Jonas. In addition to the chambers? 

Mr. Hunrer. Yes. 

Mr. Jonas. We never have temperatures of over 100 in courtrooms. 
They are built with high ceilings and are well ventilated. 

Mr. Yates. In Chicago on some days we have temperatures above 
90 in the courtrooms. 

Mr. Jonas. That is what adds to the cost, because we could air- 
condition a dozen judges’ chambers for what it would cost to air- 
condition one courtroom, could we not? 

Mr. Hunter. There is another factor there. With air conditioning 
and modern lighting we can use interior spaces. In Chicago, for 
example, the courtrooms are entirely enclosed and have no outside 
exposures, so that you have no street noises and you have a more 
efficient and more workable courtroom. So air conditioning does 
let you use space you otherwise would be unable to use. However, 
the criterion in this estimate is that there shall be a certain tempera- 
ture, an 80-degree-design temperature—that is a technical term our 
engineers use which means the combination of heat and humidity— 
must prevail in order to warrant air conditioning. 


DESIGN AND SUPERVISION 


: Mr. doman. What about this item of $459,000 for design and super- 
vision? 

Mr. Hunter. That is for architects and engineers. That is the cost 
of getting out plans and specifications and supervising construction. 

Mr. Jonas. How do you do that, by contract? 

Mr. Hunrer. It may be done by contract, but. more likely b 
GSA employees. Those are presently existing buildings and we will 
have to send our engineers to examine them and prepare the plans 
and specifications. 

Mr. Jonas. You mean you will use people already in your employ? 

Mr. Srropex. Not necessarily. Some projects are of such char- 
acter that we may hire outside architects to do the job. As I under- 
stand, we have the plans for the existing buildings on file. 
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Mr. Jonas. That strikes me as a heavy item if you are going to 
do it through your own Administration. 

Mr. Hunrer. This is expensive work. It would be much cheaper, 
as far as the percentage cost of drawing plans and specifications, if we 
rooney with a new building. But we have to work with what is 
there. 

Mr. Jonas. But is that not included in item 1, “Alteration and 
remodeling’? 

Mr. Hunter. No, sir. 

Mr. Jonas. I asked if you were going to engage somebody to do that 
or use your own staff. 

Mr. Hunter. Either way. 

Mr. Jonas. You have to know what you will do in order to make 
your estimate. 

Mr. Hunter. There will be no big difference in cost. We will do 
the job in the most economical way. 

Mr. Jonas. You mean it will cost the same if you do it with your 
own staff as if you engage outsiders to do it? 

Mr. Hunter. Pretty nearly. 

Mr. Jonas. Then we should be able to get rid of a lot of your staff. 
How many people do you have in your department that does that 
work? 

Mr. Hunter. I would say in the neighborhood of 100 to 110 in the 
central office, and we have regional offices that have 10 to 20 people. 
A lot of work will be done in the field offices. 

Mr. Jonas. How will you spend half a million dollars of new 
money—because you already have enough money from Congress to 
pay salaries? 

Ir. Hunter. No. Salaries of these employees are not paid from 
annual appropriations, but are paid from project funds. We have 
only 11 people in our design and construction division that are paid 
from direct appropriations. The rest are time-carded and charged 
against the jobs. This $459,000 will oN bow for payment of the cost 
of drawings and supervising the work that is included in the other 
items, whether done by GSA or private architects. 


REQUEST FOR AIR CONDITIONING 


Mr. Yates. How many district courts in the country are air- 
conditioned now? 

Mr. Hunter. I do not have that data with me. 

Mr. Yates. How many circuit courts? 

“Mr. Hunter. I have no idea. Do you know, Mr. Chandler? 

Mr. Cuanpuer. I have no idea. 

Mr. Hunter. It would be only in a few new buildings. 

Mr. Yates. You recently built two new chambers in the Chicago 
courts. Is there air conditioning in them? 

Mr. Hunter. Yes, they may be air conditioned because they are 
interior rooms. 

Mr. Yates. Are they air conditioned? 

Mr. Hunter. I think so, but I cannot say definitely. 

Mr. Yates. Have you an estimate as to what the cost of providing 
air-conditioning facilities to the other district judges in Chicago 
would be? 
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Mr. Hunter. No, I have not. 

Mr. Yares. You said it would cost $62 million to provide air 
conditioning for the whole cout system. Presumably a part of that 
is made up of the cost of air conditioning in Chicago. 

Mr. Hunter. The $62 million is for those cases in which the courts 
have asked for air conditioning and we have estimated the cost in 
those buildings for which the request was made. 

Mr. Yates. Would the purchase of individual air-conditioning 
units be cheaper than air-conditioning the whole building? 

Mr. Hunver. You mean aii-conditioning units for the courts alone? 

Mr. Yates. Yes. 

Mr. Hunter. We get in an involved problem immediately because 
the electrical distribution system is involved, as I mentioned a while 
ago. The individual units do not lend themselves to the economical 
operation that the big units do. 

Mr. Yares. Have you considered the possibility of constructing 
new court facilities in some cases as being more economical than 
renovating existing structures? 

Mr. Hunter. We have not. 

Mr. Yares. Is that too far fetched to even consider? 

Mr. Srrosext. The requirements at each location according to this 
list are not enough to require new independent buildings. 


COURTROOM IN SAN DIEGO 


Mr. Yares. Do you have a courthouse in San Diego now? 

Mr. Hunter. Yes. 

Mr. Yates. How many courtrooms there? 

Mr. Cuanpuer. There is one courtroom in San Diego. 

Mr. Yares. And you propose to remodel it to make another court- 
room? 

Mr. Hunrer. To convert areas used for office space into an addi- 
tional courtroom. 

Mr. Yares. Is that in a Federal building? 

Mr. Hunrer. Yes. These facilities must be in Federal buildings 
according to statute. 

Mr. Jonas. Which statute? Do you mean the one creating the 


new 
Mr. Hunter. No. 
Mr. Jonas. Is there not a provision that space can be donated? 


Mr. CHANDLER. Section 142 provides: 
Court shall be held only at places where Federal quarters and accommodations: 


are available, or suitable quarters and accommodations are furnished without 
cost to the United States. 


INEQUITIES FROM LIMITING AIR-CONDITIONING INSTALLATION 


Mr. Yares. In San Diego you ask for air conditioning in the space 
converted only. Does the other judge have air conditioning? 

Mr. Hunter. No, sir. 

Mr. Yates. I will not vote to provide air conditioning for a new 
judge in preference to a sitting judge. 

ir. Hunter. That would save a lot of headaches. 

Mr. Yares. I would rather vote for air conditioning for both judges. 
than for just the new judge coming in. I think both of them should 
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have it. Did you ask the Bureau of the Budget for air-conditioning 
facilities in the buildings you propose to convert? 

Mr. Hunrer. In these buildings? 

Mr. Yares. Yes, for the existing judges. 

Mr. Hunter. No, sir. The request we sent to the Bureau of the 
Budget last fall was a first step on a nationwide program for air 
conditioning of all eligible Federal buildings. 

Mr. Yates. Why do you give it to the new judges instead of to the 
old ones? 

Mr. Jonas. Because while they are remodeling new quarters it 
is easier to do it then than to tear out old quarters, is that not right? 

Mr. Yates. That is not necessarily true. 

Mr. Hunter. We have to use such space as is available. 

Mr. Jonas. You do not plan to put air-conditioning systems in 
buildings already in existence that you do not plan to remodel? 

Mr. Hunrer. Not in this estimate. 

Mr. Yates. Why should they not? 

Mr. Srroset. Is it not povsible the older judges can take over the 
new quarters? 

Mr. Yates. Let us ask Mr. Chandler if that will happen. 

Mr. Cuanpuier. This would be my answer to the entire problem: 
Of course the thing that is desirable, really, with the technological 
advances that have been made, is to provide air conditioning that 
will make confortable conditions for the courts to work. 

Mr. Yates. That is right. 

Mr. CHanpuer. The reason why this proposal comes forward is 
that to air condition all court quarters would be a very large project 
and would involve a very large sum of money. We have urged a 
much larger scheme of air conditioning than this, but here is new 
construction which is necessary to provide for the additional judges. 
Air conditioning, it is my understanding, can be provided for in 
connection with that construction more economically than it could 
be provided later, and this is a start. 

Mr. Yates. Let me ask you whether existing judges will be given 
the opportunity and the choice of having these new courtrooms after 
they are built before the new judges are given them? 

Mr. Cuanpter. I can only answer that by saying that would be 
something to be decided within the court. 

Mr. Yares. Do you see the point I make? I do not see why new 
judges should be given advantages sitting judges do not have. 

Mr. Cuanpter. That is a consideration which, in the internal 
administration of a particular court, seems to me very pertinent, but 
the matter would not be within my authority. 

Mr. Jonas. Who assigns the judges’ chambers? 

Mr. Yares. They are assigned on the basis of seniority, are 
they not? 

Mr. Cuanpuer. Ordinarily on the basis of seniority. 

Mr. Jonas. Does the senior circuit judge control that? 

Mr. Cuanpusr. There is a provision that a circuit judge does 
have a certain power. In a general way, without looking up that 
particular provision of the statute, the assignment of calendars in 
a court is something for the judges of the court to work out, and 
you are quite right that if the court cannot agree, then there is power 
in the circuit judge and the judicial council of the circuit. 
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FURNITURE AND EQUIPMENT 


Mr. Yates. Mr. Chairman, I would suggest we find out the cost 
of the furniture included in here. I do not have any concept of what 
a chair costs on the basis of $3 or $5 a square foot. What does a 
judge’s chair cost? 

Mr. Paumer. $174. 

Mr. Yates. What goes into furnishing a courtroom, how many 
chairs, and how many tables, and what are their costs? 

Mr. Pautmer. There are 14 chairs in a jury box. 

Mr. Yates. Do you have 14-man juries now? 

Mr. Cuanpier. Two alternate jurors. 

Mr. Yates. That may be furnished for the record, Mr. Jonas. 
I think it should be a part of the record. 

Mr. Jonas. Yes. ill you furnish for the record a complete 
statement of the cost of the individual items in the furnishing of a 
courtroom? 

Mr. Yates. What you call standard items. 

Mr. Jonas. What re in this $5 per square foot for furniture? 

Mr. Pautmer. Could we furnish you the standard equipment for a 
courtroom? 

Mr. Jonas. Yes. 

(The information requested is as follows:) 


Detail of basis for estimate for furniture and equipment 
(Types, sizes, and quantities are those prescribed in U. 8. Courts Manual of GSA of Aug. 1, 1946] 


1 desk tray 
1 filing cabinet 


1 cabinet (utility) 

2 wastepaper baskets, at $15 
1 dictionary stand 

1 chair 

1 davenport 

2 rm at $28 


8 chairs, at $53.21 
9 bookracks, at $56 


$3, 456. 92 


SSESSSSESSS 


2 wastepaper baskets, at $15 
2 desk trays, at $19.50 


Draperies 
1, 525. 17 


| 
1. Judges’ suites, 94,000 square feet, at $5 per square foot: 
(a) Judge’s office, 546 square feet (standard): 
chal “IT 174. 00 
/ 
(b) Secretary’s office, 252 square feet (standard): 
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Detail of basis for estimate for furniture and equipment—Continued 


1. Judges’ suites—Continued 
(c) 252 square feet (standard): 


1 desk tray 

1 wastepaper basket 

2 bookracks at $56 

2 chairs at $53.21 


$1, 279. 56 


2 chairs at $63.21... 
417. 24 


Total, 1,164 square feet (standard), $5.74 per 
square foot 6, 678. 89 
2. Justice Department facilities, 15,000 square feet at $3 
per square foot: 
(a) United States attorney’s suite, 535 square feet 
(standard): 
$341. 


1 desk tray 9. 30 
1 cabinet (utility) . 00 
1 cabinet (filing) . 00 
1 wastepaper basket 5. 00 
4 bookracks at $56 . 00 
1 davenport 99. 

. 50 

. 84 


. 00 
. 05 
50 
00 


. 00 
. 00 
. 00 
. 00 
. 50 
. 00 
. 00 
. 00 
. 42 
. 05 


2, 698. 64 
(b) Administrative assistant’s office, 312 square 
feet (standard): 


1 cabinet (utility) 

1 cabinet (filing) 

1 desk tray 

1 wastepaper basket 
2 cupboards at $120 


(c) Administrative assistant attorney, secretary, 
180 feet (standard): 
1 desk 


|| 
19. 50 
15. 00 
115. 00 
112. 00 
106. 42 
(d) Anteroom, 114 square feet (standard) : 
99 
15 
——_ 1, 505. 47 
| 
-—— 554. 35 
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Detail of basis for estimate for furniture and equipment—Continued 
2. Justice’ Department facilities—Continued 


1 desk tray 

1 wastepaper basket 
1 cupboard 

1 chair 


(e) United States marshal’s office, 532 square feet 


1 cabinet (utility) 

1 cabinet (filing) 

1 wastepaper basket 


Total, 1,739 square feet (standard), $4.23 
per square foot 7, 360. 11 


COURTROOM FURNITURE AND EQUIPMENT 


3. Courtrooms, 16 at $35,000 each, 2,250 square feet (standard): 
Combination judge’s bench and 2 witness boxes (complete)... $18, 000. 00 
Combination desk for clerk of court and court reporter 2, 006 
Flagstaff 
Benches (16) 

Combination front bench and rail with pair of gates in center __ 
Reporters’ table 

Jury box (14 jurors) 

Witness chairs, fixed pedestal rotary armchairs, 2 at $102_____- 
Jurors’ chairs, fixed pedestal rotary armchairs, 14 at $90_______ 
Judges’ chairs, 3 at $174 

Attorneys’ chairs, rotary arm, 10 at $102 

Clerk of court rotary armchair 

Miscellaneous armchairs, 40 at $50 

Tables for attorneys, 2 at $210 

Movable leetern 

Jury wheel 

Electric clock 

Speech amplifying system with microphones_-_____-___-_-_-_- 
X-ray viewer 

Blackboard and bulletin 

Wastepaper basket 


| 
(d) United States attorney, secretary, 180 square 
feet (standard): 
$554. 35 
1 chair 
125. 00 
164. 00 
15. 00 
141. 00 
2, 047. 30 
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Mr. Srropeu. A question was raised about the 8-percent contin- 
gency item. I would like to say this budget estimate is made up 
without the benefit of any thorough study or any preliminary sketches 
or drawings for specific locations. It is customary in the industry 
to add from 5 to 15 percent contingency when you are making u 
cost estimates, because we do not know enough about what we will 
run into when we go into alterations. So this 8 percent is actually 
a small amount. 

MOVING OF FURNITURE 


Mr. Jonas. Have you had your attention called to a bill recently 
passed by the House and now pending in the Senate authorizing 
GSA not to move furniture with personnel unless necessary? Are 
you contemplating in this the purchase of new furniture throughout? 

Mr. Hunter. Yes; for the facilities provided here. 

Mr. Jonas. What will you do with the furniture in the space now? 

Mr. Hunter. We move it with the people we move out. 

Mr. Jonas. Under this new bill, which I think will pass the Senate 
and become law, you are authorized to leave furniture where it is and 
not move furniture. I would not suggest that you do that in respect 
to the judges. I think they are entitled to new furniture, but you 
might do it with respect to United States marshals and clerks. 

Mr. Hunter. At the $3 rate, we probably will have to use such 
existing furniture as is appropriate. 

Mr. Jonas. Like other people who work for the Government, 
there might be some furniture which you could let them use and not 
buy completely new equipment. 

Mr. Hunter. That might be, but if we move out the representative 
of the Department of Agriculture or the Department of the Interior, 
the Indian service or some others, we have to set them up in business 
somewhere. So we will have a corresponding amount of furniture 
to buy for them. 

Mr. Jonas. You have considerable furniture on hand in storage, 
do you not? 

Mr. Hunter. That stock, I understand, is getting low. 

Mr. Jonas. That is good. 
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Turspay, JuNE 29, 1954. 


ST. LAWRENCE SEAWAY DEVELOPMENT 
CORPORATION 


WITNESSES 


HON. ROBERT B. ANDERSON, DEPUTY SECRETARY OF DEFENSE 
LEWIS CASTLE, ADMINISTRATOR (DESIGNEE), ST. LAWRENCE 
SEAWAY DEVELOPMENT CORPORATION 


MAJ. GEN. B. L. ROBINSON, UNITED STATES ARMY, DEPUTY CHIEF 
OF ENGINEERS FOR CONSTRUCTION 


Mr. Jonas. We now have for consideration a supplemental request 
as contained in House Document No. 428 which deals with the 
St. Lawrence Seaway Development Corporation organized under 
the act recently passed by Congress, as follows: 


Saint Lawrence Seaway DeveLopMENT CorPORATION 


The Saint Lawrence Seaway Development Corporation is hereby 
authorized to make such expenditures within the limits of funds and bor- 
rowing authority available to it and in accord with law, and to make such 
contracts and commitments without regard to fiscal year limitations as 
provided in section 104 of the Government Corporation Control Act, as 
amended, as may be necessary in carrying out its authorized functions 
for the fiscal year 1955: Provided, That said funds shall be available for 
the purchase of not to exceed two passenger motor vehicles, and for services 
as authorized by section 15 of the Act of August 2, 1946 (6 U.S. C. 66a), 
at rates for individuals not to exceed $100 per day. 


The budget for fiscal year 1955 included a tentative supplemental authoriza- 
tion of $105,000,000, under proposed legislation, for the Saint Lawrence Seaway 
Development Corporation. This Corporation has now been created under the 
provisions of Public Law 358, approved May 13, 1954, with authority to finance 
its activities by the issuance of revenue bonds to the Secretary of the Treasury. 
Under the authorizing act, the Corporation is authorized to issue not to exceed 
10 percent, or $10,500,000 worth, of these bonds during its first year. During 
fiscal year 1955 the Corporation will conduct investigations, surveys, planning, 
and preconstruction work, and will initiate its program of land acquisition for 
the works authorized. In addition to financing these activities, it will be neces- 
sary for the Corporation to expend funds during its first year for administrative 
expenses. Under the authorizing act, the Corporation will be operated under 
the Government Corporation Control Act and this proposed provision is required 
to provide the necessary authority for such operations. 


We have with us to testify the Deputy Secretary of Defense, Mr. 
Anderson, together with certain people from his office—Mr. Castle, 
General Robinson, Mr. Garlock, and Mr. Loftis. 

I think we will ask Mr. Anderson, first, if he has a prepared 
statement he would like to make. 

Mr. Anperson. I do have, Mr. Chairman. 

Mr. Jonas. If so, you may either read it, or speak from it. 


GENERAL STATEMENT 


Mr. Anperson. Mr. Chairman and members of the committee 
the Congress, by Public Law 358, approved May 13, 1954, authorized 
the creation of the St. Lawrence Seaway Development Corporation 
as the instrumentality of the United States Government to construct, 
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maintain, and operate that part of the St. Lawrence seaway to be 
located in United States territory. The project provides for the con- 
struction of navigation facilities along the 46-mile Miiternasional Rapids 
section of the St. Lawrence River, together with necessary dredging 
of scattered rock shoals in the Thousand Island section. 

The President, by Executive Order 19534, dated June 9, 1954, 
delegated to the Secretary of Defense his responsibilities for directing 
the activities of the Corporation. The Secretary has redelegated this 

ye plan to move ahead with this project as rapidly as good business 
judgment dictates. There are certain preliminary negotiations with 
the Canadian Government which will begin soon and there will be 
certain organizational, administrative and early operational and 
engineering expenses in connection with establishing and operating 
the Corporation. In view of the fact that there are many variables 
which must arise in the early stages of negotiations, organization and 
operation, it is premature to forecast now, specific organizational plans 
for the Corporation. We are therefore submitting for your information 
a chart which is illustrative. It will be our purpose to obtain as 
members of the Advisory Board, men of outstanding business and pro- 
fessional capability with a real dedication to the national welfare. 
It is envisioned that there will be in the early stages of the organization 
substantial demands upon their time and effort. 

Because of the uncertainties incident to the organization and 
operation of a new corporation, we do not believe it is realistic to 
present a precise budget. Consideration should be given to certain 
organizational, administrative and travel expenses but some flexibility 
is desirable because of unforeseen contingencies. These factors we 
will be glad to discuss with the committee. 

In view of the importance of the responsibilities to be undertaken by 
the Corporation, your attention is directed to the fact that while the 
Classification Act of 1949 provides authority to place positions in 
grater 16, 17, and 18, all of the positions authorized under that act 

ave been allocated to other agencies. In order to provide the 
Administrator of the Corporation with authority to employ the best 
qualified personnel in key positions in his organization, it is recom- 
mended that provision be made for four positions to be placed in 
— 16, 17, and 18 for the St. Lawrence Seaway Development 

orporation over and above the numbers authorized in the Classifi- 
cation Act. 

T should like first to point out to you that the Advisory Board which 
we refer to is a group which will be appointed by the President and 
confirmed by the Senate; so when we talk about men whom we expect 
to secure you will understand what is meant. 

Mr. Jonas. How many will there be on that Board? 

Mr. Anprerson. Five. The other thing I would like to point out 
to you gentlemen, if I have not heretofore done so, is that Mr. Castel, 
who accompanies us here today, has been nominated by the President 
to be Administrator of the Corporation and his nomination is now 
pending before the Senate. 

The chart which we have distributed is only by way of illustration; 
because we thought we would like at this time to try only to generalize 
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the organizational scheme and budget to be presented to the com- 
mittee. We have just begun our organizational work and have not 
yet had our conversations with the Canadian Government. 


REQUEST FOR APPROPRIATION LANGUAGE 


Mr. Jonas. What are you asking for in this supplemental? 

Mr. Anprerson. We are asking only for authorization to spend a 
portion of the money which is derived from the sale of bonds to the 
Treasury for administrative organization, engineering and equipment 
expense. 

r. Jonas. Under the act, the Corporation is authorized to issue 
$10.5 million of bonds for the first year. 

Mr. Anprrson. That is correct. 

Mr. Jonas. As soon as you can set up the organization it is pro- 
posed to issue those bonds? 

Mr. AnpERSON. We will only issue bonds at the rate we require 
the money. 

Mr. Jonas. You will issue them as required? 

Mr. Anpperson. Yes, sir. 

Mr. Jonas. It is out of that $10.5 million that you are asking 
authorization now to spend? 

Mr. Anprerson. That is correct. We are not asking for appropri- 
ated funds. 

Mr. Jonas. You do not know yet how much you will need? 

Mr. Anprrson. We do not know, for example, how rapidly our 
conversations with the Canadian Government will go; nor do we know 
how rapidly our engineering plans will go forward. The Army 
— of course, have spent quite a bit of time already on it. 

will say this, that we propose in the beginning to utilize the services 
of already existing agencies both for administrative and legal pur- 
poses—for all purposes in the beginning. But the act provides that 
all of the utilization which we make iT iho services shall be reim- 
bursable to the respective Departments; so that it will be a charge 
against the fund. 

Mr. Jonas. It will eventually become a charge against this fund? 

Mr. ANpERSON. Yes, sir. 

Mr. Paituirs. What the St. Lawrence seaway is asking for is 
language and in that language are several provisions that are some- 
what contrary to the historic attitude of this committee and really the 
attitude of the Appropriations Committee. I quote on line 2 and part 
of line 3, page 8, of the President’s supplemental message, which 
reads— 

* * * to make such expenditures within the limits of funds and borrowing 
authority * * *. 

That is done under contract without limitation. I am not saying we 
would not do it, but I am saying it would be an exception to the 
historic policy of the Appropriations Committee. , 

I am convinced of the justice of what you are asking for, Mr. 
Secretary, but I am not convinced that vou cannot furnish us any 
figures. Certainly you ought to be able to set some limit. You have 
$10.5 million authorization to sell bonds; is thet right? 
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Mr. Anperson. That is right. 

Mr. Puituirs. Do not you think it is possible to give us some 
breakdown? 

Mr. AnpErson. Yes, sir. We are prepared to do that. 

Mr. Puiturrs. Do not you think that would be advisable? 

Mr. AnpEerson. Again, as pointed out in my statement, I do not 
think we can be exactly specific in setting up our budget, because we 
do not know how rapidly we will move. But we do have an analysis 
of some estimated expenses which we will be glad to submit. 


ANALYSIS OF ESTIMATED CORPORATE ADMINISTRATIVE EXPENSES 


Mr. Puriuips. Is there any objection to putting this in the record? 
Mr. Anperson. Not at all, from our point of view. 
(The matter above referred to is as follows: ) 


Analysis of estimated corporate administrative expenses 


Object classification 


05 Rents and utility services 
06 Printing and reproduction 


08 Supplies and materials. 

09 Equipment 

11 Grants, subsidies, and contributions. 
15 Taxes and assessments 


3| 


Mr. Purures. This analysis calls for personal services of $195,100. 
Could you break that down? Is that the chart you have presented 
to us? 

Mr. Anperson. That is the chart you have before you. We can 
break it down. 

(The chart above referred to is as follows:) 


Stesodstq wry 
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Mr. Puiuures. Mr. Jonas points out that this chart shows you are 
to have an Administrator, Deputy Administrator, and an Advisory 
Board, and in the administrative office there are to be payments for 
personnel, security, space, travel, payroll, mail and files, supplies and 
equipment, organization and methods, publications, history, and for 
Secretary to the Advisory Board. 1 suggest he is probably goirg to 
have his hands full. 

I think this, in a way, is your first appearance before this committee 
and you should know that we are not a committee that deals in 
generalities, but a committee which tries to get down to specific details 
of what the money is asked for, how it is going to be spent, and whether 
the amount is accurate, and we have held pretty closely to that. 

Mr. AnperRson. We appreciate that fact and we propose that all 
of our subsequent budgets will contain that information. 

Mr. Paiuurrs. Can you break down that $195,000 for personal 
services? 

Mr. ANDERSON. Yes, sir. 

Mr. Putures. Suppose you try to do that. And travel is a rather 
eneral statement. I will read this for the benefit of the committee: 
ravel, $20,000; transportation of things, $6,000; communication 

services, $5,600; rents and utility services, $10,000; printing and 
reproduction, $3,000; other contractual services, $15,000, without any 
breakdown; supplies and materials, $2,500; equipment, $40,000; 
grants, subsidies and contributions, $2,000—that is probably social 
security? 

Mr. Anperson. That is civil service retirement fund payments 
to be made by the Corporation as required by the act. 

Mr. Puruurps. And taxes and assessments, $800. 


PERSONAL SERVICES 


Then here is a breakdown making up the $195,000, which we will 
also put in the record as an indication of the organization which the 
St. Lawrence Seaway Corporation perhaps hopes to reach during 
the year but probably will not have for the entire fiscal year. And 
that being the case, the third column shows a recruitment date running 
from the Ist of August to as late as the Ist of next April, as the 
recruitment date for the people involved. 

(The matter above referred to is as follows:) 
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Illustrative staffing plan as presented in justification of budget estimates, 
fiscal year 1955 


Recruit- 
| Grade — ment Net cost 
date 
} 
Offiee of the Administrator: 
GS8-15_.....- 10,800 | Sept. 1 9, 000 
5,060 | Aug. 1 4, 638 
4,205 | Oct. 1 3, 504 
OPC-4..._-- 2,750 | Aug. 1 2, 521 
40,315 35, 705 
Office of the Deputy Administrator: . besa 
Deputy Statutory 16,000 | Nov. 1 12, 000 
Office of the Comptroller-Treasurer: 
| 10,800 | Feb. 1 4, 500 
8,360 | Mar. 1 2, 787 
Accounting clerk 4,205 | Nov. 1 , 803 
a 4,205 | Oct. 1 3, 154 
Clerk-stenographer 3,410 | Feb. 1 1,421 
Office of the General Counsel: ja 
Deputy General GS-15....... 10,800 | Jan 15 4, 900 
nodes GS8-14....... 9,600 | Apr 1 2, 400 
Technical Division: 
GS-18_.....- 14,800 | Nov. 1 9, 867 
GS-17....... 13,000 | Feb. 1 5, 417 
GS8-15......-. 10, 800 |...do..... 4, 433 
GS8-15....... 10,800 | Mar. 1 3, 600 
10, 800 | 3, 600 
GS8-13....... 8,360 | Apr. 1 2,090 
4,205 | Nov. 1 2, 803 
Clerk-Stenographer....................-----.---.-. GS8-6........ 3,410 | Feb. 1 1, 421 
Administrative Office: 
Administrative Officer 9,600 | Sept. 1 8, 000 
5,940 | Dee. 1 3, 455 
4,205 | Jan. 1 2, 103 
3,410 | Nov. 1 2, 273 
3,175 | Jan. 1 1, 580 
3,175 | Dee. 1 1,850 
2,552 | Oct. 1 1,914 
21, 175 
156, 561 
Annual rate 
Permanent $156, 561 
Regular pay in excess of 52-week base___.____..._.-.-_--.-.-------- 1, 039 
Other payments for personal services_...............-.--.----.---. 10, 000 
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Mr. Puatuuries. On that basis, you are asking us, without further 
breakdown so we know what you want the money for, for authorization 
to spend the money within those limits, yet this will provide for the 
purposes you have already testified to in this statement? 

Mr. AnpERsoN. Yes, sir. 

Mr. Putuurrs. You also ask for two passenger vehicles and as this 
is the committee out of which the idea developed that we should use 
our cars to the best advantage, you will probably be given very good 
cars, but perhaps they will not be new cars that you will buy for 
yourself, 

Mr. Yates. Which agency is that? 

Mr. Puitires. General Services. 

Mr. Tuomas. I was looking over this language, Mr. Secretary, and 
checking it up with your basic act. There is no limitation on what 
amount of money the Corporation can spend, is there? The limitation 
is that you can have outstanding not to exceed $105 million at any 
one time. 

Mr. Anverson. There is a further limitation that we can only issue 
$10.5 million the first year. 

Mr. Tuomas. But the overall amount outstanding at any one time 
is still $105 million. 


ESTIMATED COST OF THE PROJECT 


What do you think the project is going to cost before you get it 
constructed; what is your best guess on it? 

Mr. Anprerson. General Robinson may be able to answer that. 

Mr. Tuomas. Do you have any figures on it, General? 

General Roprinson. Yes, sir. We estimate on the basis of 1952 
prices the actual construction cost at $88 million, approximately. 
That would not include the costs of the Corporation. 

Mr. Tuomas. What is the difference? You made a distinction be- 
tween the Corporation and the construction. The Corporation is 
going to do the construction, is it not? 

General Rosinson. Yes, sir; but those were figures that we included 
in our testimony before the Senate on the basis of the Corps of En- 
gineers doing the work. The overhead costs of the Seaway Corpora 
tion would be in addition to the construction costs. 

On the basis of today’s prices, however, using the construction index, 
the costs have gone up since presenting the above figure to a total of 
$93,340,000 covering the construction costs. 

Mr. Puiuurps. In stating you can only issue bonds the first year, 
do you mean by that the fiscal year beginning July 1, day after 
tomorrow, or do you mean you can issue $10.5 million up to July 1 
and then under the provision it lets you issue more bonds? What do 
you call your first year? 

Mr. AnpeErRsSON. I assume the first year would be the first vear of 
existence as a corporation. 

Mr. Puitires. The Corporation was created May 13, 1954. 

General Ropinson. As I understand, nothing happens until the 
Administrator is appointed. I would suspect the interpretation 
might well be the first year that the Administrator was in office, 
which probably will be about the first of the fiscal vear. 
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Mr. Anperson. I am not quite so sure, but I rather imagine the 
Corporation had corporate existence from the time Congress created it. 

Mr. Yares. Where is that provision to which you are referring 
about the $10.5 million? 

Mr. Anperson. That is in the basic act; not the supplemental. 

Mr. Yares. | have here Public Law 358 of the 83d Congress. Is 
that the basic act? 

Mr. AnperRsoN. Yes. 

Mr. Tuomas. Did | understand you to say the Corps of Engineers 
is going to do this work, or how will the work be done? 

Mr. Anperson. That is a decision which has not yet been finalized. 

Mr. Yares. This act says 


The first year after the effective date of this act. 

Mr. Anprerson. We thought it would not be proper to make that 
final decision until after the Administrator and perhaps the Deputy 
Administrator were in office, since they are going to have the detailed 
responsibility. 


GOVERNMENT VERSUS PRIVATE INDUSTRY CONSTRUCTION COSTS 


Mr. Tuomas. What is the general thinking? Can this be done 
through existing Government construction units like Yards and Docks, 
the Corps of Engineers, or can you do it cheaper through open and 
competitive bidding by private companies? 

Mr. Anprerson. I have made no exploration into the relative cost 
between the two. We assume the first proposition would be to 
— what would be the advantages of having the Army engineers 

it. 

Mr. Tuomas. Maybe the general can shed a little light on it. What 
has been the experience of the Corps of Engineers’ costs compared 
with private industry? 

General Ropinson. On locks, I believe we have had almost a 
monopoly on that. I think we have built something over 300 locks 
in the country. The St. Lawrence work involves a set of three. We 
have done our own lock designs and have advertised for competitive 
bids to private contractors making award to the lowest responsible 
bidder. If we were assigned this job, we would do this in a similar 
manner. 

Mr. Tuomas. We have had occasion to look at a lot of construction 
work done by the Government and private enterprise and, much to 
our surprise, take TVA, for instance, in the construction of the big 
dams, and so forth, private utilities are coming in and saying ‘Well, 
this TVA crowd can do this work just as cheap as we can.’”’ We sort 
of had some doubt about it until that came out. Even though the 
Government is operating through the device of a corporation, it is a 
Government corporation, so I do not know whether you gain any- 
thing or not. For instance, you take Atomic Energy operating 
through contractors: In one breath it is not the Government; in the 
other breath it is the Government and the entire bill is paid by the 
Government. I do not know what the device amounts to or what it 
saves. The employees can strike. If it is the Government, they 
could not; but here is a Government corporation where the taxpayers 
pay 100 percent and pick up the bill. do not know what the ad- 
vantage is in the use of the corporate device. 


| 


of 


| | 

Wi 
we 
be 
CO 
to 
cc 
cl 
th 

w 
fo 
hi 
Ww 
| B 
gi 
n 
si 
3 li 
is 
| Pp 
W 
n 
| tr 
f 
t 


801 


Your operating funds will be from appropriated funds, will they not? 

Mr. Anperson. No, sir; they will be funds derived from the sale 
of bonds. 

Mr. Tuomas. And there is no limitation on those operating funds? 

Mr. Anperson. Not currently. 

Mr. Tuomas. Do you think it should be that way, Mr. Secretary, 
without any limitation? 

Mr. Anperson. We would have no objection, if the committee 
would like, to putting an operating limit on it; because it will certainly 
be my own purpose, and I am sure the purpose of Mr. Castle, if he is 
confirmed, and the Corporation to operate with every consideration 
to good business judgment. 

We have no objection to putting a limitation on administrative 
costs. 

Mr. Tuomas. We have always been rather slow in writing a blank 
check, and this is certainly plowing in rough soil, to say the least, i 
the first year. 

Mr. Yares. This is the first time I have had any formal experience 
with Secretary Anderson before this committee. I just want to say 
for the record that in my dealing with him in the past I have found 
him to be very able and very conscientious, and it is a pleasure to 
welcome him before the committee. I have confidence in his ability. 
By tradition in this committee we like to get the background of the 
administrators who appear before us. I wonder if Mr. Castle might 
give his background and experience so that we have it in the record. 


BACKGROUND OF MR, LEWIS CASTLE 


Mr. Casrie. I come from northern Minnesota where I have been 
engaged in the banking business for the last 35 years and on the 
matter of extravagance, Mr. Thomas, I have been trained not to be 
extravagant. And if I am named as the Administrator, the respon- 
sibility will be mine largely when this work begins, and certainly it 
will be my endeavor to perform the work without even reaching the 
limitation, which is $105 million. I think it can be done, based upon 
estimates that have already been worked on by the Corps of Engineers. 

Also, being in the banking business, I am somewhat familiar with 
the various types of engineers because in our loan operations, credit 
is extended to shipbuilders, contractors, mining people, equipment 
people, and I have a fairly wide acquaintance throughout the country 
with very competent people who are engaged in engineering and equip- 
ment and whose talents might be utilized for this large project. 

It offers us a great opportunity for a joint venture with our neighbor 
to the north, Canada, and I hope the judgment exercised by the 
President in selecting me as Administrator will be justified by the 
future conduct of this newly incorporated body. 

I do not think there is much more to say about my background, 
unless you have some questions. 

Mr. Tuomas. Your background is wonderful. 

Mr. Yares. How long have you been in the banking business? 

Mr. Castie. ‘Thirty-five years. 

Mr. Yates. Have you been in any business other than banking? 

Mr. Caste. Part of that time. After I left college, I was with 
the Carnation Milk Co. as a factory superintendent. 


802 


Mr. Yates. On what basis do you think these contracts should be 
let by the Corporation—under negotiated bid, or by competitive 
bidding? What is your thinking in this respect? 

Mr. Caste. Circumstances reveal sometimes where a negotiated 
bid is preferable to a competitive bid. In my own field of operations, 
I have generally felt that competitive bidding was the better of the 
two; but sometimes there is the time element and where you have a 
contractor who can be depended upon, it is sometimes advantageous 
to employ one on a negotiated basis. 

Mr. Yarers. This is a rather ordinary type of construction job that 
would not require cost-plus contracts, is it not? You do not con- 
template using cost-plus contracts, do you? 

Mr. Caste. I do not think so; General, do you? 

General Rosinson. No, sir. 

Mr. Tuomas. Well, you have essentially a dirt-moving job and 
there is nothing complicated about it and the construction firms 
really have their pencils sharpened and will give you some good bids, 
because they are all looking for business. 

Mr. Yates. The statute also provides that the Deputy Adminis- 
trator shall be appointed by and with the advice of the Senate. Has 
the President yet nominated the Deputy Administrator? 

Mr. Anperson. He has not. 

Mr. Yates. Has he nominated all of the members of the Advisory 
Board yet? 

Mr. AnpErsoN. No, sir; he has not. 

Mr. Yarss. I notice in the real-property division on the chart you 
have listed here leases, sales, inventories, requirements. appraisals, 
acquisitions, and disposals. What leases and sales do you have in 
mind? Will your agency own property? 

Mr. AnperSsON. As a matter of fact, we do not have anything 
specific in mind. 

Mr. Yates. It is just a part of the corporate powers that are 
granted by the basic statute and you do not know quite what is 
included? 

Mr. AnpEersON. Yes, sir. For example, I think we might lease 
office space; we might even lease space in the area for loading and 
unloading facilities, or storage. 

Mr. Yarrs. Will your central office be in the District of Columbia? 

Mr. AnperRsoN. We contemplate for the time being, particularly 
until after all of the negotiations have been completed, that it probably 
will be more desirable to operate fiom Washington and thereafter it 
will probably be more desirable to operate from a point near the site of 
construction in the northern part of the State of New York. 

Mr. Yares. Has there been any arrangement made as yet for a 
joint operating staff between the United States and Canada? 

Mr. Anperson. No, sir; not at this moment. 

Mr. Yares. Or is that contemplated for the future? 

Mr. Anperson. Not at this moment. 

Mr. Puiuures. Is there any relationship at all between you and the 
Boundary Commission? 

Mr. Anprerson. No, sir. There is some relationship between us 
and the power project because of the water which will be impounded 
behind the dam. 
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Mr. Puiuurps. I mean there is no arrangement with the American- 
Canadian Boundary Commission? 

Mr. ANpERsON. No, sir. 

Mr. Puixurps. They do not have representation on your Board? 

Mr. Anperson. No, sir. 

Mr. Puitirs. We thank you very much, Mr. Secretary. That 
concludes the hearing. It is nice to see you. 

Mr. Tromas. It is nice to see you all. A lot of good luck to you. 


WEDNESDAY, JUNE 9, 1954. 
VETERANS’ ADMINISTRATION 
INPATIENT CARE 


WITNESSES 


H. V. HIGLEY, ADMINISTRATOR 

F. W. KELSEY, COMPTROLLER 

J. D. BAKER, ASSISTANT COMPTROLLER, DEPARTMENT OF MEDI- 
CINE AND SURGERY 

ADM. J. T. BOONE, CHIEF MEDICAL DIRECTOR 

A. F. BIGELOW, COMPTROLLER, DEPARTMENT OF MEDICINE AND 
SURGERY 

L. F. SCHOEN, DIRECTOR, MEDICAL BUDGET SERVICE 

PERCIVAL F. BRUNDAGE, DEPUTY DIRECTOR, BUREAU OF THE 
BUDGET 

FRED A. McNAMARA, ASSISTANT CHIEF, LABOR-WELFARE DIVISION 

THOMAS E. BERRY, SENIOR BUDGET EXAMINER 

EARLE D. CHESNEY, STAFF ASSISTANT-WHITE HOUSE 


Mr. Puiuuies. This is a special hearing which I have asked all you 
gentlemen to attend. I have asked Mr. Taber and former chairman 
of our committee, Mr. Wigglesworth, and I have asked Earle Chesney, 
from the White House Staff, to come down because there are some 
things in here which involve policy, as well as matters of fact, and it is 
easier to get us all together and talk about it than try to do it by 
telephone. 

For the sake of the record which will be made of this, let me recount 
the situation that brings it up to date. First of all, Mr. Wiggles- 
worth for 2 vears, Mr. Thomas for 4 years, and myself for 2 years, 
have been chairmen of this committee, and we have in each of these 

ears endeavored to give the total amount of money requested of us 
te the budget, and last year we exceeded the budget request in the 
amount given for hospitalization. 

Yet, almost always in the preceding years as soon as we got out fo 
the hearing room, or the hearings were released, we began to hear that 
it was necessary to close beds, that Congress had not appropriated 
enough money. We would hear from our friends on the legislative 
committee, and we knew this was not so. We had not only given all 
the money requested, but, as you gentlemen remember, we would ask, 
“Have we given you all the money he asked for for hospitalization?” 

We thought we had cured that last year and this year; but, with 
intense surprise, we started hearing the same rumors around the Floor, 
and letters were received saying that the amount of money appropri- 
ated was insufficient and that beds were being closed or not activated. 
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BASIS FOR HOUSE ACTION ON 1955 BUDGET REQUEST 


In this year’s budget, as you will remember, first of all certain things 
were developed in our hearings. We appropriated $598 million for 
hospitals, domiciliaries, and contract beds. That is a combination of 
several line items. The appropriation last year was $555 million for 
VA hospitals. In the budget request the amount for fiseal 1955, 
instead of being $555 million, as in fiscal year 1954, was for $561 
million. That is a difference of $6 million. 

However, in the hearings these facts were disclosed, as you will 
remember. The first one was that you would come out this year with 
more than $6 million left over. You had transferred $5 million to 
dental-care funds. The second was that the work done by our investi- 
gators indicated an area of economy, without any change in the service 
given the veteran, where we thought thorough exploration should be 
made. For the benefit of Mr. Wigglesworth—I think Mr. Taber is 
familiar with it—that was the work done by the investigating staff 
in which they took 84 G. M. and S. hospitals—they did the same with 
the NP and TB hospitals—they divided the hospitals into groups, 


the first 21 with the lowest per-day cost; the second 21, the third 21, . 


and the fourth 21, and pointed out that if the Veterans’ Administration 
would do what an industry would do in such a case, by comparison, 
by giving the high-cost hospitals an idea of what others were doing, 
by increasing morale and by incentives, there was a possibility of 
saving at least $10 million. We were only talking about $6 million. 

As Mr. Thomas will confirm, and I will confirm by my visits, the 
managers of the hospitals generally have said openly that if they could 
be given the responsibility and did not have to come back to Washing- 
ton for every little decision they had to make in the management of a 
hospital, they would save money. They have said that repeatedly 
in the last 4 or 5 vears. ‘ 

Finally, at the suggestion of your staff, it was said that if we would 
combine the cost of hosprtalization, the cost of domiciliaries, and the 
cost of contract beds, that is, the appropriations for those 3 costs, in 1 
line item and relieve you of the necessity of transferring the money 
back and forth and putting a man in a G. M. and S. hospital in a 
different category from a man in an NP or contract bed, you could 
save money. 

As a result of all that, we have a letter from you which appears 
on page 1708 of the hearings which I will ask the reporter to repeat 
in the transcript of this hearing, in which you said that under those 
conditions the sum of $598,127,000 would be adequate to provide for 
an average of 127,000 patients per day in the facilities. 

(The letter referred to is as follows: ) 


VETERANS’ ADMINISTRATION, 
Washington, D. C., March 15, 1954. 
Hon. Joun 


Chairman, Subcommittee on Independent Offices 
of the Appropriations Committee, 
House of Representatives, Washington, D. C. 


Dear Mr. Pariips: With further reference to our conversations with you 
concerning our budget for the fiscal year 1955, this will confirm the opinion of both 
the Chief Medical Director and myself that the sum of $598,127,000 will be 
adequate to provide for an average of 127,000 hospital and domicilary patients 
per day in Veterans’ Administration and contract facilities. In this opinion, it is 
understood that the present standards of medical care must be maintained. 
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The above opinion is based, first, on the understanding that the existing appro- 
priations, fiscal year 1954, for “Maintenance and operation of hospitals,” “Contract 
hospitalization,”’ and ‘‘Maintenance and operation of domiciliary facilities,’”’ will, 
for fiscal year 1955, be combined into a single appropriation for inpatient care; 
second, that the appropriation language be amended so as to relate the amount of 
the appropriation to a total average daily patient load for hospital and domiciliary 
patients rather than an average number of operating beds; and, third, that current 
operating experiences to date indicate a small reduction in the estimate for 
fiscal vear 1954 made 10 months ago. 

This action has the concurrence of the Bureau of the Budget. 

Sincerely yours, 
H. V. Hiatey 


(For the Administrator). 


Mr. Puruuips. I comment on two points there. The first is that 
your own figure for the beds you needed added up to 126,892. We 
rounded it up and not down. 

Second, we did this, which I do not want you to forget: Last year 
we took the number of beds on the basis of activated beds. This year 
I think you and I, Commander Bigelow, had an understanding it was 
to be occupied beds. 

Mr. BicEeLow. Yes; patient load. 


REDUCTIONS IN BEDS AVAILABLE AND ALLOCATIONS AT VARIOUS 
HOSPITALS 


Mr. Puiuuips. So that you have an advantage on the deal. There- 
fore, we were very much surprised to hear from Mr. Wigglesworth, 
that he had a letter from the Brockton Hospital, which is an NP 
hospital, where we know we have a deficit of beds, so to speak, that 
one-third of that hospital was either reduced or not activated; that 
employees on their staff were being let out. 

We have also had word from Hines Hospital in Chicago. I think 
every Member of Congress from Illinois has had a letter about Hines 
Hospital. We will put this one letter in the record but not as ad- 
dressed to any particular Congressman. 

(The letter referred to 1s as follows:) 


THe American Lecron, 
DEPARTMENT OF ILLINOIS, 
Service DEPARTMENT, 
Chicago, Iil., June 3, 1954. 

The funds set up for Hines Hospital in 1955 have been reduced by $1,741,063. 
The allocation for 1954 was $15,788,125. This will result in the reduction of 
authorized positions from 3,314 to 2,831, a total of 483, on top of a reduction in 
March of 1954 of 229 positions. 

The positions lost cover all branches of the hospital service, as well as the 
manager’s office. In the nurses’ service alone we lose 174 positions, 70 in the 
dietetic service, 77 in the physical, medical and rehabilitation sections, 20 in 
social service, 25 in special service, 30 in the engineering division, ete. ‘ 

Beside the loss of positions, the curtailment of funds will have a demoralizing 
effect upon the residency program as set up by the Deans committee, the attend- 
ing-physicians program and the consulting service. Much of the fine medi- 
cine that has been practiced at Hines will be lost. 

The restriction in funds wil! cause a reduction in operating beds from 2,630 to 
2,300. In the last 2 years we have lost a total of 792 beds and 712 positions. 

T am quoting a telegram that I sent to Mr. Harvey V. Higley, Administrator, 
yesterday, which expresses the views of the American Legion: 

“The American Legion as well as veterans in the Chicago area vigorously 
protest and deplore the reduction of funds for the VA hospital at Hines. The 
manager is compelled to reduce his staff by 483 positions and reduce operating 
beds by 330 resulting in deterioration of the fine standard of medical care at 
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Hines. Morale of personnel never so low and restoration of at least $1 million 
for 1955 necessary. 

“Why single out Hines for huge reduction in funds? American Legion feel it 
is not necessary.” 

At last night’s Cook County Council’s meeting, I was authorized and encouraged 
to notifv all of our congressional delegation of what is happening at Hines, be- 
cause we recognize your keen interest in the physical welfare of the sick and 
disabled in the State of Illinois. 

If there is anything you can do in your official capacity to assure us a more 
adequate allocation of funds for Hines for 1955, it will be appreciated by the 2,200 
patients now in the hospital and those who will look to Hines for medical care in 
the future. 

Yours respectfully, 
L. R. Benston, 
Director of Rehabilitation. 

The letter points out that there is a reduction in positions from 
3,314 to 2,831, a total of 483, on top of a reduction in March of this 
year of 229 positions; and a reduction in operating beds from 2,630 
to 2,300. The letter states: 


In the last 2 years we have lost a total of 792 beds and 712 positions. 


Our investigators’ report pointed out, as I recall, that Hines Hos- 
pital, in March of this year when they were investigating it, had 331 
vacant beds that were not operating due to a lack of patient load. 
That is the report of our investigators. 

Mr. Jonas. I had a wire from the office of the American Legion in 
Raleigh saying that reports had come to them that an entire 60-bed 
ward at Oteen was scheduled to be closed. 

Mr. Puiuurps. At the time we set this up, we did so with the com- 
plete understanding, confirmed by members of your staff, that you 
could operate all beds for the 127,000 average daily patient load— 
which was a little more than your estimate—for the $598,127,000. 
We have had no word from you in the meantime. All we have are 
these letters, and we want to clear this up before it begins to roll 
like a snowball and embraces both the Congress and the Veterans’ 
Administration. So we have asked you to come down and tell us 
what the situation is and what is going on. 

Mr. Anprews. Have those beds been closed, or do they plan to 
close them this fiscal year or next fiscal year? 

Mr. Puiuures. I gather they mean next fiscal year. Incidentally, 
I asked Mr. Rowland Hughes to come down. He has a meeting at 
the White House, but he said the Deputy Director of the Budget 
would be here, but he is not here yet. Will you answer Mr. Andrews’ 
question? 

REDUCTION IN PERSONNEL 


‘Mr. AnprEews. My question is, are you closing hospital beds now, 
or do you plan to close them in fiscal year 1955? 

Mr. Hretey. The changes are included in 1955, the next fiscal 
year. However, the actual changing of personnel had to be accom- 
plished during this month in order to bring it into this fiscal year so 
that it would not take money out of next year’s budget. 

Mr. Anprews. Do you plan to close any beds before the end of 
this fiscal year? 

Mr. Hiatey. They are not closing any beds, but shifting the load 
between wards and between hospitals. This is done as men are 
discharged and new men come in. 
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Mr. Puituirs. Are you talking about employees or patients? 

Mr. Hietey. Both. I was talking about the employees we are 
eliminating. That is what we are eliminating, employees, because 
we have a lesser amount of money to do an increased business next 
year. The savings that we can make and intend to make, are chiefly 
in personnel. That may mean that to make savings we redistribute 
the patient load that we are going to have, which may mean a differ- 
ence in the hospital, where they will be located, or where two wards 
are combined. 

Mr. Anprews. As I understand, we gave you a certain amount 
in fiscal year 1954 to operate a certain number of beds. What was 
that figure? 

Mr. Hieiey. $555 million. 

Mr. ANprREws. What was the number of beds? 

Mr. Hieiry. Speaking in terms of the average daily patient load, 
102,370 average occupied beds. 

Mr. Puiuurrs. Wait a minute. Your 127,000, was that patient 
load? 

Mr. Hieury. Yes, sir, for 1955. That includes domiciliary patients, 
17,000, and 5,000 patients in contract hospital facilities. 

Mr. ANprews. We gave you money to operate 102,370 beds in 
fiseal year 1954? 

Mr. Hiauey. Yes, average daily patient load. 

Mr. ANprews. Are any of those beds being put out of operation 
before the end of fiscal year 1954? 

Mr. No. 

Mr. Yates. We also gave you money for a certain number of people 
to run those beds. Apparently now, however, you are letting some of 
those people go now. 

Mr. Hieiey. Yes, for economy reasons; also because we need the 
personnel elsewhere. 


BACKGROUND OF HOSPITAL PROGRAM 


Mr. Chairman, going into this problem very thoroughly to try to 
find out all the ins and outs and whys and wherefores, which were a 
little confusing to me, I had these charts worked out, which tells the 
story of our hospital program. I would like to go through this. It 
will not take long. ‘Then we will have a nice background of the situa- 
tion as is. May I do that? 

Mr. Yes. 

Mr. Hiatey. Then I think the other questions coming up will fit 
into the picture a little better. 

Here is fiscal year 1953, and it appears to have been running about 
97,000 average patient load in that area for some time. Now, in 1954, 
the year we are in at the moment, we started out at about that level. 
I came on the scene when the Senate was considering this appropria- 
tion bill and sat in on the hearings, and at that time the question was 
asked: ‘‘How many beds can you operate and how much money will it 
take?” That is all they wanted to know. 

At the time they picked out this figure of 102,370. They were 
talking about beds at that time, but it was translated into average 

atient load. I want to keep this on an average daily patient-load 
asis. The answer was 102,370 average daily patient load and $555 
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million, and Congress appropriated that amount of money, but put in 
there two things. One was that “If you do not do that well, vou 
cannot have all the money.” And this I got out of the hearing, that 
it was the spirit of Congress that if we had beds and if we had a waiting 
list, they wanted these veterans taken care of. When they asked the 
question, ‘How many beds can you operate and how much money 
will it take?” I got the impression that if we could do better than 
the figure given at that time, they would like to see that done. That 
is the background. So they gave $555 million and this goal. 

The work was started and here [indicating] is the way the average 
daily patient load went during this veer. It actually went as high 
as 107,800. 

Very shortly after the budget was passed, we were asked by the 
Bureau of the Budget to pick out what we would do in 1955, and we 
picked the figure of 105,100. Average daily patient load. That 
figure was decided on last September. The amount of money was 
agreed on. We came to Congress, and then we come to what Mr. 
Phillips said. He showed us where we ought to cut $6 million off, 
and we agreed. Congress gave us the money and we said we would 
nes the job, although it contemplated doing the job with $6 million 
ess. 

This is the area where the turmoil comes in. You cannot cut any- 
body off the payroll without somebody objecting. As far as 105,100 
patients were concerned, we were on the level; we were agreed. 

Following what was, I think, the will of Congress to take care of as 
many veterans as we could, we ran it up that high [indicating]. What 
we will actually average in 1954 is estimated at 103,500. That is the 
average patient load per day we have taken care of. So you have this 
curve of our average daily patient load which gives the actual average 
for the year across there. 

When you translate that to this figure over here [indicating], you 
will see we are almost at the 105,000 at this moment. Some of this is 
seasonal. You do not put patients out of a hospital, but it is a question 
of whether you add others as soon as beds are available. So this num- 
ber has been going down, but it will be mighty close to the number we 
agreed to for next year. 

If we go ahead with this program we will be in trouble. I might 
as well be frank about it. We can do a better job than we thought 
we could do last September. If there has been any mistake, it is that 
we did too well this year. We have demonstrated we can do with our 
present hospitals and staffing what is shown here. 


NUMBER OF NEW BEDS TO BE OPERATED IN FISCAL YEAR 1955 


You will see we are right in this neighborhood right now, 105,100, 
and we have 3 hospitals coming in. We have one at Cincinnati, 
which we will dedicate next Sunday, and one in Pittsburgh and one in 
N aan That will be a total of 1,500 beds, I believe? Is that 
right? 

eAdmiral Boonr. With Cincinnati there will be about 2,800. There 
will be Cincinnati, Pittsburgh, New York, and Sepulveda. 

Mr. I have the digutes here: Cincinnati, 496; Pittsburgh, 
792; and New York, 1,252. 
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Mr. Puituirs. You are not saying to the committee that the 2,800 
beds were not contemplated when you set your 105,000 figure? 

Mr. Hieuey. No. 

Mr. Puiturrs. They were contemplated to be activated this year 
when you were before us? 

Mr. Hiauey. This is what they contemplated for the present year, 
and this is what they contemplated for next year (indicating). 

Mr. Yates. What do you mean by contemplated? 

Mr. Puiuures. That is not clear on the record. 

Mr. Hiaury. This is an increase of approximately 3,000 beds here, 
and the addition of 2,700 additional average daily patients. 

Mr. Putuurps. You said 2 or 3 times it was the intent of Congress 
to take care of all veterans that could be put in the hospitals and that 
ran your figure up to 107,300. I will leave it up to the other members 
of the committee what their opinions may be, but it was not my 
opinion that we had instructed vou, or that it was the will of Con- 
gress, that you should go out and try to get people into hospitals. 
You were here, I think, at the time we had an argument with Dr. 
Boone about several telegrams he sent out at the beginning of fiscal 
1954 which the committee felt has been instructions to the hospital 
managers to solicit patients for their hospitals. Dr. Boone said that 
was not the intent of the telegram, but I felt the discussion of our 
committee at that time should have made it clear that we were not 
suggesting that vou solicit patients for your hospitals, because we are 
only talking about non-service-connected veterans who are in hospitals 
for non-service-connected conditions of health, and we are not talking 
about service-connected veterans who have been injured in the war. 
So I do not want you to put too much emphasis on this idea that 
Congress wanted you to go out and fill the hospitals with non-service- 
connected veterans. 

Mr. THomas. You did not get a clear answer to the question of 
whether or not the 2,700 new beds were contemplated in the original 
presentation to the committee for funds. 

Mr. Hietey. The Veterans’ Administration, having in mind the 
hospitals that were contemplated, thought going from 97,000 to 
103,000 was the job set up for 1954, and in this period way back here 
[indicating on the chart]—you have to remember we started this back 
in September 1953 to try to plan for 1955—it was contemplated that 
an increase this year to 105,100 would be a good job done. 

Mr. Tuomas. In other words, you included in your budget estimate 
the new beds; is that right? 

Mr. Hiatey. Beg pardon? 

Mr. Tuomas. Did you include in your budget estimate for 1955 
the 2,700 new beds that were coming in? 

Mr. Hiaury. Yes, we took it on the overall. 

Mr. THomas. All right. 

Mr. Hiatey. I would like to make one point. The hospital man- 
ager does not have anything to do with getting any patient into the 
hospital unless it is an emergency case. That all starts at the regional 
office, where these cases are adjudicated. They go to the clinic or are 
checked to see if they need hospitalization, and that is where your 
waiting list starts. That is where your waiting list of —23,000, is it 
not? 
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Admiral Boone. 21,000. 

Mr. Bicetow. It was 24,000 a year ago. 

Mr. Hietey. We had that many veterans who had been adjudged 
in need of hospitalization and it was just a question of when a bed was 
available, provided they could not pay. You may be correct that it 
was a broad statement when I said the ‘‘will of Congress,’ but that is 
what I assumed from what I heard during the hearing in the Senate, 
where they in effect said they wanted no monkey business. I came 
back to this country just before that meeting, so I did not appreciate 
everything that went on, but as I understood it, the point was, once 
and for all, ““How many veterans can you take care of and how much 
money will it take?’ 

Mr. AnprEws. This committee asked the same question, and I 
think the matter was so simple that maybe it was confusing. Our 
thought last year was to find out how many beds could possibly be 
operated by the Veterans’ Administration, and the number is in the 
record. 

Mr. Hiauery. Yes, sir. 

Mr. Anprews. And how much would it cost to operate those beds, 
and that figure is in the record. We gave the Veterans’ Administra- 
tion the amount of money the Veterans’ Administration said was 
necessary to operate a certain number of beds, which was the total 
number of beds available during 1954. Now I am wondering why, 
in the light of that record and in the light of the amount we appro- 
priated last year, it is necessary to close one single bed. 

Mr. Puivurps. I think we will put in right here that of the 23,000 
or 24,000 on the waiting list, it has been frequently testified before 
the committee that none of those were service-connected veterans. 

Mr. Hiaixy. That is correct. 

Mr. Anprews. The Congress could not possibly furnish a bed for 
every veteran with a non-service-connected disability who needs 
hospitalization, but we can give enough money to the Veterans’ 
Administration to operate all the beds available for use in fiscal 1954, 
which we thought we did last year; and we did that according to your 
figures. Why should it be necessary to close one single bed in any 
hospital during fiscal 1954? Forget 1955, because that is another case. 
In 1955 we gave you in our bill the amount of money that you said was 
necessary to operate the maximum number of beds during 1955, which 
takes into consideration these 2,700 new beds that are coming into 
existence in 1955. But forget 1955. Here we are in the closing days 
of fiscal year 1954. I am wondering why it is necessary to close any 
hospital beds in fiscal 1954 when we gave you the amount of money 
for fiseal 1954 that you said was necessary to operate a certain number 
of hospital beds. 

Mr. Puttures. If you conclude your statement, will that answer 
Mr. Andrews’ question? 

Mr. Hieuey. I think so. I might ask Admiral Boone: We are not 
closing beds, are we? 

Admiral Boonr. No. In the reduction of personnel we have to 
notify people 30 days in advance and they have to be off the rolls 
June 30. 
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Mr. Tuomas. Why fire anybody if you are not closing any beds? 
Mr. Hiaiey. Because we are overloaded at some of the hospitals 
and want to save $6 million. 

Mr. Anprews. That is not the question, as I see it. My question 
is, Why is it necessary to close any beds in fiscal 1954 when we gave the 
Veterans’ Administration the amount of money they said they needed 
to operate a certain number of hospital beds? 

Mr. Putuurps. Mr. Higley said they were not closing any beds. 

Mr. Hiatey. We do not anticipate closing beds. Let me answer 
one question that I think is uppermost in your mind. This 102,370 
was the average for the vear. When you start at 97,000 down here 
lindicating] you have to go up to 105,000 or 107,000 in order to get 
that average. You must go way above your 102,000 to make up 
for the period of time you were below the 102,000. That is the way 
the patient load was built up. It actually went to 107,000 plus. We 
raised the average daily patient load to 105,100 for 1955. 

Mr. Puitiips. That assumes you cannot have any money left over 
when vou say you have to go to 107,000. 

Mr. Hieirey. Congress said we had to average 102,000. 

Mr. Putiuips. Oh, no. 

Mr. Hieuey. Is that not true? 

Mr. Puiuurrs. No. What Congress said was this. We did not say 
vou had to operate a certain number of beds. We took the figure of 
the Veterans’ Administration. If you did not come up to that num- 
ber of beds you would have had a certain amount impounded that you 
could not spend. 

Mr. Hieiey. That is right. 

Mr. Puiuures. We wanted to avoid what had happened in previous 
years where money which had been appropriated for hospitalization 
was used to raise salaries. This was before your time. There was no 
requirement that you spend a certain amount of money or fill a certain 
number of beds. It was merely that if you did not find all these beds 
were necessary, you would not have all that money to spend. So I do 
not think the committee could accept the statement that you had to 
come up to 107,000. , 

Mr. Hieuey. If we were going to average 102,370 patients, you 
realize we had to go ’way above that number in order to make up 
having been below it earlier in the year. Is that not right? 

Mr. Yares. You were talking about the average patients daily 
loads, and we were talking about the number of beds and those are 
two different concepts. 

Mr. Hieuey. This [indicating] is what you were really interested in. 

Mr. Puiuurps. We will take it on the average daily beds. What Mr. 
Higley means is that, having to get up to the figure of the number of 
beds they thought they would have, they had to go ’way up in order 
to go down. There was nothing in our bill that told them they had to 
spend that amount of money or had to have that number of beds. 

Mr. Tuomas. Is not this picture clear now from what the Adminis- 
trator says? In the first place, to use round figures, the committee 

ave to the Veterans’ Administration a figure of $555 million for 
ospitals in 1954, which figure was their own, and which figure was 
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about $36 million above the Eisenhower budget and about $18 
million above the Truman budget. 

Mr. Puiuurps. That is correct. 

Mr. Tuomas. So it is obvious that the Veterans’ Administration 
went in there with the idea of spending all that money, so here comes 
the Bureau of the Budget in here, and they are in the picture as big 
as the door. Just what did the Bureau of the Budget do to you or 
say to you that caused you to start trimming and cutting for fiscal 
year 1955? 

Mr. Higitey. We have not been trimmed for 1955. 

Mr. Tuomas. But the budget put out some kind of direetive to 
you that caused you to do this. That is bound to be. 

Mr. Hietey. Do you mean this part here [indicating]? 

Mr. Tuomas. What have you done? 

Mr. Hietey. Can I get this point across 

Mr. TuHomas. We are familiar with all of that. Let us get down 
to the facts. Just what has the Veterans’ Administration done in 
the last 30 days? 

Mr. Puiuurps. That was your figure. 

Mr. Hieiey. That ey be comparable to the number of beds 
that you asked for. 

Mr. Puitiies. We did not tell you that you had to have that. 

Mr. Hieiey. Your intent was to work that waiting load down. 

Mr. Puituipes. You assumed that would be your load and we gave 
you the money for it. You may finish your statement. 

Mr. Hiauey. I will go on with next year. 

Mr. Puiures. I think that you had better finish your whole state- 
ment and we will get the whole picture in our minds. 


NUMBER OF BEDS THAT CAN BE OPERATED IN 1955 


Mr. Hicgiey. We find ourselves facing 1955 then close to the load 
we can operate successfully with the $555 million which you allocated, 
and that contemplates a $6 million saving in personnel and other 
expenses. But we are right in this neighborhood now [indicating]. 
The point is, we can do 107,000 in 1955. We have the beds. We 
know that we can staff them. There is a waiting load now of 21,000 
and it is a question of what the will of Congress is. 

Mr. Tuomas. What did you give the committee when you justified 
your 1955 budget? 

Mr. Higuey. 105,100. 

Mr. Tuomas. Now you say it is 107,000? 

Mr. Hieiey. We say that we can do 107,000 because we have 
demonstrated that we can operate that many beds. We can staff 
them and we can take care of that many. 

Mr. Putuirs. I think that we should ask you, out of this 2,000 
that you are now saying you can operate, how many of those are 
in NP hospitals and G. M. and 8S? That is involved in this problem 
we have before us this morning. The Brockton Hospital, from which 
Mr. Wigglesworth has received information, is a NP hospital. In 
our discussions always we have said we need NP hospitals. We 

ave you money to only build NP hospitals. In the G. M. and S. 
Ceentiala there would be no limit to the possibilities for using beds 
for non-service-connected veterans. You can have a hundred thou- 
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sand or more, on the assumption that any veteran, if there was a 
vacant bed, could go to the hospital and be treated for any condition. 

Mr. Hieuey. What is the point that you want discussed? 

Mr. Puiuurrs. Are you making any distinction here in your addi- 
tional 2,000 between NP and G. M. and 38. patients? 

Mr. Hieuey. I am talking about the load across the board, TB, 
NP, and general medical. 

Would you like those figures broken down, the daily patient load 
as of right now? 

Mr. Yates. Was the figure you gave this committee a reduction 
below the previous year? 

Mr. Hieiey. Do you mean for 1955? 

Mr. Yartxs. Yes. 

Mr. Hicuey. It is an increase of 2,700 average daily patients over 
what we contemplated doing in 1954. 

Mr. Yates. How do you translate that in terms of number of 
beds, which apparently was the basis for the committee’s action in 
the fiscal year 1954? 

Mr. Hieiey. The round figure is ten-ninths of that, or thereabouts. 
We try to average around 88 percent or 89 percent occupancy. 

Mr. Puruuies. I am the one who interrupted you. Would it be 
easier for you to finish your statement, so we will have the Picture 
before us? It is not clear yet what you are shooting at. 

Mr. Hiauey. Here is the whole point. This has to do with next 
year’s budget. That is what we are so much concerned about. We 
i1ave ended up here operating today reasonably close to what we expect 
to do all next year. Now, that means that we “ten no flexibility simply 
because when we add on these hospitals, if we are up at this line 
[indicating], we are going to have to take patients out of existing 
hospitals if we are going to put patients in a new hospital. That is 
true if we are going to continue to go at approximately the same level 
as we are now. 

So I make this suggestion —with a 21,000 backlog, if we have the 
beds and can staff them—and subject to the breakdown which may be 
of particular interest to you—do you want us to do as good a job as 
we can next year? If so, we would have to have more money to go to 
107,000 average daily patient load. 

Mr. Wiaatesworra. Will you explain the three figures under 
fiscal year 1955? You have 105,100. 

Mr. Hieiry. That is what we said last September we would do in 
1955. 

Mr. WiaciteswortH. What are the other figures? 

Mr. Hiaeuiey. This [indicating] is what we think would be our 
average daily patient load for each day as we go in order to make 
that average. 

Mr. Corron. For the benefit of the record, would you please ex- 
plain the blue line, the dotted line, and the red line? 

Mr. Hietey. The red line is merely a projection of what we would 
like to do if it meets with your approval. The red line starts here. 

Mr. Wiecieswortu. And that is what? 

Mr. Hiauey. 107,000. 

Mr. WicGLeswortH. That would be the average load? 

Mr. Hiaury. The daily patient load, in which case our curve 
would probably look a little like that indicating]. i 
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Mr. WiaG_eswortu. It would go to a maximum of 108,500? 

Mr. Hiciey. Yes, during the winter months. 

Mr. WiaGieswortH. What is the 106,200 figure? 

Mr. Hietry. That is probably the daily average maximum we 
would reach in building out this line right here [indicating]. 

Mr. Yares. What number has been approved by the Bureau of the 
Budget? 

Mr. Hieiery. 105,100, the same that Congress approved and every- 
one else. Do I make this point clear? If we are going to have an 
average for every day in the year, and we start down here [indicating] 
during the year we have to go above that line in order to build up an 
average. Is not that right? 

Mr. Taser. How much of the $555 million that was made available 
to you will you use this fiscal year? 

Mr. Higuey. | think we anticipate all but about $6 million. 


AVERAGE COST PER PATIENT 


Mr. Pariuips. On that basis you will have $6 million that you did 
not spend this particular year. This particular year you had an 
average of 103,500. Now, what is the average cost per patient? | 
want to see where we are. 

Mr. Hiciey. Of course it varies, by type of hospital. 

Mr. Taser. I know, but what is the average cost per patient? 

Mr. Hieuey. For all hospitals and all cases? 

Mr. Taper. Yes. 

Mr. Hietey. Do you mean straight across the board? 

Mr. Taper. Yes. 

Mr. Puiturrs. You had better take them by the three categories. 

Mr. Tuomas. It will go anywhere from $22 to $13. 

Mr. Taner. It seems to me that is the first thing we have to find 
out to see where we are. 

Mr. Hieguiry. They tell me it is about $13.44. 

Mr. Tuomas. It is over $20 for some of them. 

Mr. Hiauey. I understand it is $14.30 overall. 

Mr. Puiturps. The average for all of your general medical and 
surgical hospitals per day is $19.24. 

Mr. Hietey. GM and S$? 

Mr. Puiturs. Yes. It runs from $10.66, the lowest figure, to 
$38.23, the highest figure. For the NP hospitals it averages $8.44, 
running from $6.74, the lowest, to $15.19 at the highest point. For 
the TB hospitals it averages $15.58, running from a low of $12.94 to 
a high of $20.77. 

Mr. Hiegiey. Do you want to include domiciliaries? 

Mr. Puiurs. No. 

Mr. Hiciey. We are limited to 17,000 domiciliary beds. 

Mr. Puituips. We gave you the right to transfer between them, 
which you said would reduce your costs. That all appears on page 
1,711 of the hearings. 

Mr. Taser. Your GM and 8S hospitals run about 49,000 patient 


days. 

Mr. Puituirs. Let the record show that the figures I gave covered 
the 84 hospitals on this list. If we had saciiadad all of the hospitals 
those averages would have been increased in each case. 

Mr. Hiciey. Yes, because some of them are much higher. 
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WAITING LIST 


Mr. Puituirs. We were trying to take an average based on hospitals 
that were not exceptional. As | say, you must make some distinction 
in your waiting list of 21,000, or 23,000, or 24,000 between those 
waiting for admission to an NP hospital and those waiting for ad- 
mission to a GM and S hospital, because there is a very marked 
distinction. 

Mr. Hicuey. In the cost involved? 

Mr. Puuuies. No; in just the number, and therefore the number 
of beds we need. 

Of the list of 21,000 on the waiting list, how many of those are wait- 
ing for admission to an NP hospital as compared to the G. M. and S. 
hospitals. 

Mr. Hiciey. Approximately 65 percent. 

Mr. Puiuures. Are waiting for admission to an NP hospital? 

Mr. Hicuny. Yes. 

Mr. Taper. If you would look at pages 1708 and 1709, you would 
see that the total number of patient days that were estimated for 1955 
were 127,000. 

Mr. Hiauey. But, Mr. Taber—— 

Mr. Taser. It is difficult for me to see why, if you have 90 percent 
average occupancy, you could possibly have any such figure. It is 
pretty nearly impossible to make out of the justifications that you 
furnished us an intelligent story. 

Mr. Hieiey. Mr. Taber, 17,000 of that 127,000 are domiciliary, 
and 5,000 are contract, and that is where you come back to this 
105,100, which is left. We are talking here about our own hospitals. 

Mr. Taser. These hospitals are all G. M. and 8., NP, and TB, and 
there are no domiciliaries in the picture. 

Mr. Puittures. Remember, the Veterans’ Administration asked us 
to let them combine the hospitals, the domiciliaries, and the contract 
beds, for fiscal year 1955, so you could shift men back and forth be- 
tween them, whisk I thought was an excellent idea. 

Mr. Taser. Yes. 

Mr. Puitures. Particularly as it applies to the aged veterans, and 
that would save money. 

Mr. Taser. These figures on the three types of operations run 
127,000. 

Mr. Puruuies. Domiciliaries cost less to operate than these others, 
and there is a fixed price which runs this year at $14.75. 

Mr. Higuey. $17.75. 

Mr. Puruures. I am talking about contract beds now. 

Mr. Hictey. That is only in Federal hospitals. It is $17.75. 

Mr. Puiuurps. You say that 65 percent of the people waiting out of 
the 21,000 are waiting admission to NP hospitals. How many of 
those are service-connected veterans? 

Mr. None. 

Mr. Puiturrs. None of the 21,000, either to be admitted to an NP 
hospital, a G. M. and S., or a TB hospital is a service-connected vet- 
eran? 

Mr. Hiavey. That is right. 

Mr. Puitires. You may continue. 
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Mr. Taser. I do not have myself straightened out because the 
thing does not jibe with the rest of the picture. 

Mr. Baker. The figure you referred to on page 1711 includes all 
of the domiciliaries. 

Mr. Taper. Pages 1709 and 1710 do not include domiciliaries. 
Perhaps page 1711 does, but the others do not. They are labeled 
specifically G. M. and S., NP, and TB. 


PATIENT LOAD AND COSTS IN 1954 


Mr. Tuomas. We have not found out exactly what he is going to 
do. All we have found out is he has a carryover for the fiscal year 
1954 of $6 million. How many beds are you closing? 

Mr. Hiauey. There is no carryover. 

‘ seb Tuomas. Somebody said that you had a $6 million unexpended 
alance. 

Mr. Hiaxey. It is a dead issue on July 1; is that not right, Mr. 
Chairman? 

Mr. Putuurrs. Technically he is right. 

Mr. Tuomas. For 1954 you have an unexpended balance of $6 
million. We know that you are not going to carry it over. How 
many beds are you closing in the fiscal year 1954? How many people 
are you discharging? Where are they located? What are their 
duties?’ Tell us what you sent out in your telegrams. That is what 
we want to know. 

Mr. Hiauey. I think this is extremely important from our point 
of view. May I add one more statement here that has to do with the 
future, and then I will have that off my chest. 1 think that it has a 
bearing on the present also. I have been under the impression that 
Congress was interested in having a figure of the number of veterans 
that we are going to take care of on the average for a year and how 
much that cost will be—that is the par they expect, and then they 
want us to do that. 

Mr. Tuomas. You have told us that nine times. 

Mr. Hieuey. Is that correct? 

a Puitires. There is nothing in the record that would support 
that. 

Mr. Hiciey. I was under the impression that if you made the 
money available you expected the job to be done. thought that 
you were interested in that, particularly in view of a backlog being 
present, and in view of the discussion that I heard a year ago. 

Mr. Puitures. That is an administrative problem and not a con- 
gressional problem. Our job is to get from you a figure of the number 
of beds you think you will have to have. We supply the money for 
the beds. We cannot tell you to go out and solicit veterans to fill 
your beds. 

Mr. Hie.iey. We have a waiting load there. 

Mr. Purtuips. We do not tell you to go out and solicit. 

Mr. Hietey. We do not solicit. Let me add this: If you give us 
$555 million, do you want us to take care of the greatest number of 
veterans we can for that amount of money? We have this waiting 
list. I think it is important. I want instructions. I am under 
that impression. When you say here is so much money, you expect 
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the job to be done. You want us to do the best job we can with 
that money? 

Mr. Puiturps. The question is not that before us today. The 
question is, why are you not doing the job with that amount of 
money? 

Mr Hieiey. We not only did that job, but we went over. That 
is what causes us trouble. 

Mr. Tuomas. Tell us what the trouble is now. 

Mr. Puiturps. Your very statement there is exactly what we are 
talking about. You say that you not only did that job but you 
spent a lot more money than you had. 

Mr. Hieuey. It is my impression that in the Senate end of this 
thing it was quite openly said there they wanted us to get rid of 
this backlog and to take care of all the veterans that we could, 
within the appropriation provided. 

Mr. Puiuures. No matter how much money we had given you? 

Mr. Hietey. No; within the money available. 

Mr. Puruurps. Did you do it within the money available? 

Mr. Hiciry. Yes, we did, with the money and we will probably 
have a little left over. 

Mr. Puivuips. Continue with your statement. We will see what 
you have in mind for next year. 


ESTIMATED PATIENT LOAD IN 1956 


Mr. Hieuey. I would like to complete the chart if I may. I want 
to point out that 110,000 average daily patient load looks like what 
the figure is for 1956. You will say, ‘Do not worry about 1956.”’ 

Now, we have reason to believe that maybe the Bureau of the 
Budget will agree that is what we can do, and they may go along 
with that. I am not speaking for them. I just want to point out 
if we go through this year at 105,100, which we will do with the money 
you gave us, according to the agreement and plan, if we do try to 
take care of 110,000 in 1956, our curve will have to look something 
like that if we average 110,000. Whatever our difficulty is today mn 
be magnified about double. If we are allowed to do 107,000 here 
[indicating], going up to 110,000 will be a normal rise. We are 
operating at too fast a clip, but we are within the money that you 
gave us, and we thought we were doing the job that you wanted done. 

Now, let me come back to your question. 

Mr. Tuomas. Let us get to the meat in the coconut. We have been 
in here now an hour and five minutes. 

Mr. Hietey. From the VA standpoint, this is tremendously im- 
portant. 

Mr. Tuomas. We all understand that now. Let us get down to 
cases. 


AVERAGE PATIENT LOAD AND APPROPRIATIONS AVAILABLE FOR 1955 


Mr. Hiaiey. We are operating at approximately 105,000 right 
now. ‘Those are men in the hospitals. We only lower the number if 
they leave. Our plan for 1955 is 105,100 with the money which you 
provided. 

Mr. THomas. How much money was provided? 
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Mr. Hie.ey. $555 million. 

Mr. Tuomas. For 1955? 

Mr. Hieiey. The same that we asked for 102,000 last year. 

Now, we start out in this fiscal year and we have to operate at the 
rate of $6 milion less during the fiscal year, and the way it works, 
you start out on July 1 and you do not have more money the first 
quarter than you do later. Am I right there? 

Mr. Tuomas. That is a different story from what you told us 
before. 

Mr. No. 

Mr. Tuomas. You told us to let you consolidate your different 
types of beds and your domiciliaries and everything, and that would 
be all the money that you needed; that you would save that $6 million. 

Mr. Hiauiey. We are going to have to save $6 million by having 
less personnel working for us; is that not correct? 

Mr. Taser. No, because you are going to have $6 million more 
than you spent this year. 

Mr. Hrauey. But we lose that on June 30. 

Mr. Taser. No, you do not, either. You lose that, but the new 
amount is $6 million above your 1954 expenditure, 

Mr. Kesey. No, sir; the 1955 sum is the same as the 1954. Is it 
not to be understood with that same amount of money it is expected 
that we take care of 105,100 patients? 

Mr. Tuomas. How many people are you letting off the payroll? 

Mr. Hieiey. Approximately 2,000. 

Mr. Toomas. What would that 2,000 cost? What is the average 
in dollars and cents? 

Mr. Hietey. It would be around $3,500 average salary. 

Mr. Taner. I think we ought to have this understood and it ought 
to be on the record: Instead of telling us you are going to do this 
thing when the figure was set and the hearings were over —— 

Mr. THomas. Completed. 

Mr. Taser. You go ahead and write us that you can take care of 
127,000 beds, and then when the money is just about to be cleaned up, 
without telling the Senate anything about what you are going to do, 
you start into an operation of cutting down on your help, and now you 
come in here and would like to have some more money to build up a 
higher average figure without having gone to the Budget to get a 
budget estimate, or without having gone to the Senate and telling the 
Senate that you were going to have to discharge a lot of these people 
and that you needed the other $6 million that the Budget allowed. 

Now, that is about what the situation is, is it not? Why did you 
not tell us that story when this thing was up, and when this letter was 
written in March? That is the thing that I do not understand. 

Mr. Putuures. It is even worse than that, Mr. Taber. 

Mr. Taser. That is the thing that gets me. It gets my goat. 

Mr. Hiauey. Mr. Taber, if you think our job is to have 

Mr. Taser. Your job is to tell us the truth about what is needed 
when you come up here, and not create confusion in the Congress and 
everywhere else. That is the thing that bothers me. I do not like 
that kind of presentation. 

Mr. Hicuiey. Perhaps you are confused because I brought two 
things into this picture because I thought they were both very 
important. But going into the one picture—— 
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USE OF AVERAGE PATIENT-LOAD RATHER THAN NUMBER OF BEDS AS 
BASIS FOR OPERATIONS 


Mr. Puitures. We are not confused. You justified 102,000, and 
right this minute you have presently 105,000. 

Mr. Hieiey. We have gone over that figure. 

Mr. Pures. Sure, vou have gone over your authorization. You 
have gone over your justifications. You testified that sometime 
during the vear you went as high as 107,000. 

Mr. Hieiey. That is right. 

Mr. Puiuures. Which was 5,000 over your authorization, and over 
your justifications. 

Mr. Hiciey. We should have had this average. Is not that what 
was expected? 

Mr. Tuomas. No. 

Mr. Hiaxiey. To operate an average for a whole year of a certain 
number of beds. 

Mr. Yares. As far as one member of the committee is concerned, 
speaking for myself, | don’t remember that we were talking about a 
projected daily average. The average that I appreciated was some- 
thing that had happened in the past. This is what your average daily 
load has been in the past. If you were building for the future, you 
were not building for a certain amount by going up and down in order 
to attain that average. As I remember the testimony, we asked you 
how many beds you had, how many you wanted to operate and how 
much it would cost. Speaking for myself, I do not remember any 
testimony about average daily load as being pertinent to what we dis- 
cussed at the time. 

Mr. Anprews. Was not the question the committee was interested 
in—how many beds can you operate? 

Mr. Yares. That is right. 

Mr. Anprews. And how much it will cost to operate the beds. 

Mr. Higiey. Do you not have something there that will substanti- 
ate the point that I am making? 

Mr. Tuomas. Let us get to the point. This thing is simple. Can 
you tell me in dollars and cents how much on an annual basis the cost 
of the 2,000 people vou let off is. I think that figure is exactly the 
same figure you are going to come up with that you said you could 
originally save by commingling the domiciliaries with the others. Is 
$6 million the figure? 

Mr. Hieiey. About $7 million. 

Mr. THomas. Your original statement to the committee is, by 
giving you the authority to commingle the funds for your domicili- 
aries and others, you would save $6 million. You have a carryover 
for 1954 of $6 million. 

Mr. Hiauey. We do not have a carryover. 

Mr. THomas. An unexpended balance. We ar? talking about the 
same thing. 

Mr. Puruuirs. You do have a carryover. 

Mr. Tuomas. We call it that, or an unexpended balance of $6 
million, so your actual expenditures for 1954 were in the neighborhood 
of $549 million. You let out 2,000 employees at a savings of between 
$6 million and $7 million, and that is the figure that you told the com- 
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mittee you could save by giving you the authority to commingle the 
funds for the domiciliaries and all your different types of beds. 

Mr. Hieuey. Did we make that statement? 

Mr. Puruuies. It was in your letter. 

Mr. Thomas. That is my understanding. I understood it was 
your statement. 


QUARTERLY APPORTIONMENTS BY THE BUDGET BUREAU 


Now, let us get further to another pertinent fact: The Bureau of 
the Budget under the Apportionment Act allocated your funds of 
$555 million on a quarterly basis. What was their allocation for the 
last quarter as compared with the third quarter, the second quarter, 
and the first quarter? I have an idea that your last quarter really 
went up. 

Mr. Baker. I do not have the exact figure with me, but the last 
quarter is less than the third quarter. 

Mr. THomas. What was the third quarter compared with the 
second? 

Mr. Baker. The third quarter, I think, was a little higher than the 
second. 

Mr. Tuomas. It is bound to be a little higher, else the Bureau of 
the Budget would not have issued the order. How much higher is 
the third quarter than the second? 

Mr. Scnorn. These figures are from memory. I think it was 
approximately $140,800,000 in the first quarter and $137,200,000 in 
the second quarter—and $137,300,000 and $137,100,000. There is a 
basis for some differential in the fact there are a different number of 
davs we pay employees in each of the quarters. 

Mr. Tuomas. Was your first quarter the highest quarter? 

Mr. Scuorn. It was. It was predicated upon the apportion- 
ment 

Mr. Tuomas. If it was carried out on that basis for the remaining 
quarters, how much would you have spent in the fiscal year 1954? 

Mr. Scuoen. I think in the fiscal year 1954 that we have executed 
the full program and that no hospital 

Mr. Tuomas. I did not ask you that. 

Mr. Scuoren. You asked me how we could spend it. 

Mr. Tuomas. No, I did not. 

Mr. Schoen. Will you repeat the question? 

Mr. Tuomas. I asked you how much, first, did you spend in the 
first quarter, and J believe you gave a figure of $140 million. 

Mr. Scuorn. That is what was apportioned. 

Mr. Tuomas. If you had spent that same amount for other quarters; 
namely, the second, the third, and the fourth, what would have been 
your total expenditures for the fiscal year 1954? 

Mr. Scuoren. It would have been $560 million. 

Mr. Tuomas. So it would have exceeded your appropriation by 
$5 million? 

Mr. Scuoen. Yes. 

Mr. Tuomas. Now, what exactly was the directive from the Bureau 
of the Budget with reference to your expenditures for the third quarter, 
and particularly for the last 30 days of the fiscal year 1954? 
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Mr. Scnoren. There is a Bureau of the Budget directive that we 
control our obligations to the rate experienced for the third quarter, 
that is, the fourth quarter obligations would not exceed the third 
quarter obligations with certain exceptions. The Bureau granted the 

Administrator authority to make certain additional exceptions, and 

in applving those exceptions the Administrator authorized our hos- 

pitals to consider, first, they could exceed the obligation rate to take 

care of the patients. 

Mr. Tuomas. Go ahead. 

Mr. Scuoen. And they could exceed it to the extent it was necessary 
to pay the existing staff the additional day’s pay. 

Mr. Puiuies. May I interrupt a second? I want to give some- 
thing to support what Mr. Thomas is asking. You said, Mr. Schoen, 
that you allotted $140 million for the first quarter. 

Mr. Scuoen. I did not say allotted. The question was, What was 
the Bureau of the Budget’s apportionment? 

Mr. Puiturps. And yet your patient load at that time was only 
97,000 in July, 1953. “Next month you only went to 98,000. You 
did not even hit 100,000 until September. 

Mr. Scuoen. I said this was the apportionment. We have in- 
cluded in the budget a figure called maintenance and repair of hospi- 
tals, in which contracts are made in the early part of the year to carry 
out this maintenance and repair work. 

In former years we gave most of that maintenance and repair work 
money to the stations in the first quarter so they could negotiate their 
contracts and carry out their maintenance and repair work. That 
was the basis for the apportionment. 

Mr. Puriuires. | know what maintenance and repair is, but we 
separated that in a separate line item last year. 

Mr. Scuoren. No. Maintenance and repair is an item——— 

Mr. Puiturrs. That is your internal bookkeeping? 

Mr. Scuoegn. It is. 

Mr. Patiuips. Forget about that. 

Mr. Scuorn. That is the reason for the asked apportionment. 

Mr. Puttuirs. I want to point out, Mr. Thomas, that you are so 
right, that the load was 5,000 beds less than the figure given us as 
an average. 

Mr. Hicury. That is why we had to come way up here [indicating] 


to get an average. 


REASON FOR REDUCING PERSONNEL 


Mr. Tuomas. What is the connection between the recent directive 
of the Bureau of the Budget and your discharge of 2,000 employees? 

Mr. Scuorn. There is none. 

Mr. Tuomas. Why did you wait until the last minute to make 
them then? 

Mr. Scuorn. The adjustments? 

Mr. Tuomas. The discharges. 

Mr. Scuoen. The discharges were predicated upon planning for 
fiscal year 1955 budget, since the Congress did not, and since the 
Congress had not passed the law, and until the hearings and the law 
is passed, we did not move on this problem. 
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Mr. Tuomas. Why did you not move? 

Mr. Scnoen. We did not move for two reasons: One was that in 
carrying out this program for next year we had to consider two 
factors. One of them was that we had to achieve economies. Part 
of this reduction is economy. We had a second point: In existing 
hospitals we had 

Mr. Tomas. Wait a minute before you start off. At any time did 
vou tell this committee that during the fiscal year 1954 you were 
going to have to discharge 2,000 employees, or even 1 employee? 

Mr. Scuoen. No, sir. 

Mr. Tuomas. At any time during the hearings did you tell the 
Senate Appropriations Committe: that you were going to have to 
discharge 2,000 employees, or even 1 employee during the fiscal year 
1954? 

Mr. Braetow. No, sir. On page 1707 of the hearings—— 

Mr. Tuomas. The answer is “No,”’ you did not tell either body you 
were going to have to do it. 

Mr. Biertow. No, sir; but we did tell you that we were going to 
adjust the patient load to come within $555 million, which manifestly 
includes discharge of personnel. 

Mr. Tuomas. To adjust the patient load by that, do you mean that 
you are going to have to deactivate a certain number of beds? 

Mr. Biaetow. We are not deactivating any beds. We are read- 
justing the patient load, within hospital spaces and among hospitals. 

Mr. Tuomas. Are you going to close any beds during the year 1954? 

Mr. Braeetow. It is not our intention to close any. 

Mr. Tuomas. Did you tell the committee, House or Senate, that 
you were going to have to close any beds in 1954? 

Mr. Biaretow. No, sir. 

Mr. Tromas. Are you going to close any in 1954? 

Mr. Bicetow. No, sir. We have instructed managers that no beds 
are to be closed, but they will have to concentrate patients in order to 
live within the reduced number of personnel we gave them, and in 
order to live within the average daily patient load that we set up for 
each hospital— the tentative figure that we sent to the field. 

Mr. Tomas. In other words, in the fiscal year 1954, you are not 
going to close any beds? 

Mr. Biaetow. No, sir. 

Mr. Tuomas. Do you intend to close any during fiscal year 1955? 
Pe’ Bicetow. There will be empty beds, but they will not be 
closed. 

Mr. Tromas. If they are going to be empty, they might as well be 
closed. Are you going to have any empty beds in 1954? 

Mr. Brcetow. We will probably have some. 

Mr. Tuomas. Did you ever tell the committee of the House or the 
Senate that you were going to have empty beds for 1954? 

Mr. Bicetow. No, sir. That statement was not made. 

Mr. Tuomas. Did you realize that you were going to have any 
empty beds? 

Mr. Bice.ow. I think we did, sir, as we observed this patient load, 
which is much higher than we anticipated. 

Mr. THomas. How come you told the committee $555 million would 
do the job? 
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Mr. Bics.ow. It will do the job for 105,100 average patient load, sir. 
Mr. Tuomas. Do you have more than that? 
Mr. BiceLtow. More patients? 
Mr. Tuomas. Yes. 
Mr. Bicge.tow. We have more at this time than that; yes. 
Mr. Tuomas. Do you mean to say then that you missed your own 
figure? 
“Mr. Bicetow. That is absolutely correct. We made a poor esti- 
mate for 1955. 
Mr. WicecLeswortn. If there is any trouble here, that is the reason 
for it? 
Mr. Biaetow. Absolutely. It was our estimate and we were too 
conservative. 
Mr. Tuomas. The committee actually gave you more money for 
fiscal year 1954 than you have spent. 
Mr. Bicetow. That is correct; yes. 
Mr. Tuomas. By $6 million? 
Mr. Bicetow. Approximately. 
Mr. Tuomas. What is all the ruckus about then? 
Mr. Bicetow. The ruckus apparently is because we are trying to 
readjust that patient load to get down to $555 million, open more new 
hospitals, and continue the activation of 14 additional new hospitals. 


REDUCTION IN OCCUPANCY RATE IN CERTAIN HOSPITALS 


Mr. Tuomas. For all practical purposes, are you trying so say that 
you are going to close some beds that have been occupied in the past? 

Admiral Boonr. We are not able to take as many patients. 

Mr. Tuomas. For all practical purposes, that is closing the beds. 
How many beds are you going to close, or whatever you want to call it? 

Mr. BiceLow. It is an unknown figure. 

Mr. WiaGLeswortH. You propose to lower the ceiling on patient 
loads in many hospitals, do you not? 

Mr. BiaeLtow. Yes. We hope to reduce a dangerously high occu- 
pancy rate in certain hospitals. 

Mr. WiaGitesworrtu. In how many hospitals? 

Mr. About 100. 

Mr. THomas. How many beds are you closing? 

Mr. BieeLow. | would not have the figures. 

Mr. Tuomas. How many patients are you going to reduce? 

Mr. Bigetow. | think we better give you the details of how we 
arrived at the figures so that you will understand the whole picture. 

Mr. Tuomas. Provided we are not going to talk all over the lot. 

Mr. Taser. You have 127 hospitals overall according to the table 
on pages 1709 and 1710, and if you are discharging people out of 100 
of those hospitals, you are discharging them out of four-fifths of all 
the hospitals that you have. 

Mr. BraeLtow. We have 170 hospitals. 

Mr. Taper. 170? 

Mr. Bicetow. Yes. The study was confined to a certain number 
of hospitals, which was less than our total. 
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Mr. Putuurps. 170 hospitals, but we have omitted in this discussion 
right now any question as to the actual necessity for these hospitals. 
You talk about the Cincinnati hospital. You do not have enougl 
patients to half fill the Cincinnati hospital. You cannot get an ade- 
quate staff to staff the Cincinnati hospital. We built a 488- or 500-bed 
hospital there. You anticipate you will only have 258 patients in 
that hospital. What I want to know is are you counting the beds that 
you do not have patients for as beds that have been closed? I want 
to know, Commander Bigelow, whether these beds that you are listing 
as not open or closed are in hospitals where there is an actual need for 
beds and is that among service-connected or non-service-connected, 
NP, G. M. and §S., or G. M. and 8. patients? I think there is a marked 
distinction in the situation, we will say, in the Hines Hospital, where 
on page 1678 you testified yourself that the average load was 2,355 
prior to January 1, 1953, and I think you yourself said a moment ago, 
or the letter we got said, that it was being reduced from 2,630, when 
there is no record of it ever being down to 2,300, which they consider 
a loss of a great many beds. 2,300 is only 55 off of what you antici- 
pated. You have an average daily patient load of only 2,013. So 
you are not very far apart on the actual patient load at Hines and what 
you expected it to be. 

You have either closed or declined to open one-third of the beds 
in that hospital. That does not add up to me. 


HINES HOSPITAL 


Mr. Biaetow. May I answer you, sir, in two parts? First, I 
would like to reply to the Chicago situation. In the Chicago situation 
we have 3 hospitals, 2 new and Hines. The Hines’ manager is satis- 
fied with the patient load that we have set up for 1955. It is realistic 
and he can make that, he feels. 

Mr. Puttures. What is that patient load? 

Mr. Yates. You are reducing the load at Hines? 

Mr. Bicetow. That is correct. 

Mr. Yates. And you are opening two new hospitals? Do you 
mean that there is not a need for additional patients at Hines? 

Mr. Bicetow. There has not been any demand for total operating 
beds. Some have been empty for a long time, so we are cutting them 
back to the realistic figure. In the Chicago area there are 2,600 beds 
available for veterans. That is not being reduced. There are still 
2,600 beds, and in that area they are getting $500,000 more in 1955 
than they had in 1954. 

Mr. Yares. Are you saying that all of the beds in the Hines 
Hospital have not been operated? 

Mr. Bicetow. That is correct. It has been operating at about 
80 percent occupancy. 

Mr. Tuomas. You never did tell us how many beds you are going 
to deactivate for the remainder of 1954 and 1955, compared to what 
you had 30 or 60 days ago. 
es Biaetow. I will have to give you the procedure to bring 
that up. 

ir’ Peteses: We do not care anything about the procedure, Com- 
mander. We want to know how many beds you are going to de- 
activate. 
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Mr. BicEetow. I cannot tell you how many beds. The money for 
1955, sir, is tied to the patient load. Operating at 90 percent occu- 
pancy on the overall throughout the system would require 117,700 
beds. We now have 114,000 operating beds in 1954. 

Mr. Tuomas. You are cutting off 2,000 employees at a cost of 
between $6 and $7 million. I presume with that goes the deactiva- 
tion of a certain number of beds. 

Mr. Brieetow. At least a reduction of patient loads. 

Mr. THomas. What is your guess? How many patients? How 
many beds? What is the reduction? There is a reduction there. 
Can you translate it into beds? 

Mr. Bicetow. I cannot here. I can put it in the record. 

(The information is as follows:) 

The reduction in personnel approximates 2,000. Some of these are made as a 
result of managers’ decisions that they can render good medical care for the 
established patient load, with a lesser number of personnel. Closing of beds is 
not contemplated. 

The activation of approximately 3,000 beds in new hospitals and hospitalization 
‘a additional average daily patients are planned within the sum of $555 

Mr. Tuomas. What is vour best guess? 

Mr. BiceLtow. About 2,500, 1 guess. 

Mr. Puruures. What does it represent? 

Mr. Bigetow. That is only a guess. 

Mr. Puiuurps. What does it represent? 

Mr. BiaeLtow. The beds that will not be utilized in the older 
hospitals during 1955. 

Mr. WiaGteswortn. That is your proposed reduction in the 
ceilings on patient loads, is it not? 

Mr. Bicetow. That is correct, sir. 

Mr. Tuomas. It amounts to a deactivation. How much in dollars 
and cents will it cost to keep them activated? 

Mr. BigeLtow. Between $4 million and $6 million, as Mr. Andrews 
said. 

Mr. Tuomas. Between $4 million and $6 million. That is the 
figure you told the committee you could save by commingling the 
funds and operating the dorms and everything else. There is the 
answer to the whole ruckus. 

Mr. Puiuures. Let us make this clear to me, at least, on this. Of 
the 2,500 beds, Commander, you say will not be used, quite a few of 
those beds are not in use today? 

Mr. Biaetow. That is correct. 

Mr. Puiiurps. You are not putting anybody out of a bed? 

Mr. Bicetow. No, sir. 

Mr. Puituies. On the record before us in March at the Hines 
Hospital there were 331 empty beds at that time. 

I mean to say: This is not a question of where you need $6 million. 
If we gave you $6 million you would not be able to spend it all in 
activating those 2,500 beds, because there were not patients for those 
beds at the present time. 

Mr. Bicstow. If you approach the problem in specifics, we are at 
this moment attempting to bring the current patient load down to the 
1955 level. That required an adjustment in these 100 or more hos- 
pitals. Manifestly that meant less personnel. 
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USE OF AVERAGE PATIENT LOAD AS BASIS FOR PROGRAM 


Mr. Puiurps. Of course, I question the same thing the other 
members have. That is by what authorization you ever got up to 
107,383 when you had 102,370 as a limit. Evidently Me Higley 
thinks you had to make an average and you had to go up to come 
down. We do not agree with that. 

Mr. Hieiey. That is the one fundamental question I wanted to 
ask you, and to get your thinking on. 

Mr. Puivurpes. You were building up to a figure. 

Mr. Hieiey. We will say 102,370 is merely the translation of beds 
into a 90-percent occupancy. 

Mr. Puruuies. That is correct. We understand. 

Mr. Hieuey. I know you are thinking of beds, but I would like 
to keep it on the patients because that is what this is all on. 

When Congress gave the $555 million and they stipulated a certain 
number of beds there, I assumed a certain occupancy also, which 
would amount to a number of occupied beds; and would you have said 
we would have abided by what you wanted—this [indicating chart] is 
supposed to be months and all of that—if that load had come up later 
and we had ended up here [indicating]? 

Mr. Puiuurrs. I would have said so, but you would have had to 
go over it a little bit, because you could never keep it on the average. 

Mr. Hieiry. But you would have said we would have abided by 
what Congress wanted? 

Mr. Why? 

Mr. Hietey. Where are all the hearings—— 

Mr. Puiuures. You had no authority from this committee to go up 
to 107,383 beds on last year’s budget, according to last year’s budget, 
and I think the rest of the committee might agree on that. 

Let me clear up something briefly, because this is not entirely clear. 
You keep saying you have no carryover, and we call it a carryover. 
You have no money carried over. You have a balance you did not 
spend. You have to have some balance. You cannot have it down 
to nothing all the time. 

Eventually that goes back to the Treasury. But it is held for 60 
days at least, before it is turned back to the Treasury, to pay any of 
the demands of the current fiscal year as they come in. 

In those demands, in my opinion, would certainly have been the 
severance pay of employees let off at that time. 

Mr. Baker. Only if they are separated before the end of the current 
fiscal year. 

Mr. Putuurps. Only if they are separated on June 1? 

Mr. Baker. Before June 30. 

Mr. Keusry. On or before June 30. 

Mr. Purtures. You mean if they were separated on the 25th of 
June they could not have been paid out of that money? 

Mr. Keusry. Yes, they could be. In other words, they would 
get the 30 days’ notice before actual separation. 

Mr. Puiuurrs. In other words, it is not a chopoff with nothing 
spent out of it after that? 

Mr. Hietey. But we cannot obligate anything in 1955 and pay for 
it out of this year’s appropriation. 
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Mr. Puitiips. You cannot obligate, but the fact that you had $6 
million left over in 1954 indicates you are not going to run right up 
to the nose on the money in 1955 nor in any other year; nor could 
you do that. You have these various cushions you create, or we 
created and you agreed on some, and you created yourselves in 1954. 

Mr. WiacLeswortu. I would like to take 2 or 3 minutes, if I 
May, Mr. Chairman, to make a statement concerning the Brockton 
Hospital picture and its implications on the picture as a whole. 


BROCKTON HOSPITAL 


As you know, we have in Brockton one of the new NP hospitals 
which started operations during the current fiscal year. 

We have a very competent and experienced manager there, Dr. 
Peter A. Peffer. 

The hospital is an NP hospital, for which of course, there is a par- 
ticular need at this time. 

In December of 1953 he was notified, as I understand it, by the 
Medical Director here in Washington, that he could anticipate going 
to a basis of full operation as from July 1, 1954. That would have 
meant something like 948 operating beds and a staff of something 
under 1,100 persons He proceeded to build up his staff on that basis. 

Not until May, after the hearings had been held before this com- 
mittee and before the Senate committee, was he advised that there 
had been a change of plans, that he was not to go to a 100 percent 
basis in fiscal 1955 but that he would only go to a 64 percent basis, 
or 610 patients. 

On that basis and on the $14 per patient day which he was allocated 
he will have to cut his staff, to the extent of about 120 out of the 768 
which he has on the payroll. 

Incidentally, for reasons which 1 do not understand, with a view to 
reducing 120, there are said to have been discharge notices sent to 
about 350 of the 768 employees. 

The result is that vou are going to have an NP hospital there which 
is 36 percent inactive, a hospital which is running on a very un- 
economical basis, and you are going to lay off 120 people who have 
been trained for this work at the hospital. 

In a letter which Dr. Peffer wrote to me, at my request, he states, 
among other things that: 


It is grossly inefficient to operate at a 64-percent level. 


He also says: 

Also, the amount of money which has been spent in the training of 120 employees 
to be affected by RIF cannot be measured in dollars and cents alone, since when 
the time comes io recruit additional personnel, many of these people would not 
be available and we would have to go through the training process all over egain. 
It is, therefore, felt that full activation of the hospital at this time is in the best 
interest of the taxpayers and is certainly needed for the veteran with mental 
illness, who is waiting for hospital care. 

If this were granted at this time we could well live within the $14 per diem, 
keep all our present employees, and be able to hire about 250 additional. 


I took the matter up at a conference with Admiral Boone and 
others who are here today, to see why the change in plans was pro- 
posed at this time, because obviously in view of the facts received 
full operation must have been in contemplation when the request for 
1955 funds was justified before this committee. 
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As I finally got the picture, the VA has recently determined that 
to live within the $555 million which it had previously testified was 
the maximum required, as I understand it to take care of a maximum 
patient load of 109,100 nationwide in fiscal 1955 it would be necessary, 
as has just been testified, to reduce ceilings on patient loads »t about 
100 hospitals. 

It was also stated that you could not reduce the ceilings at all at 
certain hospitals, and that therefore the reduction was applied more 
to some hospitals and less to others. 

I point out in this connection that the whole difference in patient 
load, nationwide as I understand it, discussed here this morning, 
amounts to only about 2 percent, whereas the difference between the 
100 percent operation of the Brocton hospital and the 64 percent 
operation now suggested would amount to 36 percent. 

The people of Brockton and the surrounding territory are very much 
concerned about the matter. The proposed reduction in ceilings ap- 
parently applies to 100 hospitals, not to just 1, and in varying degrees. 
I hope it is not true, but it looks to me like another case where the 
committee and the Congress have been given one story and the vet- 
erans of America and the public another. We have had that kind of 
experience before. It has got to stop. 

Mr. Tuomas. It has been coming almost regularly about this time 
every year, too. 

Mr. Puituips. Certainly every 2 years. You will remember that 
2 years ago, in Mr. Cotton's district, notices of separation were given 
to hospital employees up there, to the effect that on the Ist of Novem- 
ber, which was just a day or so before election, they would be sepa- 
rated, 

Can you explain why 500 notices were given to people when you 
were going to discharge 110 or 120? 

Admiral Boonr. Mr. Chairman, Brockton is one of the new 1,000- 
bed NP hospitals. Mr. Schoen has worked on each of the individual 
hospitals. I hope he can give a satisfactory explanation of that sit- 
uation. If we gave notices for 500 we were not aware of that. 

Mr. Scuoen. It was unknown to us. 

Mr. Wiecieswortn. I do not know that to be a fact; but it has 
been carried in the newspapers. 

Admiral Boone. I never heard of that before. 

Mr. Hietey. It probably is not true, although there might be a 
little bumping in there. 

Mr. Tuomas. Mr. Chairman, again the VA has made a mistake in 
its estimates. That is what it boils down to. 

This committee and the Senate committee supplied the amount 
of funds that they needed for this purpose. So far as I am concerned, 
lam getting enough of chewing this every year at about this same time 
of the year, with telegrams going out and giving the veterans’ popu- 
lation one idea and the committee another. It looks to me like the 
VA ought to rescind its telegrams and present course of conduct. 
It all goes back to that figure they agreed to of a savings of $4 million 
to $6 million by the consolidation of these different types of beds. 

Mr. Hietey. Where are you going to make that saving? 

Mr. Tuomas. Let them operate the best they can. Rescind that 
order. If it takes a deficiency of $1 million or $2 million we will just 
have to come up with it. 
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Mr. Puituirs. I will agree with that, with one stipulation. So 
many of these beds that we have been talking about would under no 
circumstances have been activated, because most of them were not 
activated before, and many of them have been lying idle. 

I cannot conceive that that is the number of beds we are talkin 
about, 2,500 beds. You can judge the figures. Other than that 
will agree with what Mr. Thomas is saying. 

Mr. Schoen, are you going to explain to Mr. Wigglesworth why you 
took a 36 percent cut on an NP hospital when all of the testimony 
before this Committee indicates that we need the NP beds much more 
than we need the GM and § beds? 

Mr. Scuoen. First of all, I would like to say that inserted in the 
record is the planning program for Brockton, and there has been no 
cut from that planned program. There has been an increase. 

Where is that? 

Mr. Scnoen. The exhibit I have here is in the hearings. That is 
the one that shows the 1955 program. 

Mr. Yates. This one here? [Indicating]. 

Mr. ScuHoen. Yes, this is it. 

Mr. Taser. You might tell us, when you tell us the rest of it, why 
you employed these folks you are going to let off there. 

Mr. Scuoen. Yes, sir; 1 will do that. 

On page 1677 there is an exhibit. 

Mr. Puruures, 1682 or 1677? 

Mr. Scuorn. 1677 of the House hearing there is an exhibit which 
shows it for Brockton. 

Mr. Puruuipes. That is where it begins. Brockton is on page 1682. 

Mr. Scuorn. Yes, sir; that is what was called the new hospital, or a 
hospital that was in the process. 

Mr. Puruuirs. Being opened? 

Mr. Scuoren. The process of being opened. 

Mr. Puiturrs. Opened after January 1, 1953? 

Mr. Scuoren, Yes, sir; Brockton is among the 6 to 8 new hospitals 
which are classified there. 

Mr. Puiturrs. That is a long time before you appeared before our 
committee. 

Mr. Scuoren. This is the program and the plan for the average 
patient load during 1955. It is 480 average daily patient load at 
Brockton as shown in the record. 

Recently we have now authorized 610 for Brockton, which is an 
increase. 

Now to get back to the point of why did we employ people? We 
have to start back in perspective. We had presented a program for 
consideration for inclusion in the President’s budget. That program 
contemplated a greater activation in Brockton than is shown in this 
record. Our figures, which were presented to the Bureau of the Budget 
were adjusted to a reduction in average employment of 1,000 in the 
NP hospitals. 

These hospitals, of which Brockton is an example are types of 
hospitals which are advanced in design and are intended to provide 
for NP patients maximum therapeutic measures. They have small 
wards. en you have small wards it takes more people. 

I have had a number of conversations not only with Brockton but 
with Pittsburgh, which has a similar type of hospital, and with 
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Mr. Puitures. Mr. Schoen, you know, you are not explaining why 
you should have 480 at one time, and you expect an increase the 
next year to 610, and then we are letting off trained people up there. 

Mr. Scuoen. Based on the plans we had at the time the President's 
budget was in the process of preparation, we made a commitment to 
Dr. Peffer, the manager. 

Mr. Purtures. That is a year ago, Mr. Schoen. 

Mr. Scuorn. Last December; that is right. 

When you take 1,000 people out of a program, and you made a 
commitment on the basis that you thought perhaps you could justify 
that 1,000, or get it included in the budget, and then there is a shift 
in that plan, then accordingly you must revise your plan. 

Mr. Puattuips. What you are saying is that you employed a lot of 
people before you had any authorization to employ them; is that right? 

Mr. Scuoren. No; we had the authorization. They were part of 
our ae mee in 1954. There were to be 114,000 operating beds, 
which the committee states in this hearing, and it is in the committee 
report, in which they said, “Do a good job.” 

Mr. Puiuuies. Mr. Schoen, how could you have a reduction of that 
many beds in a program which you yourself had set up, according to 
your statement right now? 

Mr. Scuoren. A reduction? 

Mr. Puiures. Then when you testified before this committee that 
you needed a certain number of activated beds, nobody asked you 
what the Bureau of the Budget told you. Nobody asked you what 
you had had the year before. All this committee asked you is, ‘How 
many patients per day do you need beds for in 1955?” 

Mr. Scuorn. Sir, we are committed to and do support the program 
presented by the President; 105,100 was the President’s program. 
By policy we are committed to support that. 

The letter that was submitted indicates that we are prepared to 
provide hospital care with $598 million, for 127,000 beneficiaries. 

Brockton is a new hospital. The people at Brockton want it acti- 
vated and so do we; therefore, when you already have 107,000 patients 
in the existing hospitals at this time it is obvious we have to take 
something out of the existing hospitals to activate Brockton at an 
accelerated rate over our basic plan. 

Mr. Puiiures. What you are saying, Mr. Schoen, is that you did 
not make a truthful statement to this committee. 

Mr. Scuoen. think 

Mr. Putiures. The VA came here and testified they needed a cer- 
tain number of beds, and said nothing whatever of the fact that you 
were reducing that on the basis of a limitation given you by the Bureau 
of the Budget, because a year before you bad come before us and had 
paid no attention whatever to such limitation, but had given us the 
actual figure of the number of beds you could activate, and we gave 
you the actual amount of money. 

Now you are trying to—I do not want to use the word “evade” 
but I am compelled to use the word—you are trying to evade the con- 
dition which exists today by saying you gave a reduction of 1,000 
beds which you did not want to give, because the Bureau of the Budget 
had forced you to give it, and, therefore, the number of employees in 
the Brockton Hospital, who had been employed by you and trained 
by you, were being let off because of something that was not in accord 
with the facts stated to this committee. 
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. Scnoen. It was 1,000 employees, sir. 
. Puriures. All right, 1,000 employees. 

Mr. Scuogen. And not 1,000 beds. 

Mr. Purvis. I correct that, 1,000 employees. 

Mr. Scuorn. That is right. In talking about this situation, the 
105,100 daily average patients is our estimate. We made that esti- 
mate at a time when we had 98 ,000 patients in the hospital. As the 
Administrator has said to us it looked like a big increase. In the face 
of the actual circumstances, though it looked like a big increase, we 
found as.we went through the course of this year that that load went 
beyond our expectations. 

ou have brought out the point: Why were we authorized 

Mr. Puiuurps. Do you see why we get a little frustrated on this 
committee? Mr. Wigglesworth, are you satisfied with Mr. Schoen’s 
explanation of why they have dropped off these employee’s up there? 

Mr. Wiaa.ieswortu. No, I am not I think it is a very uneconomical 
operation, and particularly unfortunate in an NP hospital. 

Mr. Hieury. Mr. Chairman, you expect $6 million savings? 

Mr. Puiuures. We stand back of that. 

Mr. Hiauey. You have to adjust employment to do that. 

Mr. Puitirrs. We agree with that, but you are not anywhere 
within touching distance of the statement that was set up before this 
committee, when you let them out of a Brockton Hospital, which is 
an NP hospital. 

I can see why you can cut down 300 beds in the Hines Hospital 
with no difficulty. They were not filled. Two additional hospitals 
had been built in Chicago. 

But when you go up to a hospital where you have been training 
these people for a To ad which we know exists, and you let them out of 
there, it does not add up. 

Mr. Wiaeieswortu. Dr. Peffer’s opinion is that you can fill that 
hospital in 90 days in view of the demand there. I am not an expert 
in that field, but that is his statement. 

Mr. Scuoen. A similar situation exists in Salisbury. The manoger 
at Salisbury says that he can do a great deal toward filling that 
hospital. And so do other managers of new-type psychiatric hospitals. 

Mr. AnpreEws. Is that not the desire of this committee, Mr. 
Chairman; to fill all the hospitals that are available and take up these 
waiting lists? 

Mr. Puiuures. As a matter of fact, this committee, to my knowl- 
edge, has never expressed an opinion on that subject. 

Mr. Hie.ey. That is a very important point. 

Mr. Patuurrs. That is Mr. Higley’s point. 

Mr. Yates. Mr. Chairman, may I ask a question to clear up the 
testimony about Brockton and these other places? Is the witness 
saying that the Bureau of the Budget compelled the VA to cut down— 

Mr. Hiaury. No. 

Mr. Yates. Let me finish my question. 

Did the Bureau of the Budget compel the VA to cut down the 
number of employees and reduce the standards that the VA thought 
were necessary to adequately take care of these hospitals? 

Mr. Hietey. No. The Bureau of the Budget has not compelled us 
to_do anything. 
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Mr. Tuomas. Mr. Chairman, the hour is growing late. Let us hear 
from the Bureau of the Budget. 

Mr. Puiturps. We have here three representatives who came here 
from the Bureau of the Budget, at my request. They are Mr. 
Brundage, Mr. McNamara, pees Mr. Berry. They came down at my 
request because I was quite sure that before we got through with this 
aes we would get over to what the Bureau of the Budget had done 
or said. 

Mr. Wiceiesworts. As I understand it, what you are saying is 
that to live within the overall figure, you have to reduce the patient 
load overall below the level which you would otherwise maintain, and 
that the proposed reduction in patient load carries with it a corre- 
sponding reduction in employees in the various hospitals; is that right? 

Mr. Hiatey. If we do not give Brockton a higher number of beds, 
they have too many people for what was allocated to them. 


INCREASE OR DECREASE IN 1955 AS COMPARED TO 1954 FOR ALL VA 
HOSPITALS 


Mr. Wica.esworth. I was going to ask the chairman if we could 
not have either for the committee or for the record a statement as to 
just how much the ceiling on the patient load is to be reduced at 
each of these 100 hospitals, if the proposed reduction is made. 

Mr. Hieuey. You have all that information? 

Mr. BiaeLow. Yes, sir; we can insert in the record a statement 


which shows the increase or decrease in 1955 as compared to 1954 for 
all VA hospitals. 


(The information is as follows: ) 


Average daily patient load 
ALL HOSPITALS 


Estimated, Planned, Decrease 


Hospital fiscal year fiscal year or 
1954 1955 increase 
102, 819 105, 375 +2, 556 
Tuberculosis hospitals, total. .................-......-..---.-- 8, 221 8, 125 —96 
Neuropsychiatric hospitals, total..._...............-.--.------ 49, 782 50, 666 +884 
General, ical, and surgical hospitals, total...............-- 44, 816 46, 584 +1, 768 


TUBERCULOSIS HOSPITALS 


Baltimore, 262 260 ~2 
532 515 -17 
Fort Bayard, N. Mex... 205 200 
Indianapolis, Ind - 186 230 +44 
Kerrville, Tex. 400 395 
512 500 —12 
Oteen, N. C. (Oteen Division, Swannanoa Division) ..-...-..- 1,322 1, 280 —42 
Rutland Heights, Mass 570 550 —2 
San Fernando, Calif 499 485 -i4 
Sunmount, N. Y-- 496 490 —6 
Tucson, Ariz_- 368 365 -3 
Walla Walla, Wash 365 360 -5 
340 335 -5 
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Average daily patient load—Continued 
NEUROPSYCHIATRIC HOSPITALS 


| 
Estimated, | Planned, Decrease 
Hospital fiscal year __ fiscal year or 
1954 increase 
| 
| 
American Lake, 866 | 855 | 
Augusta, Ga. (Augusta, Augusta Annex)_____.-._..._..-.___- 1, 406 1, 405 | —1 
Battle Creek, Mich 5 1, 990 | —6 
Bedford, Mass__._...._- , 702 | 1, 720 +18 
Brockton, Mass_. | 610 +453 
Canandaigua, N. Y____- 1, 630 * +2 
Coatesville, Pa__ ed | 1,810 | —22 
Danville, Il 645 | 1, 640 | 
Downey, Il. (NP section, TB section) 2, 211 2, 270 | +59 
Fort Lyon, Colo_. | 7 726 | —18 
Fort Meatte, 8. 687 685. | 
ce 1,091 | 1, 080 | -11 
Knoxville, Iowa... .........-.- 1, 507 | 1, 505 -—2 
Mt SS 940 | 960 | +20 
1, 571 | 1, 610 +39 
Murfreesboro, 1, 058 | 1, 055 —3 
Northport, N. RAT | 2, 380 2, 305 +15 
1, 344 | 1, 325 -19 
Pittsburgh, Pa as 92 480 +388 
1, 859 1, 840 —19 
Salisbury, N. C bas 137 340 +203 
Salt Lake City, Utah. 422 | 490 +68 
2, 044 | 2,010 | —34 
GENERAL MEDICAL AND SURGICAL HOSPITALS 
N. Mex.-- +4 
Alexandria, La..........- +6 
+151 
Birmingham, Ala 350 +80) 
Boston, Mass +7 
Brooklyn, N. Y —10 
Buffalo, N. Y +34 
Chamblee, wy 
Cheyenne, —9 
Clarksburg, W. Va 142 138 4 
Cleveland, Ohio- 704 723 +19 
Columbia, S. : 456 | 428 —28 
Coral Gables, | 416 395 --21 
} 799 768 —31 
} 433 435 +2 
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Average daily patient load—Continued 


GENERAL MEDICAL AND SURGICAL HOSPITALS—Continued 


Estimated, Planned, | Decrease 
Hospital fiscal year fiscal year or 
1954 1955 | increase 
Dublin, Ga 335 338 43 
i 304 400 +96 
Dwight, Il 205 200 | 
East Orange, N. J___- 624 708 +84 
Erie, Pa “a 141 141 
Fargo, N. 96 ON +2 
Fayetteville, Ark____. 212 203 
Fayetteville, 301 303 +2 
Fort Benjamin Harrison, Ind. 
Fort Harrison, Mont idorkeunnannebinniiic 137 147 +10 
Fort Howard, Md____. 412 423 +11 
Fort Wayne, In 163 160 
Hot Springs, S. @ak...... 215 220 +5 
Houston, Tex 862 963 +101 
Huntington, W. 141 143 +2 
Jackson, Miss_____- 409 400 wil 
Kansas City, Mo 309 383 +74 
Kecoughtan, 435 499 + 
Lake City, Fla____- 299 
Lincoln, 185 183 —2 
Little Rock, Ark 373 388 | +15 
Long Beach, Calif 1, 487 1,440 | —47 
Los Angeles, Calif. (@. M. and 8. Section and NP Section). -- 3, 085 3,040 —45 
422 423 +1 
Manchester, N. 124 118 
165 155 —10 
Marlin, Tex. 130 118 —12 
Martinsburg, W. Va 649 748 +99 
McKinney, Tex._____.__-- 542 350 —192 
Tenn. (Ken.) 1, 103 , 090 —13 
Minneapolis, on 833 823 —10 
Mountain Home, Tenn = 559 555 —4 
Muskogee, Okla_. 298 308 +10 
Oakland, Calif. __ 631 608 
Oklahoma City, 180 365 | +185 
Philadelphia, 405 420 | +15 
175 163 | —12 
Pittsburgh, Pa. (Aspin and Aspinwall) 650 7 +80 
- 136 133 —3 
479 493 +14 
Saginaw, wa... 166 165 -1 
St. Louis, Mo__- 6 350 +344 
Salt Lake City, Utah__ 144 143 -1 
San Francisco, Calif.____. 377 358 —19 
San Juan, P. R..........- 188 175 —13 
Seattle, 272 268 
Shreveport, La_..____ 230 248 | +18 
Sioux Falls, 8. 192 188 —4 
Spokane, Wash__. 125 118 —12 
Vancouver, Wash 467 448 —19 
West Haven, Conn. 387 +153 
West Roxbury, Mass 137 248 +111 
White River Junction, V 171 163 —8 
Wilkes-Barre, Pa 435 428 -—7 
Wilmington, Del___ 224 243 +19 
Weed, 1, 064 +16 
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Mr. Puriures. Will you insert that in the record, because this has 
now divided itself into two arguments. The first argument is over 
whether we told you you had to have a certain number of people, 
which I think I can say without hesitation this committee never con- 
sidered. We took your figure of the number of beds you would acti- 
vate. We did not expect you to go way beyond your authorization 
in order to get back to that. 

I do not think we would ever criticize you, on the other hand, when 
we realize what you are up against, with the increasing number of 
veterans who are nonservice connected, for attempting to economize; 
but we would say that was an administrative problem. 


BUREAU OF THE BUDGET ACTION ON THE 1955 VA BUDGET REQUEST 


Mr. Schoen has made the statement that Mr. Yates is questioning; 
that is, that you had planned to have 1,000 more employees in the 
NP hospitals and that the Bureau of the Budget had limited you so 
you cut 1,000 employees off. That is on the record and can be read 
back if necessary. 

Now, Mr. Brundage, you were not asked to come up here to make 
astatement. You were asked to come up here as observers, but would 
you care to make a statement? Have you heard enough of this 
discussion we are having this morning to know what we are talking 
about, and do you care to make a statement about this matter of 
controversy? 

What it is, Mr. Brundage, is that the Veterans’ Administration 
came to us this year, as they did last year, and we took their figure 
of the number of beds, only we gave them the advantage this year 
of making them occupied beds. Last year we took a figure of the 
activated beds. That is an advantage to the VA. At the VA’s 
request we combined the hospitals and the domiciliaries and the 
contract beds, so that they could shift them back and forth, and 
we gave them a figure of $598. 

e gave them the results of a very careful investigator’s report as 
to where economies could be made. We knew they were going to come 
out with $5 million or $6 million left over this year anyway. 

On the basis of that we had a letter from the Veterans’ Adminis- 
tration saying they could operate 127,000 occupied beds in these 
categories with a maximum of $598 million. Now we begin to hear 
that the beds are not opened. People are being let off the employ- 
ment rolls. 

We have not reached a decision on it yet, but you have now been 
charged with being the responsible party for the reduction of 1,000 
employees. 

Mr. Brunpace. Mr. Chairman, I am sure that the Bureau of the 
Budget has never taken a position in which they wished to deprive the 
Veterans’ Administration of funds to adequately treat and handle 
the veterans that need, such treatment. I know from our staff 
meetings that that has been our consistent policy. 

However, if we are to economize it has to be done wherever practi- 
cable, and we therefore question all the departments and the people 
who come to us with requests for appropriations, to be sure to limit 
them to their essential needs. 


It is my understanding that during this past year there has been a 
time when as a result of directives from vA headquarters the district 
managers or medical supervisors have tried to fill up the beds. 

I would also like to say that as a result of this agreement in March, 
which we understood had been voluntarily accepted, and met all the 
requirements of the Veterans’ Administration, we would very much 
hesitate to see a change made less than 3 months later. We would 

refer to have the present budget estimate carried through, so long as 
it is understood that the operation is to be on a minimum basis, but 
to give adequate treatment to all those who need it. 

If they find they cannot operate on that basis, then come back for 
a supplemental request, and I am sure it will be sympathetically 
pene if they have tried hard to keep to the minimum operating 

asis. 

Mr. Yares. What is this minimum operating basis? What do you 
mean by “minimum operating basis’’? 


Mr. BrunpaGe. Well, not to go out and try to get patients to. 


come in to fill up the beds. 

Mr. Hiexey. I think that statement ought to be challenged, Mr. 
Chairman. 

Mr. Puiuurs. Mr. Higley, you were not here, I think, when we 
went all over this with Dr. Boone. Dr. Boone’s telegram of last 
year, no matter what he intended it to read, did tell the managers to 
go out and fill *. the beds. 

Mr. Hieiey. Those patients come from the regional offices. The 
a does not go out and get patients. He has not a thing to do 
with it. 

Mr. Puiturpes. We will accept your statement that you are not 
responsible, Dr. Boone is not responsible, that there was a big mis- 
understanding at that time. The regional offices are wrong, but the 
regional offices are still under the control of the Veterans’ Adminis- 
tration. 

Mr. Hiaury. That is right, and all these patients come from the 
waiting load which has already been determined as the men entitled 
to hospital care if and when we can give it to them. 

Mr. Puiuures. If I remember the telegrams all went to the regional 

offices anyway, did they not, Doctor? 
» Admiral Boone. All field managers; but, Mr. Chairman, Mr. 
Higley was here and he testified about that telegram. He could 
not subscribe to the statements made here about the implication 
inferred. 

Mr. Putuures. I say, that is a matter of controversy. It is water 
under the mill. This committee all read the telegram and felt it was 
an invitation to the people to go out and fill up their hospitals. Your 
side of the table thinks it did not. I do not know how we will decide 
it in the next 2 minutes. 

Mr. Yares. I still did not get an answer to the question I asked. 

As I understand the situation, when we considered the budget for 
fiscal year 1954 we asked how many beds the VA would need to take 
care of the people on the waiting lists at that time, who were entitled 
to treatment. 

Mr. Puruuips. That is correct. 

Mr. Hietry. Oh, no. How many beds we could activate and 
staff with $555 million. 
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Mr. Yates. Activate and staff in order to eliminate the waiting 
list. 

Mr. Hieiey. But we had 23,000. You could not hope to take 
care of all of them. It was doing, I thought, the best possible job we 
could with the money you gave us, to try to get rid of that big backlog. 

Mr. Yates. I think that is correct. 

Mr. Puiuuies. I think that is correct. 

Mr. Yates. Let me finish my question. 

We were driving toward the elimination of the backlog. 

Mr. Hieiey. That is right. 

Mr. Yates. We were driving toward the elimination of that back- 
log. You seemed to have a remainder. We still seem to have a 
backlog today. 

Mr. Hiaiey. That is right. 

Mr. Puiuuips. It is probably not the same people. 

Mr. Hieuxy. No, it is not the same people. 

Mr. Yates. That may be true, but the fact remains that we still 
have a backlog. If we still have a backlog I am at a loss to under- 
stand the statement by the gentlemen from the Bureau of the 
Budget, in saying that we want to provide only a minimum amount of 
care. Do we not still want to get rid of the backlog to the greatest 
extent possible? 

Mr. Brunpaace. I do not know anything about that personally. 

Mr. Hiauey. This is the crux of this thing. 

Mr. BrunpaGes. About the details of the backlog. 

Mr. Yarsrs. Did they not tell you about the backlog when they 
came up before you? 

Mr. Brunpage. Not to me. I know something about the opera- 
tion of hospitals in New York City and Montclair. I know a lot of 
people ask for beds they do not need, but I do not know anything 
about this particular problem. 

Mr. Yates. Presumably the VA will not put a person on a waiting 
list who is not entitled to a bed; is that right? 

Mr. Puiuures. Entitlement and need are sometimes different. 

Mr. Yares. I refer to entitlement and need as being the same. 

Mr. Tuomas. Let me get in just one question here, and then I 
will not interrupt you. 

You asked the Bureau of the Budget in fiscal 1955 for $561 million 
against what the committee gave you for 1954, $555 million; is that 
correct? 

Mr. Ketsry. Yes. 

Mr. Hiauery. That is right. 

Mr. Tuomas. That is what they gave you. What did you ask for? 

Mr. Hiauey. We asked for $561 million, and Mr. Phillips asked us 
to make economies. 

Mr. Tuomas. Did you ask them’for $561 million, or $568 million? 

Mr. Hiaiey. $561 million. Am I correct? 

Mr. Yares. Mr. Administrator, there seems to be an error in your 
statement. 

Mr. Hiatey. I may be wrong. 

Mr. Scuoen. Let me repeat, what is the question: ““What was our 
renee of the Bureau of the Budget?” 

r. Tuomas. That is right. 
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Mr. Hiciey. What was it when it came to Congress? You are 
not concerned about the haggling. 

Mr. Yares. That is not the question. What was the request of 
the Bureau of the Budget?. 

Mr. Tuomas. You sent an estimate up of $561 million. For what 
did you ask them? 

Mr. Scnoen. The figures I have here show it at approximately $566 
million. That is less the reimbursements. 

Mr. Tuomas. Is the figure of $568 million I had in mind reasonably 
accurate? 

Mr. Scuoen. Yes. 

Mr. Pururrs. I think it is a little large, because they have the 
reimbursables and they have the areas outside of direct hospitalization. 

Mr. Scuoen. Here are the figures here. 

Admiral Boonr. Mr. Phillips, it is said that we guessed wrong. |] 
do not think it is guessing wrong. I do not know how any physician 
or anybody can predict how much sickness they are going to have. 
We had a lot more sickness than we could foresee. It is there to be 
taken care of now. 

We stand back, yet we have the beds, the money, the facilities and 
the staff, and shut the doors to veterans—I think the impact of that 
would be terrible. 

Mr. Yares. When the Bureau of the Budget cut the VA on its 
hospital request here, did the Bureau of the Budget indicate where it 
thought the reduction should be made? 

Mr. Brunpaae. I will ask Mr. McNamara, who handled the matter, 
to answer that. 

Mr. McNamara. Could I go back a little bit on your question, sir? 

Mr. Yares. Yes. 

Mr. McNamara. I think I may understand the question. 

There was no material difference—subject to confirming this state- 
ment—between the agency’s request and the Bureau of the Budget 
action upon the appropriation estimate for the operation of the 
hospital program for 1955. Iam speaking from memory. I think that 
the agency requested. 

Mr. THomas. If I may interrupt there, according to the figures 
there is a little matter of $7 million to $10 million. 

Mr. McNamara. Yes, sir; I was just going to comment on that, 
Mr. Thomas. 

Mr. Tuomas. You are going to have to do a whole lot of comment- 
ing, so far as I am concerned. I have heard of you for a long time. 
You have been a czar over there. 

Mr. McNamara. Thank you, sir. 

Mr. THomas. You admit it? Go ahead. 

Mr. McNamara. We made a reduction of $10 million. 

There was no difference on the patient load. We both used the same 
patient load for 1955 of 105,100. In the staffing of the hospitals we 
provided for the exact number of man-years that the ageney requested 
for the operation of its new hospitals. 

Of this $10 million a portion of it was to reduce the request for the 
staffing of the old hospitals, the existing hospitals, in which case we 
used the same staffing ratio that the Congress based the 1954 appro- 
priation on for the old hospitals, which was the agency’s request as 
submitted to this committee. 
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Mr. Tuomas. What formula was that, now? My memory, I 
imagine, is as good as yours. What formula did we set up in 1954? 
Mr. McNamara. I did not mean to imply you set up a formula, sir. 

Mr. Tuomas. That is exactly what you said. 

Mr. McNamara. It was the same ratio as proposed by VA in its 
1954 request to your committee. 

ae Tuomas. I am just taking your language. I cannot read your 
mind. 

Mr. McNamara. It is the same request as submitted by the Veter- 
ans’ Administration, in the amount that it requested. 

Mr. Per bed? 

Mr. McNamara. Per average patient. 

Mr. Putuuips. One of the items was the cost of food per day, which 
was in controversy. One of the items you and I have complained 
about ourselves, Mr. Thomas, is always the number of extra attend- 
ants and so forth around the area. 

The point that was brought to my attention at that time was that 
while there was a reduction of $6 million all of that was not a contro- 
versial reduction. There had been some reduction they might have 
objected to. | 

Mr. Tuomas. Where does Mr. McNamara pinpoint that reduction 
of $7 million, $8 million, $9 million, or $10 million? That is what I 
want to know. 

Mr. McNamara. Sir, the $10 million reduction was composed 
principally of $4 million for personal services and $4.2 million for sub- 
sistence, and an increase of $1 million in charges for quarters and meals 
furnished employees. Another “1 million reduction was made in a 
number of miscellaneous items. 

Mr. Tuomas. Well, the staffing is a relative term, and it is tied, 
with all reasonableness, to your bed occupancy. 

Do vou anticipate, then, that there is going to be some deactivation 
of beds? 

Mr. Puiuuips. I am not going to limit this discussion over what 
happened before they got down here, because I think there is some 
importance to it, but I am going to call your attention to the fact 
that it really is not pertinent. We did not ask the Veterans’ Adminis- 
tration what they were limited to by the Bureau of the Budget. We 
asked them the amount of money that they needed, irrespective of all 
other considerations, and we let them set the figure and let them set 
the number of beds. So we took that figure. That is the point which 
I think this committee starts with. 

Mr. Tuomas. Mr. Chairman, you are 100 percent correct. These 
people have come in here now and laid it on the line and admitted they 
made a mistake. 

Mr. All right. 

Mr. Hietey. Mr. Chairman, there are two fundamental questions 
which I wish you would answer for me, because they deal with funda- 
mental policy. I want to be guided. Maybe I have been wrong on 
this thing. 

One is: When you set a pattern for 1954 we took that as a yearly 
average. We took it that you wanted us during that year to accom- 
plish an average job for the whole year. Now, if you are going to 
average at any level and you start below you have to go above to 
get an average. 
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Mr. Tuomas. Mr. Higley, we always rely on your good judgment. 

Mr. Hieuery. I thought that was what you wanted to do. 

Mr. Txomas. In the past it has not been too accurate. 

Mr. Pures. Let me say that that is not a question for us to 
decide at the moment. We can discuss it, perhaps, and give you an 
opinion; but you set the pattern. You set the amount of money you 
needed. You said you needed 127,000 beds. You did not say you 
needed the money in 6 months or 8 months or 11 months. You said 
you needed that for the year. You said you needed a certain amount 
of money. 

The ciatebnitive filling of those beds is the job for downtown. We 
gave youtheamount. All we are talking about today is the amount of 
money that you asked for and the number of beds that you asked for, 

Now, nothing was said in my hearing ever that you had to go up in 
order to come down, and I certainly would not agree with it. 

Mr. Hieiey. Not go up in order to come down, but to go up to get 
an average. 

Mr. Pururps. I think the committee will agree with the situation. 

Mr. Tuomas. Your memory is good, Mr. Chairman. 

Tell us, Mr. Administrator: Where did the Bureau of the Budget 
tell you to make the cut? It was obvious when you went over there 
and presented your case, your facts and figures, you were going to have 
to deactivate some beds and you were going to have to let out some 
employees. How did they tell you to do that? 

Mr. Hie tery. I cannot answer that question specifically. 

Mr. Tuomas. Who can? 

Mr. Hia.iery. Except that this reduction came about by agreement 
and not by threat or autocratic design. 

Mr. Tuomas. Regardless of how it came about it came about. You 
did not tell us how it came about. You did not tell us you had that 
agreement. 

Mr. Hieutey. We agreed with them. 

Mr. Tuomas. Sixty or ninety days later, after the hearings wound 
up finally and were completed, you come back and say, ‘‘We missed 
our guess.” 


NUMBER OF BEDS TO BE OPERATED AS THE BASIS FOR 1954 
APPROPRIATION 


Mr. Hietey. May I ask my other fundamental question here? 

Mr. Tuomas. Was it your guess or the Bureau of the Budget guess 
here that turned out to be bad? 

Mr. Hieuey. May I ask my other fundamental question, which I 
believe is the root of our whole trouble? That is the one you alluded 
to. The law says if a man is determined medically to be entitled to 
hospital service, and needs it, and if he cannot pay and we have a bed, 
he is in. That is the way the law reads. 

Mr. Jonas. If you have a bed you can operate. 

Mr. Hie.ey. It we have the money and the bed and the staff and 


the man needs hospitalization and cannot pay, he is entitled to go in. 
If that is true, with any amount of money you give us are we not to 
do the best job we can with that money? As long as we have the 
money, should we not take care of veterans? And we have a waiting 

list of over 20,000. 
Mr. Puruuirs. Are you to take care of more veterans than _ are 
people 


given money for your budget? You admit you are letting o 
in the hospitals. 
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Mr. Hietey. In 1954 we went ahead and took care of all the veter- 
ans we could. 

Mr. Yates. We assumed, when you came in and testified before 
us, that was the standard under which you were going to operate. 
It is not a new standard. When you come in and testify you propose 
to operate so many beds, we assume you will operate those beds 
under the law, and the law was on the basis of taking care of any 
veterans with non-service-connected disabilities who did not have 
sufficient funds to go to a private hospital. So that has been the 
philosophy all the time and it is not new. 

Mr. Hietry. When, under our budget, we activated beds with 
the money we had and the staff we could procure and took care of 
veterans, were we not doing what Congress wanted us to do? 

Mr. Yares. We had assumed that the money we had given you 
was with that consideration in mind, that you were going to give 
that treatment to veterans who could not go elsewhere. 

Mr. Hiauiry. We are talking about a yearly average for every day 
in the year, and that is what we did, only we did a lot better than 
we should, apparently. 

Mr. Yates. Then your estimates were wrong? 

Mr. Anprews. I would like to make this statement. I think the 
committee last year was unanimous in the hope that we could ask you 
how many beds you could possibly operate and get an answer from 
you, which we did; and then ask you how much money it would take 
to operate the total number of beds you had, and you gave us a figure. 
That was what the committee had inmind. We asked how many beds 
could possibly be operated, and how much it would cost to operate 
those beds. 

Let me read to you from page 616 of the hearings. Mr. Yates 
asked this question: 

In response to Mr. Andrews, question, he asked you how many beds you could 
operate on the amount that the Bureau of the Budget had allowed you—namely, 
$543,971,200—and your answer to that was 109,207. 

Mr. BraeLow. Yes, sir. 

Mr. Yates. If I understand your answer correctly, if you received $543,971,200, 
you can operate on the same scale of operation that you have been operas UP 
to the present time with no cutdown in medical care and no cutdown in food, 
127,017 beds; is that correct? 

Mr. BicELow. Yes, sir. 

The committee gave you $555 million against the $543 million. 

Mr. Puruurps. I will say this, that it seems to me several persons 
have come up with what is probably the logical solution of our 
present problem. If, less than 60 days after you had set the figures 
as to the number of beds and the cost, you found you could not 
operate under the figures you yourself set up, if you made a mistake, 
it seems to me you should have come before us through the regular 
channels, just as any other agency, through the Bureau of the Budget, 
specifying how the mistake was made and what was necessary, and 
not go to the field without saying anything to the Congress and 
probably not to the Bureau of the Budget—I do not know about 
that, of course—and begin to drop people at the various hospitals. 
It seems to me the people you have would be needed in the NP 
hospitals, at least. You may be right about the G. M. and S. hos- 
pitals. It looks like we will have to go into this whole thing again 
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if you get more money, or you will have to operate on an adminis- 
trative basis without asking for more money. 

Mr. Wiaeiesworta. Mr. Chairman, I know we all recognize that 
the requirement for NP hospitalization is particularly acute at this 
time. We have been building hospitals to take care of that particular 
need. If there is any justification for not operating the NP hospitals 
we have to capacity, or for applying a 2 percent overall reduction to 
the extent of 30 percent in one of the NP hospitals alone—I do not 
know what the situation is in others—I would like to know what it is. 

Mr. Paruures. Mr. Bigelow will put in the record a breakdown of 
ps NP hospitals, and so forth, which may give some information on 
that. 

(The table referred to may be found on p. 833.) 

Mr. Jonas. [ want to be sure the list they will furnish will include 
the list of hospitals where they are not closing any beds, and a break- 
down by title of the hospitals so that we will have a full picture. 

Mr. Yarxs. I want to ask a few questions regarding Hines Hospital 
in Chicago. There is a cut-down of approximately 300 beds at Hines. 
Does that mean Hines has no waiting list at the G. M. and S. hospital? 

Mr. Scuoen. I do not have that information. 

Mr. Yates. Does it have a waiting list? 

Mr. Scuoen. I will have to check. 

Mr. Puaruuipes. Would it be satisfactory to put that in the record? 

Mr. Yares. Yes, but I want to make inquiry if there is a waiting 
list. If there is a waiting list, I do not know why they are cutting 
down. 

(Norr.—On June 7, 1954, the waiting list was 29.) 


Mr. Puitures. I think your question is a good one, but I have some 
understanding of that problem more than I have of the NP problem. 
It seems to me we have gotten ourselves in a subject which is untenable 
for a lot of Members of Congress who do not understand the details 
as we understand them and perhaps you understand them. It seems 
to me we might as well call this hearing off but instruct you to get 
together with the Bureau of the Budget this afternoon and see what 
the situation is and whether you feel that these various reductions 
have been properly made and properly placed in the hospitals where 
the need is not great, and let us know what the results are. 

Mr. Tuomas. And include in that, Mr. Chairman, some tentative 
or complete withdrawal of that order until you work out your problem 
with the Bureau of the Budget. 

Mr. Yares. Is it proper to ask Mr. McNamara this question: You 
stated that the funds that were reduced were taken from hospitals 
that were G. M. and S. and were old-line hospitals and not new ones. 
If that is so, I wonder why funds were taken from Brockton, which 
is a new hospital? 

Admiral Boonr. May I make a statement about Brockton, Salt 
Lake City, Salisbury, Sepulveda, and Pittsburgh? 

Mr. Puaruurps. Are they all NP hospitals? 

Admiral Boonr. Yes. They require much more staff. 

Mr. Puiurrs. Why did you select them to cut? 

Mr. Scuoen. The question of economy was one of the considera- 
tions. People are a part of economy. If you say on the one hand, let 
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us have economy, Brockton is a high-cost hospital. Brockton is 
going beyond what was planned. 

Mr. WicGLeswortH. Not beyond what was planned in December. 

Mr. Anprews. May I make a statement which voices my opinion, 
and that is that we want to see every hospital bed that can possibly 
be used, used for hospitalizing veterans until the backlog is wiped out 
and until there is no further need. As far as I am concerned, let us 
know what it costs to do that and you can have the money. 

Mr. Yates. I would like to know what the situation is at Hines. 

Mr. Hieiey. Mr. Chairman, I want something made clear here. 
Ninety-nine percent of what you have been hearing from the field, I 
do not think has been instigated by our men. I want you to know 
that I—and I think I speak for all oug men—have not sent anything 
to the field. 

Mr. Puiuuies. I read these letters signed by Dr. Boone, and my 
impression of them is that Dr. Boone’s letters have been saying the 
same thing you have been saying today at the hearings. Like when 
you say in your letter, Dr. Boone— 


excessive unobligated balances can result in an impoundment of funds— 


I would say that was at least a suggestion to the managers of the 
hospitals to be sure not to have any money left over. 

Admiral Boone. No. 

Mr. Puituires. With a few exeptions Dr. Boone’s letter corresponds 
with what you have been saying. 

Mr. Hiauey. | finally realized that due to the way we had operated 
this year, which I thought was in keeping with what Congress wanted, 
we had a bad situation. I then went to Rowland Hughes, Director, 
Bureau of the Budget and he was the first man who saw this chart. 
He was going to see you. We were trying to do this strictly according 
to Hoyle and I do not want you to think we set any fires or did any- 
thing we should not have done. 

Mr. Puiuies. I think there is one thing we can tell you and that 
is that you had better not build a patient load higher than the figure 
you set and for which funds were appropriated. 

Mr. Hietey. Mr. McNamara said when we set the goal of 102,000 
for this year, it would be an average for the whole year. 

Mr. McNamara. I got in late in the discussion, but when I came 
in I heard comments by some members that were contrary to any 
approach we have used in arriving at the average daily patient load. 
If I understood correctly, you were saying at no point during the 
year should they exceed the 102,000. 

Mr. Puiures. Not strictly. Mr. Higley takes the position you 
should push it up to 107,000 in order that the average for the full 
year may be 102,000. We consider that an administrative problem. 
All we ask Mr. Higley to tell us is, on your own method of doing 
this, how many beds do you need and how much money do you need? 
You take that money and administer it, but do not come back and 
tell us you need $500,000 more for the other half of the year because 
you spent $500,000 more than you estimated the first half of the year. 

Mr. Hiauiey. We did a better job than you wanted us to do. 

Mr. Puruures. Off the record. 

(Discussion off the record.) 
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Mr. Puiturrs. We are trying to balance the budget but we are not 
trying to balance the budget or effect economies at the expense of 
people who actually need the treatment. 

Mr. Hieitwy. And we have 21,000 of those on the list at this 
particular time. 

Mr. Pures. That involves, of course, the determination of eligibil- 
ity. We have talked about this so many times I do not want to reopen 
it, but the questions of the eligibility of the patients and the need of 
the patients have been moot questions in the past and I do think they 
are settled now. 

Mr. Hiauiey. They are settled according to law, are they not? 

Mr. Puiuuips. The law says the veteran is entitled to a bed if one 
is available. 

Mr. Hiauiey. Then they are available. We have the staff. 

Mr. Puiuurs. No. You are letting the staff go. 

Mr. Hicuey. We have $555 million for 127,000 daily average bene- 
ficiaries. All we need is the money, for approximately 1,500 more 
daily average, which in my opinion can be A ae in 1955 and should 
be achieved. 

Mr. Puiuures. Now we start all over again with the discussion. 
You told us the number of beds and the amount of money. We did 
not ask you last year, “Can you get along with this?” 

Mr. Hietey. Did you not expect us to do the best job we could and 
take care of the greatest number of veterans possible? 

Mr. Puitures. That is correct, but there is a question in my mind 
whether cutting out 36 beds in Brockton is doing that. 

Mr. Hierey. Let us leave Brockton out. 

Mr. Pururrs. I want to leave it in. 

Mr. Hiauey. If in 1954 we did the best we could, were we wrong 
in that? 

Mr. Puttuires. That is an absurd statement and you know it. 
You are appointed to do the best job you can do. We furnish the 
money to you to do the best job you can do. We are not going to 
follow you to each hospital and see that every patient in a bed is a 
patient that should be there. We will give you the money and allow 
you to operate on the money we give you or come back before us and 
tell us why you cannot. We are upset when we get a statement as 
from the Brockton Hospital that you have cut them down one-third 
when Dr. Boone and everybody else has testified to the urgency of 
NP hospitals. 

Mr. Hietey. I think Brockton is an example in your favor. 
probably. 

Mr. Puruurrs. I think you may have something on your side in a 
hospital like Hines, because they have been running with a lot of 
unoccupied beds. I think you had better have a huddle to see 

whether the cuts are made on the basis of equality or on the basis 
of considering NP hospitals as different from G. M. and 8. and TB 
hospitals. You had better go in a huddle with the Bureau of the 
Budget to see if they think you are doing all right. 

Mr. Hietey. Mr. Chairman, Mr. Thomas said he thought this 
change in employment should be rescinded, which I suppose was 
across the board, and we should come back for a deficiency. You 
understand why we have to take them off in June, do you not? 

Mr. Puruures. Off the record. 

(Discussion off the record.) 
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REASON FOR OCCUPANCY REDUCTIONS IN CERTAIN HOSPITALS 


Mr. Puiuurrs. Answer this question on the record. You testified 
you have 170 hospitals and you testified your reduction applies to 
only 100, then you say you made the reduction across the board. 

Mr. Hiatey. I meant consideration was given across the board. 

Mr. Jonas. How did you select these 70 hospitals that did not 
have any cut at all? 

Mr. Scuoen. You have high-cost hospitals and you have low-cost 
hospitals that give marginal care. Should we cut those low-cost 
hospitals? 

Mr. Jonas. I am asking why you made the full cut in 100 hospitals 
and made no cut at all in 70 hospitals. 

Mr. ScHoren. We selected the low-cost hospitals and left them out 
because they are giving marginal care now. Also, some of them were 
operating at high occupancy and in my considered judgment, they 
should be excluded from reductions. 

Mr. Jonas. Off the record. 

(Discussion off the record.) 

Mr. Scnoren. When you have a hospital full of NP patients you 
cannot throw those patients out. 

Mr. Jonas. You are throwing then out of 100 hospitals. 

Mr. Scuorn. Not NP’s. We are being criticized because of 
Brockton. We tried to cut them out of the high-cost hospitals. 

Mr. Jonas. How would the American Legion in North Carolina 
get the idea you are closing down a 60-bed ward in Oteen? Can you 
get me a copy of the instructions that went to Oteen? 

Mr. Scuoren. We did two things. During last year, which was an 
expansion year, some of the hospitals increased their per diem cost. 
We made a general policy that we would take the 1954 cost or the 
1953 cost, whichever is the lower, and I think in Oteen it was the 
1953 cost. Oteen has a high utilization. Information gets out and 
they start beating on us. 

Mr. Jonas. They start beating on us, too. 

(Discussion off the record.) 

Mr. Jonas. You will find out that there is not anything more 
sensitive than these veterans’ hospitals, and I do not believe you will 
get by with cutting beds in 100 hospitals and leaving 70 intact. 

Mr. Scuoren. We cannot cut the beds out of some Lensitale because 
there is no other place to put the patients. We try to cut these high 
cost hospitals. 

Mr. Jonas. Those are the NP hospitals? 

Mr. ScHoen. We have a number of low-cost hospitals and most 
of those were excluded from any cut. You will notice, if you go 
through all the correspondence that has come in here, all the agitation 
has come from places like Albuquerque, Spokane, and Hines, Ill. 
Those are not NP’s. At Hines they have an old Army hospital. They 
have trouble keeping a roof on it. They have two hospitals that are 
not full, but the people who live around Hines go after Hines. How 
can you stop it? How can you plan the thing? We have spent a 
lot of time trying to figi re this all out. 

Mr. Jonas. I would like to see how it was figured out, because I 
want to know how to answer the questions. 

Mr. Scuorn. We will be glad to give you that information. We 
have the worksheets here. 
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Mr. Jonas. I find it difficult to answer them when the cuts were 
applied to only 100 hospitals and 70 were not touched. 

r. ScHoren. As the Administrator has stated, at some of the hos- 
pitals like Brockton and others cuts were made. Others are going to 
reduce personnel by attrition. The high-cost group like Spokane 
cannot take it by attrition. 

Mr. Jonas. I would like to take this Oteen case and follow through 
to see how this incorrect information gets out. I got a telegram from 
the American Legion department commander saying: 

We have just been advised that the Veterans’ Administration has instructed 
the manager at Oteen to close a 60-bed ward. 

Mr. Scuoxmn. No such instruction was issued. Every letter says 
not to close a ward. There are areas where there is going to be a 
reduction in patient load, and as an administrative expedient they 
consolidate wards. Oteen is operating at 90 percent capacity, which 
is high for a TB hospital. 

Mr. Jonas. You are not having any argument with me about 
practicing economy, but I want to be sure it is applied fairly all over 
the country. 

Mr. Scnoren. We have a beautiful facility at Brockton, but. it 
would take another $1 million to do what should be done at Brockton, 
and we do not have $1 million. We have approximately $1 million 
in reserve. 

Mr. Jonas. This is not the place to go into a discussion of this, 
but one criticism I have ened from the nonveteran population is 
that the Veterans’ Administration hospitals keep patients too long. 
That is where they think a lot of economy eet 3 be practiced, by 
moving the patients out. 

Mr. Scorn. You know what happens when you throw a patient 
out. If we start to close down a clinic or something, then we hear from 
it. When we were at Hines the other day the question came up, 
“How can we cut this hospital back?’ The manager said, “You 
cannot take any more of the active cases out, because unless we have 
active cases we cannot get doctors to come out here, because they 
cannot learn medicine from somebody who is on his last legs.”’ 

Mr. Jonas. You are getting to the real criticism of the program. 
The Veterans’ Administration or any other Government agency 
should not be operating this program. It should be operated by 
someone who is not amenable to political pressures or influence. 

Mr. BiareLtow. I would only like to tell Mr. Wigglesworth that the 
only way we could help Brockton would be to cut other hospitals. 

Mr. WiaGLesworrsH. You can apply a 2-percent cut instead of a 
36-percent cut. 

Mr. Scuoen. Brockton was not set up for full activation in 1955. 

Mr. Bicetow. It was set up for fuller activation in the plan sub- 
mitted to the Bureau of the Budget. 

Mr. WiaciesworiH. It ought to be fully activated. It is poor 
economy to operate it at 64 percent of capacity. : 

Mr. Biase tow. It should be fully activated, that is absolutely true 
and that is the desire of Mr. Higley besause of the acute need in that 
area. 

Mr. Wiaaieswortu. I hope you are going to do something about it. 
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JUNE 30, 1954. 
VETERANS’ ADMINISTRATION 


INPATIENT CASE 


WITNESSES 


V. HIGLEY, ADMINISTRATOR OF VETERANS’ AFFAIRS 

H. BIRDSALL, ASSISTANT ADMINISTRATOR FOR LEGISLATION 
W. KELSEY, COMPTROLLER 

D. BAKER, BUDGET OFFICER AND ASSISTANT COMPTROLLER 


DEPARTMENT OF MEDICINE AND SURGERY 


ADM. J. T. BOONE, CHIEF MEDICAL DIRECTOR 


A. F. BIGELOW, COMPTROLLER, DEPARTMENT OF MEDICINE AND 
SURGERY 


H. 
G. 
F. 
J. 


JUSTIFICATION OF REQUEST FOR SUPPLEMENTAL APPROPRIATION 


Mr. Puruuips. We have with us now the representatives of the 
Veterans’ Administration. They are here to justify requests for a 
supplemental appropriation of $3 million for an increase in certain 
hospitalization costs for the fiscal year 1955 as contained in House 
Document 439. 


There is also a short statement that we will have inserted in the 
record at this point. 
(The statement referred to is as follows:) 


STATEMENT OF JUSTIFICATION FOR SUPPLEMENTAL APPROPRIATION REQUEST OF 
$3 MILLION FOR INPATIENT CARE 


During the process of adjusting the distribution of patient load in Veterans’ 
Administration hospitals to meet the program planned in the fiseal year 1955 bud- 
get there has arisen a number of problems which cannot be met within the amount 
of funds included in the appropriation act. 

As a result of this distribution of patient load, statements made at the hearings 
before the Independent Offices Subcommittee of the House Appropriations Com- 
mittee on June 10, 1954, and subsequent discussions between members of my staff 
and representatives of the Bureau of the Budget, a supplemental appropriation 
for inpatient care in the amount of $3 million has been approved for submission to 
the Congress. 

If the additional amount of $3 million is provided, it will increase the amount 
available for the operation of VA hospitals to $558 million and the total appropri- 
ation for “Inpatient care’? to $601,127,000 (including reimbursements of 
$7,134,500). It is planned to utilize approximately $2 million of these supplemen- 
tal funds in neuropsychiatric hospitals and $1 million in tuberculosis and general 
medical hospitals. 

This additional amount will enable the Veterans’ Administration to eliminate 
some of the problems in the most critical areas. Such adjustments as are possible 
will have the effect to reduce the number of separation actions in some cases and 
in a few instances will permit assignment of additional employees. However, in 
the interest of good management reductions in force in some hospitals are justified. 

The sum of $3 million will secure, at current costs, hospital care for an average of 
570 patients or a revised planned total of 105,670 average daily patient load in VA 
hospitals throughout the fiscal vear 1955. 


Mr. Putiurrs. Do you want to make a supplementary statement, 
Mr. Higley? 

Mr. , Ae I do not think so, unless there is some particular 
point you want me to discuss. 
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PROPOSED ALLOCATION OF FUNDS 


Mr. Puruurps. In addition to the statement that has just been 
inserted in the record, there is a breakdown of the use of money in 
two sheets, which will also be inserted in the record at this point. 

(The pages referred to are as follows:) 


Inpatient care, $3 million 


An appropriation in the amount of $3 million is requested to supplement the 
amount appropriated in Public Law 428 for inpatient care. 

This request has resulted from the problems which have arisen during the 
rocess of adjusting the distribution of patient load in Veterans’ Administration 
ospitals to reflect the program planned for fiscal year 1955. 

jithin this planned program the patient-load levels allowed for certain hos- 
pitals are not sufficient to provide care for eligible veterans to the fullest extent 
of the hospital’s capacity to staff and operate beds. 

In addition, current experience shows that, in certain areas, professional per- 
sonnel can be recruited to wT? a greater activation of the neuropsychiatric 
hospitals than was planned in the fiscal year 1955 program. Since there is an 
urgent need for neuropsychiatric beds throughout the country, it is imperative 
that the Veterans’ Administration operate all beds of this type that can be staffed. 
There must be an awareness that all patient categories be kept in balance as 
disease entities—none can be considered more important than another. 

The amount included in this request will provide care for 570 patients at the 
average cost provided in Public Law 428. However, since these funds will pri- 
marily be used to care for neuropsychiatric patients in neuropsychiatric hospitals 
and also in general medical and surgical hospitals having TB and NP units, it 
is estimated that the actual average will approximate 624 patients. 

The planned allocation of funds by type patient and the average employment 
by type of hospital is shown in the following table: 


Average em- Fund allo- 
ployment load cation 

Neuropsychiatric patients: 
New neuropsychiatric hospitals._...............---------- 239 250 $1, 080, 000 
Old neuropsychiatric hospitals__..................---.----- 131 143 592, 000 
General medical and surgical hospitals_...............---- 61 70 280, 000 
Total, neuropsychiatric patients. 431 463 1, 952, 000 
General medical and surgical patients__...................--.- 219 161 1, 048, 000 


Mr. Puruxies. This second sheet shows tbat the use of the entire 
amount of money is about 2 to 1 for NP patients; am I right? 

Mr. Hiauey. Yes. 

Mr. Puruuies. While for G. M. and S. patients there is a total of 
about $1 million, which makes a total for all categories of $3 million. 

This arises from conditions which Mr. Higley will now state. 


FACTORS INVOLVED IN NEED FOR ADDITIONAL FUNDS 


Mr. Hieuey. This arises from the fact that we are at present geared 
up to take care of more patients than can be cared for with the $555 
million budget, which is the budget we agreed to last September when 
we set next year’s operating level at 105,100 patients in our hospitals. 

Mr. Paruutps. And which is also the figure you agreed to in the 
middle of March. 

Mr. Hiaiey. That is right. If we were to adhere to that figure 
we could get along with the sum of money mentioned, $555 million. 
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However, we are geared up above that level at the present time. If 
we run next Year at $555 million we will have to cut down on em- 
ployment, and that is what we proceeded to do when we thought that 
is What was intended. 

Mr. Puiuurrs. You cut, however, in the NP hospitals. 

Mr. Hieiry. We just did not expand as we anticipaied in the NP 
hospitals. 

It seemed the part of wisdom for all concerned that we make this 
request for $3 million so that we can take care of more patients when 
it is demonstrated we can staff to take care of them, particularly in 
the NP field, and it does eliminate some of the difficulties we naturally 
ran into when the $555 million would require some separations. This 
amount of $3 million additional will take care of additional patients, 
many of whom are NP’s. It will also enable us to balance out in 
many respects our employees, particularly those it looked like we 
would have to separate. That does not mean, however, we are not 
making considerable economies in the realm of personnel. 

This addition will eliminate, I think, a great majority of those situa- 
tions that were considered very undesirable for a variety of reasons. 

Mr. Puiturrs. This committee can understand rather readily there 
may be arguments over NP hospitals, although we thought that had 
been decided in March. I think it is going to be a little difficult to 
explain the need for an additional $1 million for G. M. and S. and TB 
beds, especially TB, when you testified that the load in TB hospitals 
was being reduced and that the need in G. M. and S. hospitals was a 
need only for the hospitalization of non-service-connected patients. 

Now, what about the TB? 

Mr. Hietery. That is Hines Hospital. It is places of that character 
that require additional money. 

Mr. Puiuures. Your testimony in March indicated that there were 
331 vacant beds in Hines for which there were no patients. 

Mr. Hieuiey. The amount of money allocated to Hines is not suffi- 
cient for them to do their jobs properly. Considering the type of 
patients we have there, the amount of money is not sufficient, and I 
think we gave you a breakdown of that, or someone has it here. The 
breakdown shows that it has an expensive type of patient to take care 
of, the paraplegics, and so forth. 

Mr. BiceLtow. Among the 2,000 patients there are 334 TB, 114 NP, 
200 neurological, and 252 paraplegics. 

Mr. Puiuures. Explain to me what part of the $1 million you wish 
to spend on the activation of an increased number of TB beds. 

Mr. Bicgretow. The general medical and surgical hospitals that are 
selected to receive additional funds, if the supplemental is approved, 
all have TB and NP beds in them. 

Mr. Puiuuips. This is a general statement of TB and G. M. and 
S. hospitals; not separate hospitals? 

Mr. BiceLow. That is correct. It is a general statement. 

Mr. Puituirs. You must put yourself in the position of this com- 
mittee, which has to go before a large committee and then has to go 
on the floor of the House and explain the need for $3 million additional 
when we had what we thought was a firm commitment from you 
regarding the number of beds and the amount of money needed for 
those beds; particularly when the committee had agreed to consider 
only occupied beds rather than the activated beds. I am afraid this 
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eneral statement is a little too general on that point, Somebody 

ad better tell us what we are to say to the people that we told less 
than 90 days ago that we were appropriating all the money you had 
said would be required. 

Admiral Boonr. Mr. Chairman, it is a question of retaining the 
employment. We could do the job with the money appropriated, but 
not without a serious reduction in force. This additional money 
would permit us to retain at least 650 of the 2,117 separations which 
would be required without financial assistance. 

Mr. Puruuips. Then it is necessary for you to explain why the 
situation on the last day of June is different from the situation in 
the middle of March, when in reply to the same question you said 
that it would be enough money. What is the explanation of that? 

Mr. Hieuey. At that time, Nir, Phillips, we were sticking to our 
original thought which was that we had agreed to the 105,100 average 
patient load, that we had agreed that we could do it for $555 million, 
and we thought the best thing to do was to go through with that. 
Certainly the resultant actions that were necessary to stay within the 
$555 million, and the 105,100 load, meant that we had too many 

eople because we had been operating at 107,000-plus patients. We 
ad been taking care of too many patients to come back to the 105,100. 

Mr. Puixuips. If you had been taking care of 107,000, why did you 
give us the figure of 105,100? 

Mr. Hie.iey. At that time we thought what we would have to do 
would be to come back to this other level. To do so requires separa- 
tions which are most objectionable, and it, of course, brings out the 
point, right at this time, that if we had the money we could take care 
of an average daily patient load of 2,000 more all of the next fiscal 
year, but that was not in the picture at any time in the past when we 
were making our plans starting last September. We have tried to 
cooperate with you people on the basis of our prognostication last 
September, the agreement with the Bureau of the Budget and our 
appearance before you. That led us to ask for $6 million, which was 
eliminated from the Bureau of the Budget figure. 

Mr. Puiups. We are facing the possibility of the bell ringing any 
minute, so I had better give the other members of the committee an 
oppertanty to ask some questions right now. 

Mr. Tuomas. For the record, I would like to read your language. 
You are seeking $3 million. The language reads: 

For an additional amount for inpatient care, $3,000,000: Provided, That this 
amount is predicated on furnishlng inpatient care and treatment to an average of 


five hundred and seventy beneficiaries during the fiscal year 1955, in addition to 
those heretofore provided for. 


Taking your own language and your own figures, your language 
includes TB, NP, G. M. and 8., and domiciliary beds. What is your 
bed occupancy, 90 percent or 85 percent? 

Mr. Hieuey. It has been 90 percent. 

Mr. Tuomas. What do you anticipate, 85 percent or 90 percent for 
the fiscal year 1955? 

Admiral Boonr. Overall, 90 percent. It runs about 98 percent 
NP, 93 percent TB, and about 87 percent plus G. M. and 8. 

Mr. Tuomas. And that would give you an average of 90? 

Admiral Boone. Yes. 
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Mr. Tuomas. Take your average costs for TB, NP, and domiciliary 
care, G. M. and 8. , and taking your own figures » your average cost of 
NP patients is $9. 33, your average cost for TB is $16.61, G. M. and S., 
$20.07, and your domiciliary cost, $3.20. You multiply that av erage 
by your 570 patients, oye your 90 percent occupancy, and your money 
will be $2 million. You get the edge there because your average 
includes the higher figure of $20.07 for G. M. and S. when two-thirds 
of your load will be NP cases. 

Mr. Hiexiry. There are three points involved there. Domiciliaries 
are out. 

Mr. THomas. Why did you not have your language take them out? 
Your language in the supplemental request includes them. 

Mr. Hicuey. I did not know that was mentioned there. Domi- 
ciliaries are not in there. 

Mr. Tuomas. As far as your language is concerned, they are in there. 

Mr. Hiairy. The second point is, on our NP’s a considerable 
amount of this money is to be allocated to Brockton, which is a new 
hospital being built up to its proper use. They were running last 
year $34 per patient day. We have allocated them about $15 or $16, 
so it is costing maybe 60 percent or 80 percent more in that particular 
instance than your average figure. 

Mr. Tuomas. For NP’s the figure is $9.33. 

Mr. Hiatry. We have some of those newer hospitals we will bring 
in this year, particularly like Brockton, where the cost is more than 
the average, and that is where we are trying to take care of these 
NP patients. That accounts for the figure being higher than the 
average that you have in mind. 

Mr. Tuomas. You have been spending in the Brockton Hospital 
an average of $33 per day per patient? 

Mr. Hietey. It was a new hospital last year, and during the first 
6 months, or even a year, when they are staffing a hospital and 
building it up, the costs are very high. 

Mr. Tuomas. I am just using your figure. I do not know whether 
it is correct or not. It is your figure. You gave it to the committee. 

Mr. Hiatery. I used Brockton only as an example. There are 
others. You can see that we are aiming at the NP load, which I 
think was your desire, as you expressed it when we were here before. 

Mr. Puiuuies. I do not know if it is my desire, as opposed to yours. 
It is my interpretation of your testimony in the past that what we 
need are NP beds. 

Mr. Hieury. Sixty-five percent of our waiting list is NP. 

Mr. Pururrs. Therefore, it seems completely unreasonable, to 
have you limit available NP beds. If we give you this additional 
money, to bail you out, so to speak, what assurance do we have that 
you will not run over the figure and come back here in January and 
say, “We need some more money,” because we have 108,000 patients 
instead of 107,000? 

Mr. Hiatey. I might say experience is a good teacher. We thought 
we were doing what you wanted us to do when we gave you the 
average. That is what led us up to the higher level, to get the best 
average we could within the money allocated last year. We have 
demonstrated we could operate next year 107,000 beds if we had the 
money. Now, we agreed to 105,100. We can do 105,100, but to do 
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105,100 within the money that has been allocated, we will not be able 
to keep on the rolls the number of people we have hired, which was 
geared to 107,000. Right or wrong, that is the picture. We can go 
ahead with the lower figure if we reduce the employment and operate 
at 105,100. We can put a lot of these people on. We can care for 
more NP’s as listed here, and other patients if we have this $3 million, 
and we are going to keep quite a few people on the roll and not have 
such a big r. i. f. 

Mr. Yares. Off the record. 

(Discussion off the record.) 

Admiral Boonr. May I say, with regard to these G. M. and S. 
hospitals they will include NP and/or TB patients. They will not be 
exclusively for G. M. and S. patients. 

Mr. Paruires. Thank you very much. 


WEDNESDAY, JUNE 30, 1954. 
WAR CLAIMS COMMISSION 


WITNESSES 


WHITNEY GILLILLAND, CHAIRMAN 
ANDREW T. McGUIRE, GENERAL COUNSEL 
ROBERT A. KENNEDY, EXECUTIVE DIRECTOR 


ADMINISTRATIVE EXPENSES 


Mr. Putturrs. The committee will come to order. 

We have with us today the representatives of the War Claims 
Commission. I suppose Mr. Gillilland is going to represent them. 

This is a request for the transfer of $400,000 from the funds available 
to the Commission to be used for administrative expenses as contained 
in House Document No. 428. 

We will insert the pertinent portion of that document at this point. 


“War CLarims CoMMISSION 
“‘ADMINISTRATIVE EXPENSES 


“For an additional amount for ‘Administrative expenses’, to be 
derived from the war claims fund created by section 13 (a) of ne i Claims 
Act of 1948 (Public Law 896, approved July 3, 1948): Provided, That the limitation 
under this head in the I ndependent Offices Appropriation Act, 1956, on the amount 
available for expenses of travel is increased to ‘‘$8,000’’. 


This proposed we gp appropriation is necessary to mene funds for 
reviewing approximately 47,000 additional claims that are expected to be filed 
under authority of Public Law 359, approved May 13, 1954, which abcde the 
final date for filing to August 1, 1954. Additional funds are also needed to 
process a large number of Philippine claims which were contained in certain of 
the commission’s files shipped from Manila and not taken into account by the 
commission during the preparation of the 1955 budget. 


We will insert prepared justification at this point. 
(The matter referred to follows:) 
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Obligations by objects 


Presently Revised 


available estimate Difference 
$464, 000 $843, 000 +$379, 000 
02 Travel_.__.- 4, 000 8, 000 +4, 000 
038 Trammportation of things. .............<................... 600 1, 300 +700 
04 Communication services. ................-.----.-...-.-. 10, 400 13, 400 +3, 000 
06 Printing and reproduction. -.-..................---.--.-- 3, 600 4, 900 +1, 300 
07 Other comtsnctual 10, 000 10, 000 
Services performed by other agencies._...__________- 16, 300 23, 200 +6, 900 
08 Supplies and materials... 3, 500 6, 800 +3, 300 
15 Taxes and 2, 000 3, 800 +1, 800 
Personnel requirements 
Poeaty Revised estimate | Difference (+ or —) 
Organization unit 
Num- | Annual | Num-/ Annual | Num- | /Annual 
ber salary ber salary ber salary 
6 | $60, 580 7 | $68,940 +1 +$8, 360 
Executive direction. ...............--.....2-.-- 37 | 156, 156 57 | 224,096 | +20 +67, 940 
Office of Executive Director_............-- 5 36, 390 9 57, 050 +4 +20, 660 
Fiscal and property management. ____-__- 7 27,770 8 32, 540 +1 +4, 770 
Reports and statistics..................... 4 16, 175 2 7, 18 —2 —9, 
Mails and correspondence, special projects_ 7 24,174 9 31, 279 +2 +7, 105 
Central control and files. ................- 12 41,017 26 81, 797 +14 +40, 
2 10, 630 3 14, 275 +1 +3, 645 
63 | 255,740 66 | 271,250; +3| +15,510 
4 27,040 4 25, 320 |...--- —1,720 
30 117, 110 32 126, 550 +2 +9, 440 
29 111, 590 30 119, 380 | +1 +7, 790 
28 | 156,905 76 | 451,910 +48 +295, 005 
3 30, 000 8 66, 415 +5 +36, 415 
25 126, 905 62 | 349,370 +37 3 
6 36, 125 +6 +36, 125 
70,370; 14| 84,225| +2 +13, 855 
699,751 | 220 {1,100,421 | +74|  +400,670 
236, 751 67 | 258, 421 +8 +21, 670 
463, 000 | 153 842, 000 +66 +379, 000 
464, 000 153 | 843,000 | +66 +379, 000 


GENERAL STATEMENT 


The amount requested in the supplemental appropriation is necessary to pro- 
vide funds for reviewing approximately 47,000 additional claims which are 
expected to be filed under authority of Public Law 359, approved May 13, 1954 
(68 Stat. 97), which extended the time for filing claims by ex-prisoners of war 
for inhumane treatment and/or enforced uncompensated labor suffered during 
World War II, from April 9, 1953, to August 1, 1954. Moreover, additional 
funds are needed to process and review a large number of Philippine claims which 
were transferred to the Washington office of the Commission as a result of the 
closing of the Manila office and which were not taken into account by the Com- 
mission during the preparation of the 1955 budget estimate. 
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01 Personal services, $379,000 


Presently Revised 
available estimate Difference 
$464, 000 $843, 000 +$379, 000 


The $379,000 request for personal services will enable the Commission to in- 
crease its staff by 74 employees to carry out the additional work assigned by 
Congress under Public Law 359, approved May 13, 1954 (68 Stat. 97) and to 
complete the review of Philippine claims arising from the transfer from Manila of 
incompleted work containing a large number of apparently valid claims which 
must, regardless of the number, undergo initial review and determination and 
which should, if appealed as a result of the initial review, be subjected to appellate 
review and decision. In effect, therefore, the additional workload will result in 
increased activity throughout the Commission and will be reflected primarily in 
increased staffing requirements. 


Other objects, $21,000 


The amount of $21,000 requested for other objects is necessary to pay travel 
expenses and to provide materials, supplies, and communication facilities and other 
services which will result from the proposed increase in staff and which are essential 
to the proper functioning of the Commission. 


When you came before us this spring, I think you had expected to 
have a conclusion date before the end of the year, had you not? 
Mr. GiLuitLanpb. No, March 31, 1955. 


Mr. Putuurrs. That is what I meant, before the end of the fiscal 
year. 


Mr. Gruuituanp. That is right. 

Mr. Puaruurps. Would you like to make a statement? 

Mr. GruumLanpb. Yes, I would, Mr. Chairman. If it is permissible, 
I believe I will digress from the prepared statement. 


GENERAL STATEMENT 


Mr. Pariures. Would you like to have your prepared statement 
put in the record? 

Mr. GILLILLAND. Yes. 

Mr. Paiurps. It will be put in the record. 

(The statement referred to is as follows:) 


The purpose of our appearance today is to request authorization to transfer an 
additional $400,000 from the war claims fund created by section 13 (a) of the 
War Claims Act of 1948 (Public Law 896, approved July 3, 1948) to be used for 
administrative expenses of the War Claims Commission in the fiscal year 1955. 

Two matters account very largely for the need of the $400,000. The first is 
the enactment by the Congress of H. R. 6896 (Public Law 359, 68 Stat. 97) and 
approved by the President, Mav 13, 1954. This new law provides for an extension 
of the deadline, for the filing of claims by ex-prisoners of war based on inhumane 
treatment and/or enforced uncompensated labor suffered during imprisonment by 
enemy governments during World War II. The former final date April 9, 1953, 
+ gaan in Public Law 303, approved April 9, 1952, was extended to August 1, 

The second reason for requesting this amount is the existing need to review a 
large number of pieces of correspondence and other materials containing requests 
for claims applications received in the Manila office of the Commission prior to the 
deadline for the filing of such claims. Upon the closing of the Manila office over 
a year ago these requests were boxed cond ehloned to Washington where they re- 
mained unexamined until my colleagues, Pearl Carter Pace and Raymond T. 
Armbruster, and I were appointed by the President. Upon discovering the 
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potential claims workload contained in this material we made a sample survey 
which indicated that approximately 25,000 potential claims would result from a 
review of each individual piece of correspondence. Certainly every claimant 
intended to be covered by the War Claims Act of 1948, as amended, is entitled to 
receive fair and equitable treatment even at this late date. It is necessary, 
therefore, to give individual examination and attention to each one of this sub- 
stantial number of potential claims and to proceed through all of the steps of the 
processing thereof. 

These two matters account for a major portion of the supplemental request, 
i. e. $379,000, which represents costs of personal services. The $21,000 balance 
of the estimate is to cover the costs of travel, communications, printing and 
reproduction, and all other objects other than personal services. 

To assure the performance of the quality of work which we think the Congress 
desires to achieve under present legislation and to complete it by the deadline of 
March 31, 1955, as set by law, we recommend authorization for the amount 
requested in this supplemental budget estimate. 

Mr. Putuures. Do you have any other material? 

Mr. GiLuiLLANp. Not to offer at the moment, no. 

The prepared statement makes two major points. I believe I 
would like to make three in a statement of reasons why we believe 
that the additional sum of money should be allocated to us. 


EXTENSION OF PERIOD FOR FILING CLAIMS UNDER PUBLIC LAW 359 


The first point goes to the enactment by the Congress of Public 
Law 359. It was detected in the office that a considerable number of 
persons who had filed claims under the original War Claims Act, 
Public Law 896, and who were eligible to file claims under Public 
Law 303, had failed to do so. Furthermore, after the expiration of 
the time for filing claims under Public Law 303, a considerable num- 
ber of claims continued to come in. 

It was the view of the committees in the Congress that were charged 
with the responsibility, that perhaps either the time for filing claims 
under the law was too short or that perhaps proper publicity had not 
been given. In any event, the claims had not been forthcoming from 
people intended to be reached by the act of Congress. 

Strangely enough, I believe the rate of disallowances, at least in 
some areas, on the claims under Public Law 303 was greater than it 
had been undef Public Law 896, which would indicate that the persons 
who filed under Public Law 303 were not identical with those who filed 
under Public Law 896, even the limited number who did file. There- 
fore, the Congress decided that the time for filing claims should be 
extended. 

Hearings were held before the House Committee on Interstate and 
Foreign Commerce and a hearing was held before the Senate Judiciary 
Committee, although the study there was not as detailed. 

So that the Commission has an additional claims load under the 
et of that statute. It is hard to estimate what that claims 
oad is. 

Mr. THomas. You mean by virtue of extension of the act? 

Mr. GILuiLuaND. Precisely; claims that were not contemplated in 
the original budget. 

For the purposes of initial discussion here we will consider the 

number to be 47,000, although I want to say a little more about that 
later on. That is the No. 1 proposition. 
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RESTORATION OF PHILIPPINE OFFICE 


The No. 2 is this: The Commission at one time maintained an office 
in the Philippines. As a matter of fact, we have one there now again. 
We have restored it because of the existence of this new claims law. 

Mr. THomas. What part of the 47,000 cases come from the Philip- 
pines? Practically all of them? 

Mr. GiLuiLLaNnb. I would think 75 percent, but some come within 
the terms of the statute and a great number of people think they come 
under the terms of the statute when they do not. But particularly in 
the Philippines there have been allowances under Public Law 896 
that are not proportional with claims filed under Public Law 303, so 
we think there are a great many people in the Philippine Islands who 
have not come forward with their claims. 


UNPROCESSED PHILIPPINE CLAIMS 


Until a little more than a year ago there was maintained in the 
Philippines an office. When that office was closed the materials on 
hand were shipped here to this office, where they received little 
scrutiny and were not taken into consideration in the budget esti- 
mate for 1955. Some time ago, 3 or 4 months ago, we became aware 
that we had these boxes of unopened mail in the office that had 
received no attention, and we began to explore them and find out 
what we had. We put a team of people to work. As a matter of 
fact, we stole everybody all over the place to do it. That is, if we 
had a secretary who had a little spare time, we put her on it, and 
everybody else around the place. I believe there were 100,000 pieces 
of mail in those boxes. 

As of June 22 it was determined by count up to that date that there 
were about 20,500 claims in those boxes that had not received atten- 
tion. They had been filed in the Manila office. It is now estimated 
that the number of potential claims to which no consideration was 
given in the previous budget is about 27,000. 

Mr. Puiturrs. Not included in the 47,000? 

Mr. Giuuitianpb. Not included in the 47,000, that is correct, which 
makes a total of 74,000. That is the second proposition. 


PREVIOUS CLAIM LOADS AND BUDGETS 


The third one I want to make is to go back and refer to the testi- 
mony I presented to this committee in January when we were very 
new. At that time I called the attention of the committee to the 
fact we did not prepare the 1955 budget and that we came in on top 
of it and merely appeared in behalf of the budget and were not in a 
position to verify it. 

I also called the attention of this committee to the fact that there 
was a disparity between the 1954 budget estimate and the 1955 
budget estimate of 111,000 claims, or 46 percent. I did that not with 
the thought of reflecting on the previous Commission in any degree, 
but aay to call attention to the fact. 

We can go back to every budget the old Commission had—and I do 
not say our budget would have been any different, that is not my 
purpose—but they would come up every year and say their claims 
load was X claims and they wanted so much money to process X 
claims. They got the money and they did not process X claims in 
any year. That would not be apparent when they came back the next 
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year. They came in with another estimate of claims for the ensuing 
year and the money was given them and they went ahead. It was a 
process of sweeping the dirt under the rug. There is not any place 
where we can sweep any dirt under the rug. This budget has to be 
realistic. We have a date of March 31, 1955, and when that date 
comes around we cannot come back here to you and simply say that 
for 1956 we want so much money for so many claims, because this job 
has to be done and out of the road by that time. 

Mr. Tuomas. That is not exactly accurate if you are going to be 
transferred to another commission. 

Mr. Puiuurps. That has not been passed. 

Mr. GiturLLaNnpD. This is unaffected by the plan. The March 31 
date is still the target. There is no authority in the new Commission 
for 15 seconds after March 31, 1955. 

Mr. Tuomas. The reorganization plan has been approved; hasn’t it? 

Mr. GILLILLAND. It is in effect. It became effective at midnight 
Monday. 

Mr. Puruuirs. The 60 days have elapsed? 

Mr. GILuiLLanp. The 60 days have elapsed. We are testifying here 
now with regard to a Commission that does not exist. That is exactly 
what we are doing. 

Mr. THomas. Th are going to be transferred by Executive order 
to a new setup? 

Mr. GiLuuitLanp. That is right. 

Mr. Puruuirs. The claims you say people have not filed before, that 
is always a matter of curiosity to me. We never can have a final date 
because there is always somebody who has not filed. Are you sure 
none of these claims are refilings of claims previously disallowed or 
entered and withdrawn? 

Mr. GiLuILuaNpb. I assume, Mr. Chairman, that will happen, with- 
out any doubt. The fact of the matter is that rather than simplifying 
the work, that multiplies it, because every claim that comes in requires 
a search, and a very careful one, to determine if the claim has not 
already been paid. There has to be a search in the agency to find out 
if it has been processed, plus the processing of the claim, whereas if it 
were a new program that duplication would not take place. 


INCREASE IN PERSONNEL 


Mr. Puiturps. How many employees did you justify when you were 
up here before us this spring? 

Mr. Kennepy. Eighty-seven. The revised estimate is 153. 

Mr. Puiuurps. Tie that to the claims you had at that time. How 
many claims were being worked on by 87 people? My point is, 
obviously, that an increase of 66 is quite a jump for an agency that is 
supposed to be gradually concluding its job. 

r. GILLILLAND. May I go ahead with my statement on it? 

Mr. Yes. 

COST PER CLAIM 


Mr. GILLILLANb. I was quite anxious that you get this situation 
that this is an eventuality that we are facing. I would like to show 
you some figures on that particular thing in a minute. 

The initial experience of this Commission, in its first year of opera- 
tion, the expenditures of the Commission were a little over $25 per 
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claim processed. That is not exactly a fair figure to use because they 
had to develop their claims load. 

In the second year of its operation, the cost per claim, or the 
amount expended per claim—and that should be a typical year— 
was a little over $7. 

In the period from September 13 to March 13, 1954, which is the 
first time that we participated in it—but I am taking the whole period 
that was half under the old Commission and half under the new— 
the amount of expenditure per claim was $4.42. 

If we take this claims load of 74,000—and that is a conservative 
estimate, I am sure—that would indicate an additional requirement 
of about $325,000. 

Mr. Putuurrs. On what basis? 

Mr. GILuiLLaANp. At $4.42 per claim, which was the expenditure 
over the last 6 months’ period. That is accepting the old figures as 
realistic, which I do not think they are. 

I want to talk a little about this claims load. 

Mr. Puiurpes. I do not make it quite that much. 

Mr. GitiiLLANpb. It may not be quite that much. It is in that 
neighborhood. 

Mr. Tuomas. Mr. Chairman, I think it would be helpful if we had 
the actual number of adjudicated claims in the last 3 fiscal years, 
including the last 6 months of this Commission. 

Mr. Purtuirs. This is a proposal to increase the number of your 
employees by 66 in order to conclude, as it were, a program which 
you had been operating with 87 employees. It seems to me we should 

ave figures showing the number of claims filed for several years, the 
number adjudicated, the number expected, and so forth. 

Mr. GriuimLanp. I think we have them all. But I would like to 
tell you something about this 47,000 claims. 

en we asked our people in the office to make an estimate to 
determine t! e likely number of claims that we would have filed under 
this Public Law 359, the figure that our people who had had the 
greatest experience came to us with was not 47,000 but 94,000. That 
was the figure that we got. The 94,000 was the figure arrived at, 
but because it looked too big, we divided it by 2. 

Last week we received almost 10,000 pieces of mail in that 1 week, 
which makes it begin to look like the 94,000 might be more realistic 
than the 47,000. 

I want to illustrate that the figures you have here are extremely 
conservative. 

The new budget indicates an increase of 66 people, I believe. 

Mr. Patties. That is correct. That is shown on page 4 of the 
green sheets. 

Mr, GILuILLAND. And I think there is a breakdown of it on page 8. 

Mr.\Putuurps. Page 8 of what? 

Mr. GiuuitiaNp. Of the budget justifications. 


INCREASE IN PERSONNEL 


It will be noted that the big increases come in two sections. There 
are virtually none except in two sections. One is in executive direc- 
tion, and you run down and find 14 are in central control and files. 
That is where the claims are handled. At the time that this budget 
was projected, the time for new claims to come in had expired and 
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the work of that office was not too heavy. Now they are coming in 
at the rate of 8,000 or 10,000 a week. That is the reason for those 
14 people. 


APPEALSSAND HEARINGS SERVICE 


Mr. Puituirs. Your biggest increase is in appeals and hearings? 

Mr. GILLILLAND. Yes, that is where the biggest increase is. Here 

is one point where I want the tieback with the previous budget. 
w@ Under Board of Appeals on page 8 of the justifications it will be 
noted that there is an increase in personnel in that division of 48. 
Under the rate of processing that was in effect up until December 31, 
1954, at the time that the other budget was prepared, the monthly 
average production was 274 decisions with 9 people and 3 part-time 
employees. 

Mr. Jonas. May I interrupt you, sir? 

Mr. Certainly. 

Mr. Jonas. Why do you need a special board of appeals for religious 
claims? 

Mr. GILuILLaNpb. They are a different type of claims, sir. There are 
some very peculiar legal problems involved in those claims. 

Mr. Jonas. Is that what that means, that you need a special board 
of appeals to handle those claims? 

Mr. Yes. 

If the rate of decisions per man that existed when the old budget 
was prepared were projected against the claims load in prospect at 
that time, the additional number of men requested here would not be 
adequate. If you project it against the claims load that now appears, 
it would require a minimum addition in that section of 165 people 
instead of 48. 

We have attained a claims production with 18 people and 10 clerical 
people of 1,740. That is the average rate, I think, from March up 
until about now. 

At that rate, with the anticipated claims load—and this I will say 
is a very conservative figure—the rate with the addition of these 48 
people would be 5,019 appeals decisions monthly. That, with the 
estimate I have before me, would bring us out on January 1 with 
about 600 appeals on hand. 

Mr. Putuurps. 5,000 appeals a month, or 60,000 a year, which is 
more than you have estimated as new appeals. What is your backlog? 

Mr. GILLILLanD. It is 7,017 as of May 31. 

Mr. Puiiurps. Which is another month’s work. In January you 
showed 23 estimated number of positions in Appeals and Hearings 
and now you show you have 25. You show 12 employees in the 
Office of the General Counsel and 3 in the Office of the Chairman of 
the Board of Appeals, all working, presumably, on that particular 
type of work. Am I right? 

r. GrLLILLAND. Not in the General Counsel’s office. 

Mr. Paruuips. I am looking on page 8. Twenty-eight is the total 
of 25 and 3, but 12 is not the total of anything; 12 is the General 
Counsel's office. Then you have a grand total of 146. What I am 
trying to get into my mind is the formula upon which you base your 
request. 

Mr. GiuuitLanp. I wonder if I might go over that appeals situation. 

Mr. Paruures. Is that an appeal from your decision? 
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Mr. GriuiLianp. An appeal from the decision of the origina! 
adjudication. 

r. Pariiies. How many people do you have now per case and 
how many do you think you need? 

Mr. GiturLLtanp. We need only 3 more on initial adjudication. 

Mr. Puitirrs. Why should you have that increase in the number 
on appeals? 

Mr. GiuuiLianp. I will go back over that ground. You see, the 
initial adjudications of the claims that were on file with the Commis- 
sion are working out toward their end. That same number of people 
will take 7. and go forward with the new adjudications that come in 
under Public Law 359, but the whole impact of the appeals load is 
just now coming on the Commission. 

Mr. Puruips. "That is what is not clear. The Commission. has 
been in existence how long? 

Mr. GILLILLaNpD. Since September 1949. 

Mr. Putuures. Five years. 

Mr. GILuILLaNp. That is correct. 

Mr. Puiturps. You have been considering and adjudicating cases 
constantly. Is there a time limit within which an appeal must be 
made? 

Mr. GILLILLAND. Yes. 

Mr. Putuups. How long? 

Mr. GituiLuaNnpb. The rule when we came in was 6 months. We 
have had to cut it to 3 months to meet this deadline. 

Mr. Putuuips. It has always been 6 months? 

Mr. GruuiLLaNnp. They did not always work on them. They just 
laid there and accumulated. And for some reason or other the old 
Commission allowed the Filipino cases to lag until the last. Among 
the American prisoners of war the rate of disallowance was very low 
because there were Army records to support them. In the case of 
the Filipinos, many were guerillas and thousands and thousands filed 
claims that were disallowed. They were very delicate in that the 
Army records were all destroyed and the amy has had to replace 
them on the best evidence available. Our people in our agency have 
in a great many instances uncovered cases of eligible claimants in the 
Philippine Islands that were not recognized by the Army, and evidence 

roduced in our agency has caused the Army records to be corrected. 

e Army boards have worked very conscientiously on them in the 
Philippines but they are not easy. 

Mr. Tuomas. Is it the function of your agency to dig up evidence 
as you have just stated? 

Mr. GILLILLaNp. I take it it is the function of our agency to pay 
a fellow entitled to the money under the law. 

Mr. Tuomas. That is not the question I asked you. 

Mr. GituiLLaNnp. You mean is it our job to impeach the Arm 
records? I do not think it is, but if the claimant has produced evi- 
dence enough before us to indicate a probability or even a stro 
poseibilit that the Army records may be wrong, we have it checke 

ack and request the Army people to make another investigation, 
which they do, and in quite a number of cases the investigation has 
resulted in a correction of the Army records. 

Mr. Purturps. Do you have an inexhaustible supply of money? 

Mr. GruuiLianp. As I told you, we have been operating at the 
rate of $4.42 per claim. 
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Mr. Purturrs. I mean out of which to pay these claims? 

Mr. GILLILLAND. No; we do not. 

Mr. Puriurps. Is this not going to make your fund insolvent? 

Mr. GitLILtLanp. No. I think we will come up with a pretty good 
balance, the way it appears now. 

Mr. Puiuuirs. Did you conclude your statement? 

Mr. GrtuiLLanp. I am not sure that you got my point about the 
reason for these additional people in the Appeals Division. 

Mr. Puiuurrs. You are sure that I have not, is that what you mean? 

Mr. GituitLanp. No, but I want to give you all the information 
you want on this proposition. 

Mr. Puruurps. I still cannot see, with the number of cases you 
justify, the need for that many additional people over what you had 

efore. 

Mr. GILLILLAND. I will try to explain that again. 

I asked the people in the y Re and Hearings Section to prepare 
a statement for me, and they have prepared one and I have it here. 
This statement that they have prepared ignores the appeals that will 
come from the Philippine Islands that the previous Commission had 
not included in the budget. 

Mr. Purturrs. You made up this statement that you are presenting 
to us on the assumption that you were going out of business on June 
30 a year from now? 

Mr. GILLILLAND. No, on March 31. 

Mr. Puatiurps. March 31, 1955? 

Mr. GILuILLAND. Yes. 

Mr. Puiuurps. The Congress then passed Reorganization Plan No. 1 
and made a permanent agency of Government by which you will 
be absorbed? 

Mr. GiLuILLANnp. That is correct. 

Mr. Puruuires. Would you have asked for this amount of money 
and this number of peo Te if you had not thought that you had to 
finish all your job by March 31st? 

Mr. GruuiLtLaNp. I do not believe that the Reorganization Plan 
bears on this at all, Mr. Chairman. This job has to be done by 
somebody by March 31st, 1955. 

Mr. Puiuips. Irrespective of this plan? 

Mr. GruuiLuanp. Irrespective of that plan. 

Mr. Pururrs. Then I had misunderstood the plan. No matter 
what happens under the plan War Claims are done on March 31. 

Mr. GrLuitLANnpb. That is correct. 

Mr. Tuomas. No. 

Mr. Yares. As of this time yes; but probably no. 

Mr. GILuILLANb. Now, there is not any question in my mind at all 
that if the new Commission has an adequate amount of money to 
do this job it will be done by March 31, 1955. There is no question 
whatever. And there is no question in my mind but that there will be 
a substantial balance remaining in the War Claims Fund. 

Mr. Puriuips. You can see, Mr. Chairman, the difference of opinion 
which this committee would have—at least one member, certainly— 
if they thought you were coming in for money and personnel to finish 
the job March 31 as opposed to the amount of money which we would 
think you might have if, come March 31, we were to learn you were 
then just to keep on going in the future without a termination point. 
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Mr. GiLuiLLaNnb. I assume, Mr. Chairman, that the only way this 
money can be spent legally would be for the purposes for which 
appropriated. 

REORGANIZATION PLAN NO. 1 


Mr. Puiturps. I wish you would explain this to me. I quote, Mr. 
Chairman, from page 2 of House Document 381, relating to Reor- 
ganization Plan No. 1 of 1954. It is the next to the last paragraph 
on page 2: 

A proposed new claims program now pending before the Senate would provide 
benefits similar to those paid to World War II victims under the War Claims 
Act for losses and internments resulting from hostilities in Korea. The executive 
branch of the Government has recommended approval of this program by the 
Congress. I now suggest that this program be assigned by law to the Foreign 
Claims Settlement Commission. 
which is the agency created by this Reorganization Plan No. 1 of 1954. 

Mr. GiLuitLANb. That has nothing whatever to do with this budget 
request. 

STATUTE OF LIMITATIONS 


Mr. Jonas. When you say if you are given this extra money all these 
claims must be cleared up by March 31, 1955, does that have any 
relationship to a statute of limitations or time to file claims? 

Mr. Yes. 

Mr. Jonas. What is the relationship? 

Mr. GILuiLLAND. Well, there is a regulation of the old Commission 
that provides that a claimant whose claim is disallowed after hearing 
has a right to file a petition for reconsideration. If he lives in the 
etn States he has 10 days to do it. If he lives elsewhere he has 60 

ays. 
Yow, when the Congress passed Public Law 359 we repealed that 
provision as to claims filed under that law, Public Law 359. 

Personally, we think it is an additional “gimmick” that probably is 
not very valuable to the claimant. It is time consuming and it is 
expensive, 

We could not take it away as to the claimants who had acquired 
rights; that is, as to the claimants who had already filed under the 
provisions of existing regulations. 

What it means is that we must substantially finish our claims load— 
that is, the actual processing and processing of appeals—in time to 

ermit the filing of a petition for rehearing of claims other than Public 
ton 359, and the processing of the petitions for rehearing, prior to 
March 31. In other ms think we have to aim at a target date of 
substantially winding up all actual appeals or all actual hearings not 
later than the first of the year. That would only leave 90 days for 
time for the claimant to be notified of the decision and to file his peti- 
tion for rehearing, if he wishes, and to rule on it. 

Ninety days would certainly be as short a time as you could gamble 
on to get that job done. 

Is that the specific thing you had in mind, or something of that sort? 

Mr. Jonas. Yes. 

PHILIPPINE CLAIMS 


Do you consider this mass of letters that came in from the Philip- 
pines to be claims? Do you take the position that they amount to 
the filing of claims? 
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Mr. GILuiLLand. Some of them are claims; and are very obviously 
claims. Then we have a Commission regulation—and it is an old 
one, and again you cannot take a right away without some reason 
for it—that if a person has written a letter, even though it is not on a 
claim form, which substantially states a claim, that has been developed 
usually by a section down in our agency to find out the truth and the 
right of the matter. If the man has rights under it it is generally 
treated as a claim, to start the ball rolling. 

Mr. Jonas. Have you found any explanation for the failure on the 
part of the Philippine office to examine this mass of material? 

Mr. No. 

Mr. Jonas. Who was in charge of the office? 

Mr. GiLuiLuanp. A fellow by the name of Kinnaire. 

Mr. Jonas. Is he still working for the Commission? 

Mr. Gituanp. No; he is not. 

Mr. Jonas. What about your Executive Director? Was he not in 
touch with the situation? 

Mr. GinLILLANp. We have made a change in the Executive Director. 
The present Executive Director discovered the trouble. 

Mr. Jonas. Is anybody still working with the Commission who was 
in the Philippine office at that time? 

Mr. GruuiLLanp. I do not believe we have any of those people 
with us any more. 

Mr. Jonas. I just cannot understand 

Mr. GiLuILLAND. It is a remarkable thing. 

Mr. Jonas. How letters you say amounting to claims 

Mr. GruuiLuANb. That is correct. 

Mr. Jonas. Could have been bundled up and not even examined—— 

Mr. GiuuitiaNnp. That is right. 

Mr. Jonas. And shipped here in bulk. 

Mr. GiuuittaNnp. That is what happened. 

Mr. Puruuipes. On the closing of the office? 

Mr. Yes. 

Mr. Jonas. Were they not read when they were received? Were 
they not processed in any way? 

Mr. GiLuittaNp. Apparently nothing was done with them at all. 
They were just crated up and brought over here and dumped in a 
room. 

NUMBER OF EMPLOYEES 


Mr. Toomas. How many people do you have on your payroll now? 

Mr. Kennepy. 174. 

Mr. Tomas. 174. You are asking for how many additional 
employees in this additional $400,000? 

Mr. Kennepy. 66, after deducting lapses. 

Mr. Tuomas. That would give you a total of how many? 

Mr. Kennepy. Of course, the first figure I gave you was the figure 
on the rolls now. We should go back to the average figure. 

Mr. THomas. I just asked you: How many would that give you? 

Mr. GiLuILLANp. The 174 should not be included, because it was 
not intended to have 174 next year. The regular budget request 
was 87. 

Mr. Tuomas. But you still have them on the payroll, though. 

Mr. GrmuuiLLaANp. Apparently there are 174 as of today. 
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Mr. Tuomas. 174 as of today. How many new positions will this 
$400,000 supply you? 

Mr. Kennepy. That will provide 66 after deducting lapses. 

Mr. GILLILLanp. It would be an average of 66 more people. 

Mr. THomas. 220 employees, then, is what you will have? 

Mr. Kennepy. Right. Without deducting lapses. 


STATUS OF CLAIMS 


Mr. Tuomas. During this present fiscal year how many chaims have 
you actually disposed of? 

Mr. GirtuitLaNnp. During the last fiscal year? 

Mr. Tuomas. Yes. 

Mr. Gitum.anp. I wonder: Would it be a satisfactory answer to 
give you the last operating year, which closes on March 13? 

Mr. Tuomas. Surely. ideodk 13, 1953, to March 13, 1954. 

Mr. GILuILLANb. Have you that figure, Mr. Kennedy? I do not 
seem to have it. We had it in the last budget presentation up that far. 

Mr. Kennepy. No, sir; I do not have it on a yearly basis. 

Mr. Toomas. On what basis do you have it? What about the 
fiscal year 1953? How many cases were actually wound up lock, 
stock, and barrel in that year? 

Mr. GILuILLANp. By the year? 

Mr. Tuomas. Any way you want to give it to us. For the last 
4 years I want to know the number of cases by year, whether it is a 
calendar year or fiscal year. 

Mr. GiuuiLtianp. I think we will have to provide that table. I do 
not believe I have it here. 

(The information referred to above may be found on pp. 882 et seq.) 

Mr. Kennepy. We do not have it here. 

Mr. Tuomas. Why do you not have it, gentlemen? Certainly you 
ought to have that information. 

r. Kennepy. I just do not have it presently. 

Mr. GiLuiLianp. I have a lot of figures on the whole period, and 
the current production and things of that sort. 

Mr. Tuomas. All right. What about the current production? 

Mr. Per week? 

Mr. Tuomas. How many cases have you disposed of in the calendar 
year 1954? 

Mr. Griuittanp. Well, I could have brought that along. We 
make a weekly compilation. It is not easy to get it all together here. 
I can give you the total number of actions for last week. 

The week closing June 25 was 1,493. Some weeks run considerably 
higher than that. It depends a lot on the difficulty of the particular 
claims involved. Sometimes it is as high as 4,000 or 5,000. 

Mr. Tuomas. Can anybody get on the telephone and get us that 
information? This is the whole meat in your coconut here. 

Mr. Puiiurrs. May I make a suggestion? We have another group 
waiting for us to hear them. Why do you not go back to your office 
and then come back at another time with the figures which show how 
many cases have been worked upon in the year, how many have been 
concluded, what is the change in the rate, and so on, under this new 
policy of yours, which seems to be very satisfactory? Give us some 
‘igures on which we can make a calculation that would be helpful, 
such as the number of cases you have, about how long it takes to 
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handle them, and the amount of money and the number of employees 
you think you need. 

I do not think yet you have quite gotten over to the committee 
what is in your own mind, and that is the number of people you 
need for liquidating the cases which are still unfinished when you are 
in effect an expiring agency. 

Mr. GriuuittaNnp. Mr. Chairman, we will get that for you right 
away. I have a little statement here I would like to read. I have 
been trying to deal with this appeals thing. Could I have time to 
read this? 

Mr. Surely. 


APPEALS AND HEARINGS SERVICE 


Mr. GrtuiLLaNnp. Before I read it I want to say that it is ultra- 
conservative. I mean, my own judgment of our problem is that it is 
much more severe than this indicates. I want to say that again when 
I have read it, but it does go exactly to this number of people. 

For the period September 1953 through February 1954, preceding the reorgani- 
zation of the War Claims Commission, a complement of 9 full-time and 3 part- 
time employees in the Appeals and Hearings Service attained a monthly average 
production of 274 decisions. If this same production rate had continued, the 
complement of personnel necessary to reach our goal of 5,019 decisions per month 
for the period of July 1 through December 31, 1954, would consist of 165 full-time 
employees. 

fter the reorganization and the establishment of new methods and procedures 
by the present War Claims Commission, there was created the Appeals and 
Hearings Service and an Appeals Board with a complement of 28 employees, 
18 professionals and 10 clerical. For the 4 reporting periods from March 1, 
through June 18, 1954, this complement of 28 attained an average production of 
1,740 appeal decisions for each period. In order to accomplish the objective 
quota of 5,019 appeal decisions monthly in the required time of July 1, 1954, to 
December 31, 1954, it is determined that 76 employees are essential. This 
complement of employees would be divided into 53 professional and 23 clerical 

I say that is conservative, because I am confident that the Appeals 
and Hearings Service has underestimated its appeals load during that 
period by 10,000 appeals. But on this basis it would leave them 
about 600 as of January 31 to be worked through with the petitions 
of rehearing. That is why we need those people. 


NEED FOR ADDITIONAL MONEY 


Mr. Toomas. When you were here in the spring you were just 
about as positive then as you are now that you could wind up this 
organization lock, stock, and barrel on the cutoff date—namely, 
March 31, 1955. 

Mr. Gruuituanp. That is correct. 

Mr. Tuomas. Now, will you state again what is the occasion for 
coming over and asking for this additional $400,000? 

Mr. GILuILLAND. Principally because we have 74,000 more cases 
in sight now than we had then, for the 2 reasons I have given you. 

The other is that when the figures of the old Commission are run 
out on appeals processing, they are not processing 

Mr. THomas. Let us see, now. You say there are two counts. 
One, the act was extended. 

Mr. GiuuituaNp. And the other is that there are 27,000 claims 
down there that the old Commission did not include in the budget. 
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ADDITIONAL WORKLOAD AS RESULT OF PUBLIC LAW 359 


Mr. Tuomas. How many additional cases are you getting by virtue 
of the extension of the act? 

Mr. GiLuiLLaNnp. The figure that we used in this budget is 47,000. 
I think that is very conservative for the reason that last week we 
got in about 10,000 pieces of mail. If that continues it is going to 
run way over 47,000. 

Mr. TxHomas. How do you account for that sudden burst of cases? 
I believe you stated awhile ago that 75 percent of them are from the 
Philippines. 

Mr. GiLuiLiaNnp. That is right. 

Mr. Tuomas. Are we to assume from your statement that this 
knowledge became prevalent in the Philippines and as a result of it 
some 35,000 or 40,000 cases will have been or have been filed by 
virtue of the extension of the act? 

Mr. GiLuittanpd. That is right. Part of the duty of the Commis- 
sion under the act is to make the potential claimant aware of his 
rights. That is spelled out in the statute. We have to give such 

ublicity as to bring to the attention of the potential claimant the 
act that he may have a right under it. 

Mr. Puiturres. Has that not been done before? 


PUBLICITY IN PHILIPPINES 


Mr. Toomas. What have you been doing in the Philippines to bring 
it to their attention? 

Mr. GrtuiLianp. I beg your pardon? 

Mr. Puituips. Was that not done adequately before? 

Mr. Gruuittanp. Apparently it was the view of Congress that it 
had not been. Apparently they took that into consideration in 
passing the statute. They passed it; not us. 

Mr. Putuurps. Then I will repeat Mr. Thomas’ question: What 
have you been doing to make it known? 

Mr. GiLurmanp. It has been done by the use of the United States 
Information Service in the Philippine Islands. We have a man 
over there. He has some clerks working for him. He has been 
putting out news releases. I believe the Red Cross has been helping. 

Mr. Kennepy. That is right, sir. There are two ways of taking 
care of it. 

Mr. Tuomas. Are there any expenditures of funds for news releases 
or newspaper advertisements? 

Mr. GILLILLAND. We do not spend money for that purpose; no, sir. 

Mr. Tuomas. That is 47,000. How do you justify the other 30,000 
cases? They came in, you say, in a bunch of unopened letters? 

Mr. GruuittaNnp. That is correct. They were claims that had 
been filed in the Philippine Islands which the old Commission did not 
take into consideration in preparing the budget. 

Mr. Tuomas. When were they filed? 

Mr. GiLuitLaNp. Over a period of time previous to the closing 
of the Manila office. 

Mr. THomas. Some of them are 2 or 3 years old? 

Mr. GiLui,LaNp. They are spread over quite a period of time. 

Mr. Tuomas. When was that first brought to the attention of the 
present Commissioners? 

Mr. Gitumanp. I would think about 4 months ago, maybe. 
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Mr. Tuomas. How was it brought to your attention? 

Mr. GiLuitLaNnD. As far as I am concerned, I believe Mr. Kennedy 
brought it to my attention. 

i Kennepy. That was in April, I believe; in the latter part of 
April. 

Nie Puiuuirs. May we have a citation on that statement, where 
you said the House had required you to bring this to the attention 
of everybody? 

Mr. GruuiLuaNnb. The provision of the War Claims Act. 

Mr. Puiuures. That is the original act? 

Mr. GILLILLAND. That is correct, This is an amendment. 

Mr. Puiturrs. That is 6 years old. 

Mr. GiuuiLLaNp. That is right. This is an amendment to the 
original act. 

Mr. McGutre. Public Law 16 of the 82d Congress contained that 
admonition. 

Mr. Puruuips. Have you a copy of that? 

Mr. McGuire. I have a copy here. 


UNPROCESSED PHILIPPINE CLAIMS 


Mr. Tuomas. When did those claims arrive at your Commission 
from the Philippines? 

Mr. GixuiLtuanp. They are just coming in strongly now. The 
law, I believe, was passed in May, or signed in May. 

Mr. Tuomas. I mean the unopened, unprocessed claims. 

Mr. do not know. 

Mr. Tuomas. When was the Manila office closed? 

Mr. GruuinuaNnpb. It was closed in the spring of 1953. 

Mr. Tuomas, And the papers were shipped? 

Mr. Shipped here. 

Mr. Tuomas. How long have they been here? 

Mr. GILuILLAND. They have been here over a year. 

Mr. Tuomas. When were they discovered by your present crowd? 

Mr. GILuILLANnD. Sometime in the late winter or early spring. We 
will say March. 

Mr. Tuomas. In other words, they had been over in the Commission 
some 6 or 8 months before they discovered they were there? 

Mr. GruuiLtuaNnp. That is right. 

Mr. Tuomas. How do you account for that, now? 

Mr. GiLuILuaNp. I cannot. But I know that they were not taken 
into consideration in the budget estimate prepared by our prede- 
cessors, because of the number of claims they used. 

Mr. THomas. Do you mean to say that with your present staff 
over there a big sheaf of papers came in from the Philippines and 
remained over there for 6 or 8 months before they were ever noticed? 

Mr. Well 

Mr. Tuomas. That makes your crowd look equally as bad as the 
Philippine crowd, does it not? 

Mr. GruuILianp. Sir, I am not complaining against anybody at the 
moment. I know we have this problem to meet. 

Mr. Tuomas. We do complain against you now. If you let them 
sit over there 6 or 8 months without noticing them, I think your crowd 
is just about as derelict as the crowd in the Philippines was. 

Mr. GrILuitLANnp. We did not do that at all. 

Mr. Tuomas. What did you do? 
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Mr. Giuuituanp. We took office in December 1953, you will recall. 
Tt was not too long after that occurred that we became aware of the 
presence of this unopened mail. 

Mr. Tomas. How long? 

Mr. GruuiLiaNb. I would think in March. Here was a room with 
boxes stacked up in it. What was in them? 

Mr. THomas. You took office what date? 

Mr. GILuILLaNnD. December 11, 1953. 

Mr. Tuomas. Were you the first one of your crowd to take office? 

Mr. GriuuItLaANnp. We all took office the same day. 

Mr. Tromas. Your present staff is about 80 percent of the original 
staff over there, is it not? 

Mr. Grium.aNnp. We still have some of the old people; that is 
correct. Some of them are very good people, too. 

Mr. THomas. When did you discover it?) Was it 1954? 

Mr. GILuILLAND. 1954. 

Mr. Tuomas. What time in 1954? 

Mr. GituitLaNnb. I would say in March, sir. I am not dead sure. 

Mr. Tuomas. How long is that? That is about 15 months. 

Mr. GiLuitLaNnp. That would be about 3 months. It was less than 
3 months; 24 months, maybe. 

Mr. Tuomas. No longer than that? 

Mr. GruuitLaANb. That is correct. 

Mr. Tuomas. Eighty percent of your crowd has been over there all 
that time, and the papers have been there about 15 months? 

Mr. GiiuitiaNnp. No part of the group who had been in the Philip- 
pine Islands were with us, as I recall it. They might have been there 
a very short time, a few of them, afterward. 

Mr. Tuomas. How many people do you have over in the Commis- 
sion here? You have 173 on the rolls. Not all of those 173 are in the 
Philippines, are they? 

_Mr. Gruuitianp. No. I think we have 5 or 6 people in the Philip- 

ines. 

‘ Mr. Kennepy. We have one person in the Philippines on our rolls 
today. 

Mr. GILLILLAND. Does the State Department furnish the others? 

Mr. Kennepy. The Philippine Judge Advocate General’s Office 
furnishes the others. 

Mr. Tuomas. You mean to say you have one-hundred-seventy- 
some-odd people here in Washington and they let these files lie around 
there 15 months before they ever noticed them? 

Mr. Giuuittanp. Apparently that has happened. 

Mr. Tomas. That makes your staff just about as bad as the 
Philippine staff, then, does it not? 

Mr. Grmuuianp. Well, I do not know about the detail on that. 
I presume that we might have a clerk or two or three who knew about 
these stacked-up boxes. We have a good many rooms down there. 

Most of the 173 people you speak of would be busy in other areas. 
They had their own duties to perform. They were not invading 
storerooms. 

Mr. Tuomas. Was there not a letter of transmittal transmitting 
to the Chairman of the Commission those records which were being 
shipped over here? 

Mr. GruuiLLaNnp. That may be. It did not come to my attention. 
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PUBLICITY IN PHILIPPINE ISLANDS 


Mr. Puruures. Let me ask something, if I may. I think we are 
not perhaps so much interested in that as we are in what it will cost 
to take care of them now. However, I am interested in this business 
of why you felt in 1954, Mr. Chairman, you had to do a lot of pub- 
licity in the Philippines in order to produce a lot of work for your- 
selves; which is what it amounts to, because the previous notices 
must have been pretty widely circulated through the islands. 

Mr. Gruuitianp. I will undertake to go over that ground. 

Mr. Puiturps. Wait a minute. I have the law in front of me. 

Mr. Yes. 

Mr. Puiuurps. The law was passed April 5, 1951. That is 3 years 
ago. on advanced the date to March 31, 1952, which is 2 years ago. 
It said: 


The Commission shall take immediate action to advise all persons to file claims, 


Certainly there was no intent on the part of the Congress, as I read 
that, that a new Commission coming in then had to go through all 
this process again, because I never knew that there was any oppor- 
tunity for anybody to get anything out of the Government which was 
not spread by word of mouth and by local information just as widely 
as could possibly be done. 

I mean, it is not clear in my mind why you are now going through 
all this process again. 

Mr. GimLLiLLANb. Well, as it happened I did testify before the 
House Committee on Interstate and Foreign Commerce on this bill. 
The exact details of the facts are not fresh in my mind, but I can give 
you some from our report. 

There were filed with this Commission under the provisions of 
Public Law 896, 137,423 Filipino prisoner-of-war claims. Under 
Public Law 303 there were filed 74,290 claims. 

Mr. Yares. Will you repeat those, please? 

Mr. GILLILLAND. 74,290. 

You will note that there were 63,000 more filed under Public Law 
896 than under Publie Law 303. 

Now, here is an interesting thing about it: There have been many 
meritorious claims found among the 137,423, perhaps a higher per- 
centage than existed among the 74,290, and they are not identical. 
There have been a great many claims filed among the 74,290 that were 
not included among the 137,423, and there have been claims allow- 
ances of meritorious claims on a great many of them under the 
137,423, where no corresponding claim of merit is found among the 
74,290, which gave rise to the thought in the minds of the committee— 
I am not sure whether they expressed it in the legislation or not, but 
it was one of the impelling reasons for the legislation—that these 
people in the Philippines were not adequately apprized of their 
rights under that law. 

Mr. Puiiurpes. Who expressed that idea? 

Mr. GriuitLtaNnp. Well, I believe it was Mr. Hinshaw. Was this 
his bill, Mr. McGuire; do you remember? 

Mr. McGuire. Public Law 16? 

Mr. GiLuiLLanp. Public Law 359. Was that Carl Hinshaw’s bill? 

Mr. Hinshaw and Mr. Wolverton would have knowledge of that, 
and I imagine it would show in the committee reports or certainly in 
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the testimony that was given before the committee when the decision 
was made. That was the impelling reason for the enactment of the 
statute. 

Mr. Puaruures. If that was the impelling reason for the enactment 
of the statute, that was 2 years ago. 

Mr. GiLuiLLanp. No. It was enacted this spring. 

Mr. Kennepy. Public Law 359. 

Mr. GILuILLAND. We gave no notice under anything but Public 
Law 359. The only notice we gave was to take advantage of the 
services that were offered to us through the Philippine Government 
and the Red Cross and through newspaper releases as to the rights of 
the claimants. 

Mr. Parties. But Public Law 359 says nothing whatever, com- 
pared to Public Law 16, about notifying everybody to come in and 
get more money from the Federal Government. 

Mr. Kennepy. Of course, Public Law 359 was an extension of Pub- 
lic Law 303. It carried the same categories of claims. 

Mr. GituiLaNp. It carried on the same duties. 

Real Pururs. But it did not repeat the provisions we are talking 
about. 

Mr. McGuire. The provisions you are talking about, Mr. Chair- 
man, became a part of the basic act after its amendment. 

Mr. Putuuirs. That is perfectly true, but my interpretation of it 
is that the people in the Philippine Islands should be notified that this 
War Claims Commission exists and is ready to do business. 

Mr. GriuuitLanp. That is right. 

Mr. Puiures. All right. That is repeated in Public Law 16, with 
the passage of that act. There was nothing said about going all 
through this again, with the passage of Public Law 359. You took 
it upon yourselves, it seems to me, to go out and put out this informa- 
tion very thoroughly in the Philippine Islands, the natural effect of 
which was to produce a lot more work for the Commission, which was 
supposed to be in the liquidating process; is that right? 

Mr. GiiumLaNnp. I would hardly have thought that the Congress 
would have considered this particular category of claims to be part 
of the liquidation, or they would not have enacted the statute. 


Mr. Putuips. But you are still going out of business on December 
31, according to you. 


Mr. Yates. March 31. 

Mr. Parmuirs. March 31; I beg your pardon. 

Mr. GitiitLtANp. That is correct. As a matter of fact, we gave 
very close attention to that point in dealing with both committees, 
on the necessity of meeting that deadline. 

When we were asked for a report on that bill—the bill, I believe, as 
originally introduced fixed the 1st day of September as the ultimate 
time for filing claims—in our report we told the committee that in our 
judgment the date was too late, because we would not be able to meet 
the deadline, if they put it down that way; and the committee, in 
deference to our report, on the draft that went to the floor of the 
House, moved the dateline back to July 1, which would be tomorrow. 
Then when it got on the floor of the House, Representative McCor- 
mack, of Massachusetts, in all good faith, I think, asked for a unani- 
mous consent amendment and extended it, I believe, to December 31, 
which would have been impossible for us to meet. 
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I then personally went to the Senate and called their attention to 
the fact that we could not meet the deadline with any such date. 
We were asked to state the time, and it then appeared that the most 
realistic one and the only one we could meet at all was August 1. 
They changed it to August 1. The conference committee adopted it, 
and that is the way it went through. 

There never has been any time, I assure you, sir; that there has 
been any desire on the part of anyone I know of in connection with 
the War Claims Commission to extend the life of this Commission 
1 day or 1 second past March 31, 1955, for that purpose. 


TERMINAL LEAVE 


Mr. Tuomas. What part of this $915,000 have you set aside for 
terminal leave? 
Mr. Kennepy. Roughly $85,000. 


STUDIES UNDER SECTION 8 OF WAR CLAIMS ACT 


What part of the present fiscal year’s funds have you spent on studies 
under section 8 of your original act? 

Mr. GiuuiLuanp. I think that would be difficult to separate. We 
were called in to conference by the Bureau of the Budget almost imme- 
diately after taking office to make a review of the section 8 report. 
We had interagency conferences involving the Department of Defense, 
the Department of State, the Department of Justice, the Department 
of Health, Education, and Welfare, the Department of Labor, and 
others; and worked almost continuously until recently in meeting after 
meeting after meeting examining that report and getting down to an 
executive branch position. 

That took the time of some of our people. It took a great deal of 
my time; as a matter of fact, a major portion of it. It took a great 
deal of time of Mr. McGuire, General Counsel, and some other people 
in his office. 

Mr. Tuomas. What is your thinking with reference to section 8 
now? What does the Commission have in mind? 

Mr. GiLuinLANp. The Commission has not anything in mind except 
to support the executive branch position which was finally determined 
upon under the leadership of the Bureau of the Budget. The legisla- 
tion came to the “‘Hill’’ recommended by the Bureau of the Budget on 
Monday of this week. There were 3 recommended amendments to 
the War Claims Act and 3 recommended amendments to the Inter- 
national Claims Act. 


PROPOSED AMENDMENTS TO THE WAR CLAIMS ACT 


Mr. Tuomas. What are the proposals under those proposed legis- 
lative amendments with reference to the War Claims Act? 

Mr. Gruuittanp. Under the War Claims Act the first one of them 
involves the bank deposits of our military personnel and other Ameri- 
can citizens in the Philippine Islands which were confiscated by the 
Japanese, and permits a percentage payment from the war claims 
fund to those people equivalent to the amounts that were paid by 
the Philippine War Damage Commission for property losses. 
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Another one extends the provisions of the civilian internee statute, 
enacted for the benefit of civilians who were interned by the Japan- 
ese in Wake, Guam, Midway and the Philippine Islands, or went 
into hiding to escape capture, to members of our merchant marine 
who during the war were captured in other places in the world. 

Another one provides the extension of the prisoner of war benefits 
to Americans who enlisted in the armed forces of our allies such as, 
let us say, Canada. Those are the amendments contemplated to the 
War Claims Act. 

Mr. Txomas. In other words, then, you just continue the War 
Claims Act as open as a barn door as a permanent agency? 

Mr. GiLuiLiaNnp. Well, perhaps. Anyway, that is the recom- 
mended legislation, as far as the War Claims Act is concerned. 

Mr. Tuomas. There is no “perhaps” in it. You have no idea of 
going out of business on March 31, 1955. 

Mr. GILuILLAND. Sir, I assure you that we intend to complete this 
claims program by March 31, 1955; with no if’s, and’s or but’s. 

Mr. Tuomas. And then you start in on a fresh program? 

Mr. GruuitLanpb. There is no program at the present time. That 
is up to the Congress. 

Mr. Yares. Is there one being recommended? 

Mr. Tuomas. Yes. It has already been submitted to Congress. 

There is one being recommended by the executive 
ranch. 

Mr. Tuomas. It is within the contemplation of the Commission 
that it should be transferred over to this new agency March 31? 

Mr. Gruuianp. I have no assurance that I will be transferred to 
any new agency. Ido not know anything about it. I am wondering 
very strongly. I would like to know, because that agency goes into 
effect tomorrow, but I have no assurance I am going to be connected 
with it in any capacity. 

Mr. Puruures. Do you mean July 1 tomorrow or July 1 a year from 
tomorrow? 

Mr, July 1 tomorrow. 

Mr. Tomas. How are these new claims going to be paid, par- 
ticularly to your merchant marine people? 

Mr. GrtuitLanp. They would be paid under contemplated legisla- 
tion from the war claims fund. We think that there will be an ade- 
quate balance on the allocations we now have to handle those pay- 
ments. 

Mr. THomas. From Japanese assets alone? 

Mr. GitumLanp. No. From Japanese and German assets. 

Mr. Tuomas. Where are the assets coming from? 

Mr. GitumLaNnp. You will recall that the total allocations to the 
war claims fund were about $210 million, with an authorization of 
another $15 million. It is the view of the executive branch that these 
additional categories of claims, which are small, can be paid from the 
$210 million without infringing on the $15 million. 

Am I correct on that point, Mr. McGuire? 

Mr. McGuire. No, sir. I think it would be contemplated to lap 
over into the $15 million. 

Mr. GrLuiLLaNnp. It would lap over into the $15 million. Anyway, 
it is within the present congressional authorization. 


a => 
— 


° 


| | 
M 
notl 
agel 
N 
tha 
is 0 
= 
m 
| 
f 


873 


Mr. Tuomas. This is another good example of the fact that there is 
nothing on earth quite as permanent as a temporary Government 
agency. 

Mr. GILuiLLanp. Well, I do not know that I blame you for feeling 
that way; yet I want to say to you that as far as I am concerned there 
is nothing of that kind involved, absolutely nothing. 


RESTORATION OF PHILIPPINE OFFICE 


Mr. Yates. When was the Philippine office opened? I understand 
it has just been closed, but when was it opened? 

Mr. GruuiLitanp. The Philippine office was opened the last week in 
May. 

Mr. Yares. Of what year? 

Mr. This year. 

Mr. Yates. I mean the original opening under the old Commission. 

Mr. GiuuiLuaNnp. I do not have that information. It was opened, 
I suppose, sometime rather shortly after the Commission came into 
existence. 

Mr. Yates. Would your records indicate when the Office was 
opened? 

Mr. Yes. 

Mr. Yates. Records which you have back at the Office? 

Mr. GILLILLANpb. Yes, sir. 

Mr. Yares. Can you prepare additional information for the com- 
mittee? Can you find out when the Philippine Office was opened, 
please? 

(The information is as follows:) 

The Philippine Office was opened in November 1950. 


Mr. Yates. You stated it was closed when? 
Mr. GILLiLLanp. It was closed in the spring of 1953. 


NH UNPROCESSED PHILIPPINE CLAIMS 


i Mr. Yates. Would your records indicate how many claims were 
filed during that period? 

Mr. GILuitLaNb. In the Philippines? 

Mr. Yates. Filed in the Philippines. 

Mr. GILuiLLANp. Apparently not, because those particular claims 
were not identified. They were just received, boxed up, and brought 
back here. 

P Mr. Yates. Are there no records that the Commission has of the 
filing of claims in the Philippine Office? 
F N Fr GILLILLAND. We do not have any records except the boxes, 
0 we? 
Mr. Kennepy. The only thing we would have is that. 
j Mr. Yates. You mean to say there was no docketing system for the 
filing of claims? There was no receiving system? 
Mr. Kennepy. In the Philippines apparently not. 
Mr. Yares. You mean the War Claims Commission does not know 
; now what went on in the Philippine Office? There are no written 
j records of what went on? 
4 Mr. Kennepy. In this group of claims notations were made as to 
; when the forms were sent out to the people requesting the forms in 
sime instances. In other cases there is no indication on it. So that 
the only thing we have to go by is the date. 
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Mr. Yares. Is there no indication in the records of the Commission 
as to when claims were received or whether they were allowed? 

Mr. Kennepy. The records that we have would be included in the 
regular docketing system, but they would not be segregated as to 
the ones that were filed out there. 

Mr. Yartrs. Does your regular docketing system separate the claims 
that were filed in the Philippine office from those that were filed in 
the United States? 

Mr. GiLturanp. Certainly you understand there was no adjudica- 
tory authority in the Philippine Islands at all. No claims were proc- 
essed in the Philippine Islands, ever, at any time. 

ier Yates. Where are the claims which were received by that 
office 

Mr. GituiLtANnb. They are in those boxes, I take it. 

Mr. Yates. Were there any records? What records do you have 
of the receipt of claims through the Philippine office? 

Mr. GriLuiLianp. I believe | will let you answer that, Mr. Kennedy. 
I do not think there are any. 

Mr. Kennepy. I have not seen any to date. The only thing I 
know of is the 100,000 pieces of mail that came in when the office 
was closed. 

Mr. Yates. Do your records at the office indicate whether the 
claims you have received were received through the Philippine office 
or through the office in the United States? 

Mr. GruuiLuanp. All of the claims that were filed here, sir, were 
immediately docketed. 

Mr. Yates. Were docketed as having been filed in this country? 

Mr. Yes. 

Mr. Yates. Do your records indicate in any way the claims that 
were filed through the Philippine office, or were they entered only 
pe ed were received in the United States from the Philippine 
office 

Mr. GruuinLaNnpb. Well, they are now being docketed as those files 
are examined. 

Mr. Yarss. There were no entries of claims that were docketed prior 
to the time that these cases of boxes were received in the United 
States? 

Mr. Gruuinuanp. I believe that is correct. 

Mr. Patuurrs. I am sorry, but I must make a ruling. We ap- 
parently are learning the hard way in this subcommittee—especially 
the Chairman. We think when we schedule something that it is 
going to take 15 or 20 minutes, and we ask the next people to be heard 
to come up and wait outside. Since you are coming back with this 
other information, the clerk will set another time for your hearing. 
Mr. Yates will continue his questions at that time. 

Mr. Yates. I will. I would ask, Mr. Chairman, that they furnish 
certain information. 

Mr. Puruures. Will you do that? . 

Mr. Yares. I would like to know how many employees the Philip- 
pine office had during the time that it was opened. You now say 
you have only one employee. 

When was your new Philippine office opened recently? 

Mr. Kennepy. In the latter part of May. 
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Mr. Yares. You have only one employee. I would like to know 
how many employees the old Philippine office had during that period 
of time, what they were classified as, and what they were supposed 
to do. I would like to know that when you come before us again. 

Mr. Tuomas. You recall that there were out there some 50 or 60 or 
75 or maybe 80 Army personnel over there digging up these records. 

Mr. Puatuurrs. I think they had some Filipino employees, from the 
Government. 

Mr. Tuomas. We made the Army bear that cost, so that they had 
quite a crowd over there. 

Mr. GiLuiLtitanp. Those are the records that are now in St. Louis, 
to which I referred a little while ago. 

Mr. Yares. All right. 

Mr. Puiuuirs. We will give you time for that. 

The clerk will set a time for you in the early part of next week. 

Mr. GILuILLaNp. The specific information is a table showing the 
number of claims by the processing and by categories. That will be 
very easy to prepare. 

Mr. Puiuures. This hearing will be adjourned until Tuesday morn- 
ing a 10 o’clock. 

Mr. All right. 


Turspay, 6, 1954. 


Mr. Puruuips. The committee will come to order. 

We meet again this morning to continue the hearings which we 
started last week on the request of the War Claims Commission for 
$400,000 for administrative expenses to be derived from the war 
claims fund, and also to increase the travel limitation to $8,000. 

The other day we were not only pressed for time, but there were 
certain figures you did not have regarding the action of the Com- 
mission, the number of claims filed, and the disposition of those claims. 
So, for the joint reason of lack of time on our part and the desire to 
have more information from you, we asked you to come back again 
today, and that is the explanation of the present hearing. 

I seem to have a series of papers here. Is this the statement you 
read last week, Mr. Gillilland? 

Mr. GILLILLAND. That is a supplemental statement which contains 
the figures on appeals. They were not given in this detail. 

Mr. Putuures. This will be authorized for insertion in the hearings. 
Do you want to make a statement on the basis of this data? 

Mr. GiuuiLianp. If you would like, I would like to have that made 
a part of the record, and then I have 1 or 2 comments about it. 
Would you like to have me read this into the record? 


SUPPLEMENTAL STATEMENT 


Mr. Putturrs. It will be put into the record now. You can do as 
you choose. 

(The statement is as follows:) 

We are here today representing the Foreign Claims Settlement Commission 


of the United States which was created July 1, 1954, under the provisions of the 
yaaa Reorganization Plan No. 1 of 1954 (83d Cong., 2d sess., Document 
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The Foreign Claims Settlement Commission of the United States absorbed the 
functions of the War Claims Commission and also the functions of the Interna- 
tional Claims Commission effective June 30, 1954. The fact that the new Com- 
mission has taken over the functions of the two abolished agencies does not re- 
move the war claims deadline date of March 31, 1955. 

In view of the fact that the request for funds to meet the cost of processing 
appeals constitutes by far the largest share of the new supplemental request, [ 
am going to address my remarks solely to that problem. r. Kennedy has some 
charts which go to all of the questions involved. 

No mention of appeals is contained in the War Claims Act. The act does 
rovide for an optional hearing on a claim which is denied in whole or in part. 
his procedure has been administratively designated an appeal. Under the old 

regulations a dissatisfied claimant is entitled to 6 months in which to appeal. 
We have reduced this to three. All disappointed appellants except those filing 
under Public Law 359 are entitled to file a petition for rehearing. Residents of 
the United States have 10 days; elsewhere 60 days. 

In the Commission’s third semiannual report, and for the period ending March 
13, 1951, the following appears: (P. 8.) ‘‘As of March 13, 1951, a total of 321 
formal appeals had been filed * * *” and (p. 9) ‘‘An Appeals and Hearings 
andes tr i been established.’”’ It was not indicated that any appeals had been 
processed. 

The fourth semiannual report and for the period ending September 13, 1951, 
stated that a cumulative total of 632 appeals had been received, and that 62 
appeals had been processed. 

The fifth semiannual report gave a cumulative total of 1,423 appeals and 371 
appellate decisions as of March 13, 1952. 

The sixth semiannual report, September 13, 1952, gave a cumulative total of 
2,159 appeals and 796 appellate decisions. 

The seventh semiannual report, March 13, 1953, gave a cumulative total of 
4,289 appeals and 1,262 decisions. 

The eighth semiannual report, September 13, 1953, gave a cumulative total of 
6,638 appeals and a cumulative total of 2,329 decisions. 

The ninth semiannual report, March 13, 1954, and which reaches over into 
our pions gave a cumulative total of 12,691 appeals and 9 cumulative total of 
4,079 decisions. 

During the period September 1, 1953, to February 28, 1954, the Appeals and 
Hearings Service produced an average of 274 decisions per month with a com- 
plement of 9 full- and 3 part-time employees or an average of approximately 23 
decisions per person. 

The old budget projected this to 28 people who at that rate would have produced 
approximately 644 decisions per month. 

The old budget anticipated a fiscal 1955 appeals load of 22,000 appeals to be 
completed by March 31, 1955, without any regard for time to petition for rehearing. 

At the old rate of 23 claims per person per month and with the projected number 
of personnel 28, and with 22,000 appeals to do, a period in excess of 34 months 
would have been required, again without any reference to time for petitions for 
rehearing. 

However, the estimate of 22,000 appeals did not contemplate the very conserva- 
tive estimate of 9,400 appeals to be received under Publle Law 359 and the per- 
haps not quite so conservative estimate of 5,000 appeals to be received under the 
Philippine claims previously overlooked. The total of the two, 14,400, is a 
reasonable estimate over and above the amount projected by the previous Com- 
mission. At a rate of production a little higher than any in fact attained by 
them and with the number of people engaged projected in the old budget it 
would have required approximately 4 years, 8 months, and 14 days to complete 
that appeals load, again without any regard to time for petition for rehearing. 

It is obvious that in order to meet this appeals load, 1 or both of 2 things had 
to happen. We had to step up the rate and we had to have more people. We 
have stepped up the rate. In the month of May it was 1,859 or 66 per man. 
Because we have already stepped up the rate we have been able to cut down the 
carryover to 19,827 instead of the 22,000 estimated. This is true despite the 
fact that actual appeals received, less decisions at the old rate, with the comple- 
ment projected in the budget, would have left on hand on July 1, 26,351 appeals 
and not 22,000. In other words we have already improved the situation to the 
extent of several thousand appeals. To this figure of 19,827 must be added the 
appeals load which was not included of 14,400 appeals giving a total of 34,227. 
At the rate of 66 appeals per man per month that figure would indicate 519 
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man-months. If the load were to be completed in 6 months a complement of 
87 am would be required in appeals and hearings. We are asking for the total 
of 76. 

Superimposed on the appeals load will be the petitions for rehearin Time 
and manpower must be allotted to take care of them before March 31. = yever, 
not all appeals are subject to petitions for rehearing. They can be processed 
after January 1. By diverting some of the complement of 76 to the early proc- 
essing of petitions for rehearing the appeals carryover past January 1 will be 
increased. However, it would appear that the two operations can be merged 
pretty well and that the number indicated will be about right to cross the finish 
line with both operations at the right time. We believe that the request for 
funds to compensate a total of 76 people in this section is accurate. 


War claims fund analysis, June 30, 1954 


Total deposits to the war claims fund (June 30, 1954) $210, 000, 000. 00 
Withdrawals: 

Payment of claims, BEC $19, 196, 641. 84 

Payment of claims, WCC 179, 000, 000. 00 

Administrative expenses, BEC 435, 894. 71 

Administrative expenses, WCC 3, 489, 317. 16 

GAO certificate of settlement 69. 
Redeposits to the war claims fund: 

of collections No. 


Schedule of collections No. 
14-54 
= Embassy in Ma- 


89. 21 


Total redeposits (collections) 1 4, 021. 98 
Total withdrawals 202, 117, 901. 23 


Balance in war claims fund June 30, 1954__.._______- 7, 882, 098. 77 
Funds required thru June 30, 1955: 
Payment of claims, BEC $2, 480, 163. 00 
Payment of claims, WCC (5, 583, 774. 00) 
Administrative expenses, BEC 90, 000. 00 
Administrative expenses, Cc 915, 000. 00 
Total funds required through June 30, 1955 (2, 098, 611. 00) 


Balance June 30, 1955, estimated savings 9, 980, 709. 77 


Estimated funds necessary subsequent to June 30, 1955, by 
BEC for completion of claims program 


Balance, war claims fund 1, 980, 709. 77 


Payment of claims, WCC June 30, 1954_____ __- : 179, 000, 000. 00 
Funds expended as of June 30, 1954. 142, 870, 775. 00 
Estimated funds to be expended in 
the future 30, 545, 451. 00 
——_—_——-————_ 173, 416, 226. 00 


Balance, payment of claims Mar. 31, 1955 5, 583, TTA. 00 


Payment of claims, BEC June 30, 1954 ” 196, 642. 00 
Funds expended as of May 31, 1954_-_ $18, 915, 517. 00° 
Estimated funds for expenditure 
through June 30, 1955____-------- 2, 761, 288. 00 


Total estimated expenditures through June 30, 1955_ 21, 676, 805. 00 
Additional funds required through June 30, 1955 2, 480, 163. 00 


Credit. 


|| 
Schedule of collections No. 
925. 19 
2, 234. 41 
¥ 
| 
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War claims fund analysis, June 30, 1954—Continued 


Estimated funds required to complete claims program___-._.. $8, 000, 000. 00 
Total funds required, payment of claims, BEC___--_-_- 10, 480, 163. 00. 
Balance, war claims fund, June 30, 1954__-_._.___.-_-_-__. 7, 882, O98. 77 
Add: Estimated savings, payment of claims, WCC_-__-_----- 5, 583, 774. 00 
Deduct: 
Administrative expenses WCC, fiscal 
$915, 000. 00 
Administrative expenses ‘BEC, fiscal 
1, 005, 000. 00 
Estimated naditional funds meee by BEC for completion 
Balanes, war fund... 1, 980, 709. 77 


Mr. Gituitianp. I believe I will then just call attention to 1 or 2 
things about it. 

I think perhaps some of the figures we submitted the other day might 
have been considered by the committee as an attempt to reflect on 
our predecessors. I want to again state there was no such intent. 
It seemed necessary to call the committee’s attention to them in 
order to show the predicament we are in. 

There may in fact have been some very good reasons for the former 
Commission processing appeals in the way in which it did. I may 
want to point out one of those in a moment. 

There is another thing about it: The way the appeals are treated 
may at a casual glance indicate a difference between the statement 
and the figures Mr. Kennedy will produce. My calculations in this 
statement are made on the basis of the total number of personnel 
involved, whereas the figures he has are made on the basis only of 
the total number of attorneys. I have included the clerks, stenog- 
raphers, and everybody else in getting at this calculation. 

Mr. Puitiips. We have to pay them, do we not? 

Mr. GituiLLaNnpb. That is right, but when we get down to the ques- 
tion of the rate of production per man he uses one figure, which is a 
division of the claims by the total number of attorneys involved in 
appeals, while I use the figure of all personnel involved in the work. 
Therefore, he has a higher rate. 

The other comment I want to make about this statement is this: 
This statement treats of the experience with experienced personnel. 
Additional personnel will not permit immediately, at least, a produc- 
tion rate so high. That is, it takes a period of time to train new 

eople. Some of these things are quite technical and they have to 
ts done very carefully. 

The next thing is this: We can only push expedition—that i is, speed 
in processing claims—so far, without endangering integrity of decision. 
I think we probably have pushed it about as far as it is safe to go 
because every claimant, every appellant, is entitled to a careful 
scrutiny of his appeal and fair treatment. We do not want to en- 
danger that. 
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Otherwise, I think the statement itself includes everything | care 
to say. 1 would like to call your attention to one other thing that is 
not spelled out in here, which is that at the rate of production per 
man, the highest achieved by the previous Commission, and with the 
complement of employees in appeals which was projected in the old 
budget, it would have required 4 years, 8 months, and 14 days to do 
the job. That is more than six times as long as we have to do it. It 
would have required an expenditure of $982,810 for appeals, which is 
twice as much as our total asking for appeals, old and new. 

Mr. Puiuuips. Let me get a couple of things straight in my mind. 

Mr. All right. 

Mr. Puruutrrs. This is a review of what has been said before. 


EXPIRATION OF LIFE OF COMMISSION 


You contemplate all your appeals will be filed and acted on by 
March 31, 1955? 

Mr. Yes. 

Mr. Puitires. When you speak of appeals, there will be time beyond 
that for appeals? 

Mr. No. 

Mr. Puiuures. That concludes the appeals? 

Mr. GruuiLuanp. This statement will demonstrate that this is 
projected with the thought in mind that all appeals on which there is a 
possibility of petition for rehearing would be completed by December 
31. There are some types of appeals that are not subject to petitions 
for rehearing. Those could be carried over into the next 3 months. 
The balance of the staff would be needed during that period to process 
the petitions for rehearing, so it would come out about even. 


TRANSFER OF FUNCTIONS TO FOREIGN CLAIMS SETTLEMENT COMMISSION 
UNDER REORGANIZATION PLAN NO. 1 


Mr. Puiturps, The second question has to so with this reorganiza- 
tion plan we were discussing the last time. This, perhaps, is a repeti- 
tion of what appeared before, but that reorganization plan has become 
effective? 

Mr. GiLuitiaNnpb. That is correct. 

Mr. Puiuures. No question was raised by the Congress, so it auto- 
matically became effective? 

Mr. GILuiILLaNb. There was an objection filed in the House, and 
hearings were held in Mr. Hoffman’s committee on the objection, but 
nothing came of it. 

Mr. Puiturrs. But as the War Claims Commission, you have no 
relation to this new Foreign Claims Settlement Commission of the 
United States? 

Mr. No. 

Mr. Puiuurres. We are appropriating money for the War Claims 
Commission. When your term of office expires, when.the life of the 
War Claims Commission is ended, if there were any money left in 

our treasury that would be turned back to the Treasury of the 
ederal Government? 

Mr. GILLILLAND. Well, maybe we had better refer to the plan on 


that. 
46868—54—pt. 2——_56 
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Mr. Tuomas. Off the record. 

(Discussion off the record.) 

Mr. GiLuitLanp. I have a copy of that here. 

Mr. Puiuures. Is Mr. Thomas’ statement correct? If there were 
money left over it would be simply turned over to the new organi- 

zation?! 
Cs Tuomas. It will be transferred; papers, personnel, funds and 
all. 

Mr. Personnel? 

Mr. Tuomas. Yes. 

Mr. GruuitLanp. This is the provision of the plan on that. Of 
course, the functions are transferred. He wants to know about the 
personnel and the property. 

Mr. Puiuurrs. I want to know: If there is anything in your War 
Claims Commission which is not completed by the time this Com- 
mission comes into existence officially and actively, then does the new 
Commission get all of your unfinished business? 

Mr. GituitLanpb. Yes, but I might say this on that point: I think 
that this committee will want to consider paragraph (c) of section 6 
of the reorganization plan in that connection. I have discussed this 
with the Bureau of the Budget on this particular thing. 

Mr. Puiuurrs. That would be page 5 of House Document 381? 

Mr. Kennepy. That is right. 

Mr. Putuurrs. Subsection (c) of section 6? 

Mr. GILuiLLaNnp. I believe it is. 

Mr. Puiuures. I will read it. 

So much of the personnel, property, records, and unexpended balances of appro- 
priations, allocations, and other funds employed, held, used, available, or to be 
made available, in connection with the functions transferred by section 2 of this 
reorganization plan as the Director of the Bureau of the Budget shall determine 
shall be transferred to the Commission at such time or times as the said Director 
shall direct. 

That answers my question; because in effect the money, the 
unfinished business, and the personnel are taken over only as the new 
Commission may be determined, and that determination is made 
by the Director of the Bureau of the Budget. 

Mr. That is correct. 

Mr. Puiwuips. All right. That answers the question. 

Mr. GrLuiLLaNnp. Could I comment just a little further on that, 
Mr. Chairman? 

Getting down to the question of whether or not any funds here in 
contemplation can be used for any other purposes than are contem- 
plated in the appropriation, or ond be used at any other time, I have 
discussed that point with the Bureau of the Budget, and they say it 
cannot be done; that this goes only to the immediate transfer now of 
funds and personnel to the new agency. If the money were appro- 
priated here to carry out the war-claims functions that can be used 

only for the war-claims function, and it is under all the. limitations of 
the old statute’ for the performance of the war-claims function, which 
must be wound up by March 31, 1955. 

Mr. Patuures. All right. 

Mr. GiuuitLaNnp. I thought I might illustrate the exact way it came 
up. It came up under the so-called Litvinov assignments under the 
jurisdiction of the new Commission, for which there is no appro- 
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priation. Nevertheless, under the terms of the statute the statute 
comes into operation now. 

I discussed with the Bureau of the Budget what we should do in 
that situation if — came in and wanted to file claims. The 
answer was that absent an appropriation we would not be entitled to 
spend a penny on it, and they would have to stand the way they were. 

Mr. Puiuurps. The next question is: If this effective date of the 
reorganization plan is supposed to be the Ist day of July 1954, then 
actually it is in existence right now? 

Mr. GiLuiLLaNb. That is correct. 

Mr. Kennepy. That is correct, sir. 

Mr. GiLuILLaND. I am the Acting Chairman under the designation 
of the President. 

Mr. Puiuuips. Then we really are dealing with the Foreign Claims 
Settlement Commission and not the War Claims Commission? 

Mr. GILLILLAND. I would think that is what it would have to be. 

Mr. Puiuups. Rather than the War Claims Commission? 

Mr. GriuuriLianp. I think that is right. It would be the funds to 
carry on the war claims activities. 


PUBLICITY FOR FILING OF CLAIMS 


Mr. Puiuurps. There is one other question which is still in my mind 
as unsettled. If you will remember, we had some argument over this. 
You referred to the terms of the previous acts of the Congress which 
you interpreted to say you should go out and give notice to all the 
people of the Philippines that they should come in and file claims. 
We felt that that had referred to a condition which existed some years 
ago and not at the present time. 

Do you want to say anything about that; because that is not clear 
in my mind and it may not be clear on the record. 

Mr. GruuuiiLanp. I told Mr. McGuire this morning I had not had 
a chance to go back into that, and if that question were reiterated I 
would turn it over to the General Counsel and let him discuss it. 

Mr. Puitures. Mr. McGuire, you see the point? 

Mr. McGutre. Yes, sir. 

Mr. Putturrs. You were here the other day? 

Mr. McGutre. Yes, sir. 

Mr. Puruuips. In reading this act it seemed to apply to a condition 
which existed in about 1949. 

Mr. McGuire. 1950 or 1951. 

Mr. Puiturps. To come now in 1954 and say you have to again 
notify all of these people seemed to this subcommittee to result only 
in a refiling of claims that had been previously filed, or to a suggestion 
to a lot of people who did not think they had claims that maybe it 
would be worthwhile to try to file claims. 

Mr. McGuire. Mr. Chairman, may I suggest to you first that this. 
was not directed solely at the Philippines; it was directed at any eligible 
claimant either in the continental United States or in the Philippines. 

May I go back and state that I was with the War Claims Com- 
mission at the time of the enactment of that Public Law 16 to which 
you are referring. I was quite well aware of what had transpired at 
the time, and as I indicated to the Chairman of the Commission the 
former War Claims Commission was quite well put to it on the floor 
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of the Senate at the time Public Law 16 was enacted. I might even 
go so far as to say they were fairly well castigated for not having gone 
out to the highways and byways and rounded up eligible claimants. 

Mr. THomas. Who castigated you? 

Mr. McGuire. Among others, Senator Chavez. It was in relation 
to that that I did suggest to the new Commissioner that this publicity 
should be given so that we could forearm ourselves against being 
criticized for not having done so in relation to Public Law 359 of the 
Congress. 

Mr. Parties. It is past history, but it seems to me there is some 
relation to the amount of money you are now asking for, in that it 
stirred up a number of claims, some of which are undoubtedly justified 
but some of which are undoubtedly repetitions of previous claims or less 
justified claims. 

Mr. McGuire. Mr. Chairman, I think maybe Mr. Kennedy can 
give you some better figures on this than I can. I will have to talk 
around it. 

But in relation to these Philippine claimants it was ascertained 
when the new Commission came into office that for some unaccount- 
able reason many thousands of claimants who had filed under section 
6 (b) of the act and who would again be eligible under section 6 (d) of 
the act—many thousands who had filed under 6 (b) had not filed under 
6 (d). It was in relation to that that we felt that somehow or other 
these people had not been advised of their rights under the act. 

Mr. GiLuiLLanp. I might just interject this one thing: We regarded 
it as a continuing duty, and that if it had not been fully semtoensea 

revious to the amendment it was one that needed to be completed. 

rroneously or otherwise, that was the view we took. We are quite 
confident that that was the view of the authors of the law, which I 
presume would carry through in its enactment, and was the primary 
reason for its enactment. 

Mr. Putuurps. That may be, but it would be a little unusual to 
find that you had to go out and notify people they had a right to claim 
under the conditions which existed previously in this War Claims 
Commission. I think they were notified. 

However, as I say, that is only of interest to us in that it refers to 
the amount of money you have to have to rework those claims. 


STATUS OF CLAIMS FILED 


You have here, Mr. Gillilland, a large sheet and a short sheet which 
have been handed to me and we will insert them in the record at this 
point (inserts A and B). 

(The charts are as follows:) 
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Both of these charts represent analyses of claims; in 9 categories on 
one and in 7 on the other. Will you tell us what those are? 

Mr. GituituaNp. I would like, Mr. Chairman, to refer that to the 
executive director, with your permission, who assisted in compiling 
them and is more familiar with the detail than I am. 

Mr. Putuures. I take it this is in reply to some of the questions 
that were asked, Mr. Kennedy? 

Mr. Kennepy. Yes, sir. 

Mr. Chairman, might I go back to that last point before I go into 
this, and bring out the fact that Public Law 359, which provided for 
the extension of the time for filing claims for inhumane treatment 
and forced labor, was approved by the President on May 13, and the 
deadline was extended to August 1, 1954. In effect that was an 
extension of the claims under Public Law 303, and we felt that the 

rovisions of Public Law 16 carried over into the claims that would 

e filed under this category. That is where the publicity was required 
to be brought about, so that the Philippine people would know that 
they were eligible under Public Law 359, sir. 

Mr. Putuurps. All right. Now tell us about these charts. 

Mr. GriuitLanp. I wonder if I could interrupt again on that, 
Mr. Phillips? As you discuss it, some of these things come back to 
me on it. 


PUBLICITY ON EXTENSION OF TIME FOR FILING CLAIMS 


I heard Mr. Hinshaw testify on this bill. He testified ahead of me- 
As a matter of fact, I do not know that he knew I was in the room. 
He testified first. We were watching this very closely, because of 
the importance of being given sufficient time to get the job done. It 
was going to put us in a box; the addition of this claims load; just 
like it does here. 

His testimony was that under the time for filing claims provided 
in the bill it would be difficult to get adequate word to the claimants 
and to get adequate publicity to them so that they would know of 
their rights or the fact that there had been an extension. You will 
understand that the old time for filing of claims had lapsed more 
than a year ago. 

I was asked the specific question, not only in the House hearings 
formally but in conference with the Senate people informally, as to 
whether or not we thought we could get adequate publicity. 

Of course, another thing I want to call your attention to is that we 
have spent no money for that purpose, unless you would say that the 
time of the persons on the payroll, taken up in preparing the publicity 
releases, would be such expenditure. We have paid no money to any- 
body to print anything. It has been just the preparation of the re- 
leases we have given out to the public through the press or Red Cross, 
for distribution that might be considered an expenditure. No part 
of the budget is involved in direct expenditure. 

Mr. Puruures. Now, Mr. Kennedy, would you proceed. 

Mr. Kennepy. This chart, sir, represents—— 
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STATUS OF CLAIMS 


My. Paruurrs. Which chart have you? The large one or the small 
one? 

Mr. Kennepy. The large one to which you just referred, sir. 

This represents the number of claims filed as of June 30. The last 
figures we used were as of May 31. We have gone back and brought 
these up to date as of June 30. 

In the first column is the number filed as of June 30. 

Mr. Putuurps. From the beginning? 

Mr. Kennepy. Yes, sir. 

Mr. Puruurrs. Total. 

Re! Kennepy. Down the column we show the claim category on 
the left. 

Column No. 2 is the number paid as of June 30. 

Column No. 3 is the dollar amount paid through June 30. 

Column No. 4 is the number of claims disallowed June 30. 

Column No. 5 is the dollar amount of claims disallowed. 

_ Column No. 6 is the estimated number to be allowed from here on 
in. 

Column No. 7 is the estimated dollar amount of those claims to be 
allowed. 

Column No. 8 gets into the appeals figures, which reflects the number 
of appeals filed as of June 30, 1954, and column No. 9 is the dollar 
amount of appeals filed. 

Column No. 10 represents the projection as to the estimated receipt 
of appeals. 

Column No. 11 represents the estimated dollar amount which 
would be paid, based on that estimate. 

Then column No. 12 is the actual number of appeals allowed June 30. 

Column No. 13 is the dollar amount of those appeals that have been 
allowed. 

Column No. 14 is the estimated allowance on appeals. 

Column No. 15 is the dollar amount of estimated allowances on 
appeals. 

Column No. 16 represents the total amount of money which we 
estimate to be required by claims categories, reflecting back on the 
left, which is the total of $30,545,451, which is the contingent liability 
on the claims-payment account through March 31, 1955, sir. 

Mr. Patiures. Now, somewhere in the process you have lost 4,024 
claims, which I presume I am to take for granted will not be allowed 
in the future? 

Mr. Kennepy. Well, sir 

Mr. Puruures. You have allowed 7,410 and have disallowed 11,866, 
and you expect to allow 152 more, which makes a difference of 4,024. 
I presume we are to take for granted, if I am correct, that those 
will not be allowed? 

Mr. Kennepy. There are approximately 4,000 that are in process, 
sir. 

Mr. Pururps. Then the number to be allowed in column 6 is not 
necessarily 152? It is 152 plus a proportion of the 4,000? 

Mr. Kennepy. There are 4,000, sir, that are in process which 

have not been accounted for here, sir. Until we adjudicate those or 
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else make an examination of those we would not know whether they 
would be approved or disapproved. There are 4,000 in that category, 

Mr. Puiuurps. I think I am wasting time. Tell me how you ar- 
rived at 152, on that top line. I a really take the totals and not 

the top line. 

Mr. Kennepy. The 4,000 difference you come up with is in the 
“Civilian internee claims” column. 

Mr. Puiuurps. I understand. I just took the figures on the top 
and they did not add up. 

Mr. Kennepy. Let me clarify that 4,000 figure, sir. We have 
4,000 claims that are in process now, which have been adjudicated 
and which probably will be paid but which have not yet been paid. 
Therefore, they have not been reflected as paid in the “Paid” column. 

Mr. Puiuurps. They are really in the process of being paid, though? 

Mr. Kennepy. Yes, sir. 

Mr. Puriuirs. What you have, really, is 100,000 you have not 
acted upon yet. 

Mr. Kennepy. Total workload, sir, we have not yet acted upon? 

Mr. Pariuips. 102,000. All I did was to add column 2 and column 
6 and deduct them from column 1. 

Mr. Kennepy. Yes, sir. 

Mr. Putturrs. That gave me a total of 102,239. This is now down 
on the bottom line. Those had not yet been included in this estimate. 

‘ : jumped to the conclusion you had not acted upon them. Am | 
right: 

Mr. Kennepy. That is correct. Including the estimates under 
Public Law 359 we would have claims yet to be acted upon, roughly, 
of 116,282, sir. 

Mr. Putuurres. I do not know where you got the extra 14,000, if it 
is supposed to be on that sheet. That makes 102,000, on your figures. 
— and add 6 and deduct them from 1, which is apparently your 
total. 

Mr. GiiuiLLaNp. Are there duplications involved in that, Mr. 
Kennedy? 

Mr. Kennepy. Yes, sir; there are some. 

I wanted to call your attention, sir, to the difference between these 
columns. On the attached chart, sir, we have claims received in 
column 1—550,787. 

Mr. Puruures. Finally adjudicated? That is concluded claims? 

Mr. Kennepy. Yes, sir. The number over here is 520,693. 

Mr. Puiuuips. That is right. 

Mr. GILuiLttann. The 550,000 are not concluded claims. 

Mr. No. 

Mr. Kennepy. The 550,000 are filed. 

Mr. Puttuips. The concluded claims are 472,575, which makes a 
difference of about 70,000 or 80,000. 

Mr. Kennepy. There are 30,000 duplicates in this 550,787. 

Mr. Putuurps. Then you have about 50,000. 

Mr. Kennepy. Column 1 minus the sum of column 2 and 4, less 
30,000. 

Mr. Purturpes. That about adds up. You really bave 48,118 claims 

you have not taken care of at the present time? 

Mr. Kennepy. Yes, sir. 

Mr. GiLuiLianp. Plus the new claims load. 
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Mr. Puruuires. Those new claims are estimated to be oguinaialy 
how many? 

Mr. GILLILLAND. 68,144. 

Mr. Putuuips. 68,144? 

Mr. Kennepy. And 21,144. 

Mr. Gruuitianp. I believe that figure is included. 

Mr. Puiuurps. The 21,000 is included? 

Mr. GiILuiILLAND. That is the correct figure I gave. 

Mr. Kennepy. Yes, sir. 

Mr. Puriuiurps. That makes 116,262. 

Mr. Kennepy. Yes, sir. 

Mr. Puiuures. All right. Have you finished with the large sheet? 

Mr. Kennepy. Yes, sir. 

Mr. Purtturrs. What is on the small sheet? 

Mr. Kennepy. This small sheet represents a distribution of adjudi- 
cations by fiscal years. We have these in turn broken down by 
category of claim on the left column. 

Column 1 is the total forms received. Then we have it broken 
down by fiscal year, into claims allowed by categories, claims dis- 
allowed, and giving the total claims adjudicated by fiscal year from 
1950 through June 30, 1954, which is the figure to which you just 
referred a moment ago, sir; 472, 575. 

; ae Puiturps. I think it was Mr. Thomas who asked particularly 
or this. 

Mr. Tuomas. You are going to add new claims of some 65,000 to 
this figure of 48,000, making a total of unadjudicated claims of about 
116,000. 

Mr. Kennepy. In arriving at the figure you seek, sir, it would be 
48,118 plus the 47,000 which we estimate we will receive under Public 
Law 359 and 21,144 which we estimate we will receive from the 
special Philippine projects. That will give 116,282, sir, as the remaining 
workload to be done. 

INCREASE IN PERSONNEL 


Mr. Tuomas. On your workload for the fiscal year 1953, you 
adjudicated 134,000 claims. Now you have approximately 6 months 
to go, or 7 months to go, and you have 116,000 claims, and you 
have practically twice as many employees as you had in 1953. That is 
to do uebiede of the workload. 

Mr. GriuuiLuaNnpb. No, that would not be true. We wound up the 
year with 174. This number of employees projected for 1955 is not 
anywhere near twice as many. 

r. Toomas. You had 220 on the payroll? 

Mr. Kennepy. No, sir; 174. 

Mr. Tuomas. 174; and with the additional employees you are 
asking for it will make it 220? 

Mr. GILLILLAND. Yes, but again I want to call your attention 
to the fact that the old budget does not project that many. 

Mr. THomas. How many employees did you have in the fiscal year 
1953? Do you have that figure? 

Mr. GILLILLAND. 174 is the way we wound up. 

Mr. Kennepy. In 1953, sir, we had an appropriation of $984,550 
which was comprised of the regular appropriation of $734,550 and a 
supplemental of $250,000. On the number of employees at that time, 
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the average number of employees was 194. The total number of 
claims adjudicated was 134,279, for a cost per claim of $7.33. 

Mr. Tuomas. When is the windup date you are shooting at now? 

Mr. Kennepy. March 31, 1955. 

Mr. Tuomas. How many months is that from now? 

Mr. Kennepy. Nine, sir. 

Mr. Tuomas. July, August, September, October, November, De- 
cember, January, February, March; 9 months. You have about 30 
to 40 more employees? 

Mr. Kennepy. No, sir. We have exactly 20—— 

Mr. Tuomas. 20,000 less claims? 

Mr. Kennepy. We have exactly 20 less employees, sir. 

Mr. Putuurrs. Twenty less or 20 more? 

Mr. Kennepy. Twenty less on the payroll right now, sir. 

Mr. Tuomas. With this extra money you will have it will give you 
about 30 more. It gives you 220 as against about 175. 

Mr. Kennepy. That 220 figure, sir, is the figure before deducting 
lapses. After we deduct that that would bring us down to a total 
revised request which we are making of 153 employees. 

Mr. Mr. Thomas 

Mr. Puiuurrs. Wait a minute. Let us clear that up, Mr. Gillilland. 
That is a statement that you have lapses and reductions in salary of 
70 people, or 67 people. You did not mean that. You show 194 
people average, last vear, and 174 now, which is 20 less than last year. 

Mr. Kennepy. No, sir. 

Mr. Putiures. You are asking 220. One hundred and seventy-four 
is an estimated net figure. The 220 is a full allotment. 

Mr. Kennepy. The 220 is based on a full-year basis. 

Mr. Puiturps. Then you gave a figure of 153. 

Mr. Kennepy. Yes, sir. 

Mr. GruuiLLaNnp. That is what was projected. 

Mr. Paiturps. Wait a minute. That is incredible. That is a 
reduction between the number you are asking for and the average 
daily number which you want us to accept of a figure of 67, or 33% 
percent. 

Mr. GruuitiaNnpb. That is correct. 

Mr. Kennepy. That is right, sir. We are asking for an increase 
of 66 employees in this supplemental request. 

Mr. Gruur~Lanp. I would be very happy, Mr. Chairman, if you 
would like to have me read that prepared statement I brought this 
morning, because it shows just exactly, down to the man-hour, why 
we need them. 


TERMINAL LEAVE 


Mr. Tuomas. What is the amount of terminal leave you have? 
$80,000? 

Mr. Kennepy. That is $85,000, sir, and that is based on the actual 
contingent liability against the agency for all the employees who are 
on the rolls in June. 

Mr. THomas. When our agency ceases to exist and the employees 
are transferred to another agency that agency will become liable for 
the terminal leave and your agency will not be. 

Mr. Kennepy. Yes, sir; but the same funds against which the 
charge is made are transferred along with those wit, an It would 
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be a continuation into the 1955 fiscal year of the same financial obliga- 
tion against the funds for which expenses are charged for the War 
Claims activity. 

NUMBER OF PERSONNEL 


Mr. Puiuures. Let us get this clear, because I certainly am not 
clear on it. What is there in your agency which causes a difference 
between the number of employees allowed and the number in average 
daily attendance? You have an occasional person who leaves, where 
you do not fill the position right away and all of that, but with 67 out 
of this figure that would be almost 35 percent. Something must be 
wrong somewhere. 

Mr. GiLuiLtLaNp. I think, Mr. Chairman, on that we have some 
good people working down in the agency, and of course up till this 
point the agency was by law to terminate on March 31, 1955, so that 
perhaps the situation was more aggravated before the Reorganization 
Plan than it is now, but even now no one who works down there has 
any assurance of any position whatever past the time of completing 
this load. So that a good man, a man with any spunk—as a matter 
of fact all of them—is constantly looking for some place else to light, 
where there is some permanency. It makes a great deal of difference 
in the separations as between our shop and one like the Treasury which 
goes i year after year and a person has a job so long as he behaves 
himself. 

Mr. Puituips. But you are being folded into another agency. 

Mr. GILLILLAND. Except that the claims load of the present Inter- 
national Claims Commission must be wound up by December 31, 
1954. This year ends it as it ends its claims load. Ours ends March 
31. Soon our presently assigned work there is no future for anybody 
with that agency. 

Mr. Puiiurs. Do you mean you are working now with only two- 
thirds of the number of people you are asking for as your staff? 

Mr. GiLuiLLaNp. No, it is a little more than that. 

Mr. Putuurrs. That is what it shows here. 

Mr. Griuitianp. I think we have 174, and the old budget asking 
was a little over 150, was it not, for that period? 

Mr. Puriurrs. But we are being asked to give you 220 people. 

Mr. GruuitiaNnpb. That is right. 

Mr. Puiuires. For next year. 

Mr. Yes. 

Mr. Puiurrs. Yet you say you only expect to have 153 of them 
working. 

Mr. Gruuituanp. I do not believe that is correct, sir. We con- 
template replacements when these people drop out. 

Mr. Puruurrs. But that is what Mr. Kennedy testified to here. 
That is why I am trying to get it clear on the record. 

Mr. Kennepy. Mr. Chairman, on page 8 of the supplemental we 
have given the breakdown of the personnel requirements. Under the 
regular 1955 budget on a full-year basis we asked for 146 employees, 
and in the revised estimate we are asking for 220 employees. 

Now, on a full-year basis in comparison with that we have on our 
rolls now 174 employees. Those figures which I gave you just now 
are before deducting the lapses. 
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Going back to the regular employees allowed in the regular 1955 
budget, there were 87, and our revised estimate, after deducting 
lapses, is 153, which we are asking for. 

Mr. Puixurs. That seems like a very unusual situation to me. 
That is that out of 146 people presently available you should have 
only 87 of them working and—— 

Mr. Kennepy. We now have 174 on our payroll. 

Mr. GiuuiLaNnp. They are all working and working hard. 

Mr. Puiuirs. What is the matter with my figures, then? I have 
taken them from your statement here. On page 8 you show 146 
people presently available, less lapses of 59, making 87 people, an 
average employee list of 87 people. 

Mr. GrLuiLtanp. That would be for the whole year, though, 
wouldn’t it, sir? That would run to July 1, 1955. 

Mr. Puruurrs. This is presently available? 

Mr. GILLILLAND. Well, that is the old budget projection. 

Mr. Puaruurps. I see what you mean. That is the estimate if you 
carried it through the year? 

Mr. GituiLuaNnp. That is right. You have to carry it through the 
year. 

Mr. Parties. Now you are asking for 220? 

Mr. GruuiLianp. That is right. 

Mr. Puiturps. You deduct lapses of 67, which gives you 153 people. 
You figure that—— 

Mr. GruuitLaNnp. Average through 1955. 

Mr. Puruurs. You mean you ask for 220 people on the basis of 
12 months? 

Mr. Kennepy. That is right, sir. 

Mr. GitumLaNnpb. No, 9 months. 

Mr. Puruurps. Wait a minute. 

Mr. Kennepy. Two hundred and twenty on the basis of a year. 
Then after deducting lapses 

Mr. Putuurrs. After deducting the lapses, you are deducting a 
quarter of a year, after you are out of business? Is that right? 

Mr. GrLuILLAND. That is right. That brings it down. 

Mr. Puiuurps. Well, what a way to do. 

Mr. GiuuiLtLANp. That brings it down to the 153. 

Mr. Puitures. You actually have a lapse—— 

Mr. Kennepy. Three months. 

Mr. Puiturps. What you really should be asking for is 165 for 3 
months and a lapse of about 10 percent, which is just about normal. 

Mr. GILLILLAND. We will have to have for this 9-month period, sir, 
more than 165 people. I do not think this job can be done without 
them. 

Mr. Puruutes. I may be very dense about this, but if you ask for 
220 people for 9 months, then that to me is not an average atteadance 
of 153 but an average of about 200 for 9 months. Maybe that is a 
different way of saying it. ; 

Mr. Kennepy. These figures are based on a 12-month need. 

Mr. Paiturps. Yes, that is obvious. I have finally found that out. 

I still think it is confusing in presenting it that way. If there are 
no other questions we will take it under advisement. These perhaps 
should be put in the record. 

Mr. Gituimanp. If you will read the statement I filed this morn- 
ing it spells the situation out clearly, I think, Mr. Chairman. 
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frankly do not see how we have any chance to meet this job unless 
we have a very substantial increase of personnel. In the Appeals 
Board is where the big increase is. We cannot squeeze more work 
out of the men we have down there now without severely endangering 
the integrity of decision. 

Mr. Puiuures. All of this money comes out of funds accumulated 
from liquidation of Japanese assets. What assurance have you that 
that money still is holding out? 

Mr. GiLum.LaNp. Our calculation shows a probable two million 
balance. There is an additional $15 million authorized by Congress. 

Mr. Puruurps. $15 million authorized out of taxpayers’ money. 

Mr. No. 

Mr. Puruuirs. Out of what? 

Mr. GILuiLiaNnp. Liquidation of Japanese assets. We ought to 
get through here clear with $17 million authorized remaining. 

Mr. Puruirs. Could we make it clear that you have to get through 
on $17 million? 

Mr. Tuomas. I think there is a limitation in the present language 
of the bill. It can be appropriated funds instead of out of war claims. 

Mr. Kennepy. We have a statement entitled ““War Claims Fund 
Analysis’”’ which gives you the status of the fund as of June 30. 

Mr. Putuips. I think that was put in the record. 

I think that is all there is, then. 


INCREASE IN PERSONNEL 


Suppose you get the money. I assume you will get it. What 
assurance have you that you can get the experienced personnel in the 
quantity that you want to jump right now to 74 more people than 
you have at the present time? Can you do it? 

Mr. GiLuILLaNp. Of course we cannot have absolute assurance of 
that, Mr. Chairman. I think what we have to do is to pick up 
lawyers as they are available, as you have an opportunity to get them, 
and then put them to work side by side with experienced personnel. 
Of course, they are all given a little indoctrination and instruction 
when they first come in. We have a little school for them and try to 
teach them as much as we can. 

Processes on appeal are examined by three people. 

Mr. Puiuurps. Are these all lawyers? 

Mr. GiLuiILLaNpb. People who do that are all lawyers. There is very 
little chance, although the human mind being what it is we cannot 
escape the fact we have an erroneous decision occasionally. But we 
try to do it fast and we try to do it thoroughly. 

Mr. Puiuures. Thank you very much. We will take this under 
advisement in executive session. 


RESTORATION OF PHILIPPINE OFFICE 


Mr. Kennepy. Mr. Chairman, I have a statement for Mr. Yates. 

Mr. Patiurrs. From him or for him? 

Mr. Kennepy. He asked specific questions at the last hearing and 
I told him I would supply the information. 

Mr. Puruuies. Put it in the record at this point, then. 

Mr. Kennepy. I[ will insert that in the transcript, sir. 

(The information referred to is as follows:) 
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At this time I would like to give you a brief picture of the Manila field office 
which was opened on November 1, 1950, and closed on May 15, 1953. 

The Manila office was opened for the purposes of disseminating information 
and to effect distribution of claim forms to all former members of the Armed Forces 
of the United States in the Far Kast who were prisoners of war of the Japanese, 
to civilian American citizens who were in hiding or were interned by the Japanese, 
in specified Pacific areas, and under section 7, to religious organizations affiliated 
with Americaa religious organizations in the United States, for reimbursement of 
fair value of supplies and/or services given members of our Armed Forces. In 
addition the office was to conduct all activities in the Philippines with the Philip- 
pine Government agencies and welfare organization and to thoroughly advise and 
help claimants in preparing their claims. To distribute claim forms, disseminate 
information, receipt and docket all claims, conduct of all business incidental to 
+ 7 these duties and to secure AGRD certifications from the Army in 
Manila. 

In carrying out t.is function the Manila field office was staffed with an average 
of 4 American officers and 25 local employees. The office was organized with a 
Director GS-14, in charge of the Philippine office; he had assigned to him a 
‘GS-13 technical adviser on the elements of costs involved in postwar reconstruc- 
tion. Under the Director, the position of office manager, GS-13, Manila branch 
office, was established. The Manila branch office had under it the Claims Service 
Section headed by a GS-12 officer. 

The Office of the Director was responsible for the overall direction of the Com- 
mission’s programs in the Philippines and conducted liaison with the United States 
and Philippine Government agencies. In addition, the office originated and 
directed the execution of the information and publicity program in the islands. 
The office manager served in a dual capacity as an assistant to the Director and 
he supervised the administrative operations of the field office. 

The Manila office docketed 144,067 prisoner of war claims under Public Law 
896 and 104,440 prisoner of war claims under Public Law 303 for a total of 248,507. 
Also transmitted but not docketed were approximately 4,946 civilian internee 
claims; 249 American prisoner of war claims under Public Law 896; 2,230 religious 
relief claims; 1,175 American prisoner of war claims under Public Law 303 for a 
total of 8,600 claims forms transmitted but not docketed. 

The material referred to in previous testimony as having been boxed and shipped 
to Washington consisted of correspondence from claimants inquiring as to the 
status of claims, informing the office of change of address and included applicants 
requesting application forms in order to file their claims under Commission 
Regulation 505. This material was composed of approximately 100,000 pieces 
of correspondence which had to be checked individually. 

This workload resulted from the decision to close the Manila office on May 15, 
1953, and from instructions issued from the Washington office (February 6, 1953) 
telling the Director of the Philippine office to acknowledge all 612 (Public Law 
303) claims without indexing, docketing or claim number. This was followed with 
another directive (February 12, 1953) to the Director of the Philippine office re- 
questing that wherever possible, claim numbers be inserted on WCC Form 612 
and mailed to Washington following their acknowledgment and also advising that 
requests for claims forms or any other printed material available for distribution 
through the Manila field office should be mailed without any covering letter but 
to make a notation on the piece of correspondence concerned as to what action was 
taken. Following these instructions a large portion of this material was boxed 
alphabetically by claim category and shipped to Washington where it, plus all 
the mail shipped in bulk after May 15, 1953, from the Br cma was to have 
been correlated with the incoming certifications from the St. Louis AGRD, which 
claims were in process (103410) when AGRD moved (January 19, 1953) its offices 
from the Philippines. This correspondence was not coordinated with incoming 
claims in the Washington office. There was therefore, no effective control point 
for the association of correspondence with claims. After the claims were proc- 
essed without being correlated with the above mentioned correspondence, it was 
too late. We necessarily, therefore, had to examine every individual piece of 
correspondence to ascertain whether it could be considered as an informal claim. 

As a result of this review there are 31,074 pieces of correspondence which could 
be interpreted as informal claims. If we send out this number of applications we 
conservatively estimate that we will receive 21,144 claims applications, all of which 
must be processed through the initial review and some through the hearing 
operation. 

The workload which we are now asking money to perform was, therefore, the 
result of the breakdown of the aforementioned plan. 


Mr. Phillips. Thank you, gentlemen. 
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THursbAy, 1, 1954. 


NATIONAL SCIENCE FOUNDATION 


INTERNATIONAL GEOPHYSICAL YEAR 


WITNESSES 


DR. ALAN T. WATERMAN, DIRECTOR, NATIONAL SCIENCE FOUN- 
DATION 

DR. DETLEV W. BRONK, PRESIDENT, NATIONAL ACADEMY OF 
SCIENCES; VICE CHAIRMAN, NATIONAL SCIENCE BOARD 

DR. L. V. BERKNER, VICE CHAIRMAN, SPECIAL COMMITTEE ON 
THE INTERNATIONAL GEOPHYSICAL YEAR, INTERNATIONAL 
COUNCIL OF SCIENTIFIC UNIONS 

DR. JOSEPH KAPLAN, CHAIRMAN, UNITED STATES NATIONAL 
COMMITTEE FOR THE INTERNATIONAL GEOPHYSICAL YEAR, 
NATIONAL ACADEMY OF SCIENCES-NATIONAL RESEARCH 
COUNCIL 

DR. L. M. GOULD, MEMBER, UNITED STATES NATIONAL COMMIT- 
TEE FOR THE INTERNATIONAL GEOPHYSICAL YEAR, NATIONAL 
ACADEMY OF SCIENCES-NATIONAL RESEARCH COUNCIL; MEM- 
BER, NATIONAL SCIENCE BOARD 

HUGH ODISHAW, ADMINISTRATIVE SECRETARY, UNITED STATES 
NATIONAL COMMITTEE FOR THE INTERNATIONAL GEOPHYSI- 
CAL YEAR, NATIONAL ACADEMY OF SCIENCES-NATIONAL RE- 
SEARCH COUNCIL 

WILSON F. HARWOOD, ASSISTANT DIRECTOR FOR ADMINISTRA- 

TION, NATIONAL SCIENCE FOUNDATION 


Mr. Puiiuips. The committee will come to order, please. 
We are here this morning to listen to representatives of the National 
Science Foundation discuss a request which comes to us in House 
Document 428 at page 7. This is a request for $2.5 million for this 
year, for the start of a full year’s program for the international geo- 
physical year. 
This item on page 7 is authorized to go in the record. 
(The information is as follows:) 


“NATIONAL SCIENCE FOUNDATION 


“INTERNATIONAL GEOPHYSICAL YEAR 


“For necessary expenses to carry out the purposes of the National Science Founda- 
tion Act of 1950, as amended (42 U.S. C. 1861-1875), as they pertain to the United 
States program for the International Geophysical Year, $2,500,000, to remain 
available until expended.” 

This proposed appropriation is recommended to assist in financing the United 
States program for the International Geophysical Year—a worldwide scientific 
undertaking involving concurrent research in geophysics by some 30 nations, 
beginning in 1957. The results of this research should benefit our international 
relations, national defense, agriculture, commerce, and industry. This under- 
taking involves sharing on a multilateral basis scientific data which will assist 
our own technological advancements in such fields as weather forecasting and 
control, radio communication and navigation, and upper atmosphere flight. 

The United States program will be generally confined to the Western Hemis- 
phere, including an anticipated expedition to the Antarctic. The appropriation 
recommended will coavidie for the immediate necessary supplementation of 
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existing research facilities. It is required at this time to permit the advance 
procurement of scientific equipment and to permit adequate planning for obser- 
vations to be made during the International Geophysical Year. An additional 
sum of approximately $10,500,000 will be needed for the fiscal year 1956 to cover 
the remaining costs of the program. 


JUSTIFICATION OF THE ESTIMATE 


Mr. Pariures. I believe we should also insert in the record the 
summary statement in the justifications, which begins on an unnum- 
bered page. We will also insert pages 1 and 2. 

(The information is as follows:) 


The international geophysical year designates a major research effort to be 
conducted cooperatively by many nations: 29 are now participants and others 
are expected to join. This program encompasses a many-faceted investigation 
of our planet: the surface and core of the earth, the oceans and their depths, the 
atmosphere. These features of our environment, particularly the atmosphere 
and the oceans, affect the daily lives of all individuals, the transactions of com- 
merce and industry, the safe conduct of land, sea and air travel and transporta- 
tion, and the range and reliability of all radio communiction and navigation 
systems. This environment controls, in these and many other ways, both the 
civilian and defense welfare of the Nation. 

Our knowledge of most of these fields is presently inadequate. In large measure 
this stems from the worldwide nature of geophysical events. Storms forming off 
the east coast of Asia may cause a cold wave to surge over the United States a 
week later, which may in turn create a new storm in the mid-Atlantic and subse- 
quent floods and snow avalanches in Europe. Solar flares create magnetic dis- 
turbances and may cause failure of all radio communications over an appreciable 
region of the earth. Each of the fields in the proposed etetnatiesal program 
(for example, meteorology, oceanography, ionospheric physics and cosmic rays) 
is characterized by its global nature and its relation to solar energy and dis- 
turbances. To advance in these fields accordingly requires measurements and 
observations all over the world. These measurements, for maximum results with 
minimum effort, must be made simultaneously by all nations so that the world- 
wide pattern in each field can be established and so that the relationships between 
fields can be determined. These technical considerations led to the proposal of 
the international geophysical year, and the period of time chosen for this inten- 
sive research program, 1957-58, was chosen largely because it coincides with 
a period of maximum sunspot activity. 

The program of the United States was formulated by the United States National 
Committee for the International Geophysical Year. This Committee was estab- 
lished by the National Academy of Sciences—National Research Council as the 
adhering body of the United States to the International Council of Scientific 
Unions. The Committee was assisted in its plans by leading scientists of the 
Nation in private laboratories, universities, and such Federal agencies as the 
Departments of Defense and Commerce. The United States program is a na- 
tional program, based on our Nation’s needs. It encompasses work under eight 
major categories: astrogeophysical measurements, meteorology, oceanography 
and glaciology, ionospheric physics, aurora and airglow, geomagnetism, cosmic 
rays, and rocket exploration of the upper atmosphere. The researches will be 
conducted in four major geographical regions of importance to our national in- 
terests: (1) Arctic and sub-Arctic, (2) middle latitudes of the Northern and 
Southern Hemispheres (including the United States, Central America, South 
America, and adjacent parts of the Atlantic and Pacific Oceans), (3) the equatorial 
Pacific (largely the Micronesia group of island possessions and Trust Territories 

of the United States), and (4) the Antarctic and sub-Antarctic. 

This program of basic research in the earth sciences will add appreciably to our 
knowledge and understanding of the several fields. It will-also, because geo- 
fom be data have immediate value in such fields as weather and radio frequency 
orecasting, provide technical information of immediate practical value. The 
interest of the Nation in both these areas has been carefully considered by many 
scientists, by the United States National Committee, and by the National Acad- 
say of Sciences. It has been reviewed and approved by the National Science 

ard. 

The interests of the Government in the program are exceedingly great. The 
several agencies having responsibilities in various areas involving or depending 
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upon geophysical phenomena are acquainted with the program. Members of 
several of their staffs have assisted in the formulation of the program. The 
Bureau of the Budget requested reviews by the Departments of State, Defense 
and Commerce, the Office of Defense Mobilization, and the Atomic Energy 
Commission. The National Science Foundation and the National Academy of 
Sciences have also consulted these agencies. Their letters of endorsement are 
presented in the appendix to this justification, 

The budget for the scientific program to be undertaken by the various nations 
is estimated to total approximately $100 millions. Each nation provides for its 
own funds; no pooling of funds or subsidies are involved. The United States 
scientific program calls for total expenditures of $13 millions. Of this, $2.5 
millions are required during fiscal year 1955 for the procurement of scientific 
equipment and instrumentation (e. g., upper atmosphere rockets and automatic 
ionospheric recorders) having a 2-year lead time; the remaining funds will be 
needed in fiscal year 1956. The program will largely be conducted by grants to 
private research institutions and universities; existing Federal facilities, where 
unique experience exists, will be utilized for the economic procurement of major 
items of specialized equipment. 


IMPORTANCE OF GEOPHYSICS 


On March 17, 1954, the President of the United States made a statement of 
fundamental significance on science and technology. In his opening sentences, 
the President declared: 

Science has a vital role in our Nation’s security and growth. During the past 
half-century, it has brought about a vast transformation in industry, in agricul- 
ture, in medicine, in transportation, and in communications. Military science 
has been revolutionized by technological development. The impact of science 
is increasingly felt in every field of public policy including foreign affairs. All 
this has been brought about through a combination of vision, initiative, business 
enterprise, a strong educational system, and the dedicated enthusiasm of the 
scientific community. 

The program here presented has direct relevance and far-reaching implications 
with respect to each of the areas stressed by the President. This comes about 
because geophysics (the science of the earth) is inextricably bound up with man’s 
major activities: More often than not, it determines what he can and cannot do 
in such fields as transportation, communications, and agriculture. The nature 
and structure of the earth also profoundly affect the growth and development 
of a nation and intimately affect the relations of one nation with another. 
Progress in various human activities is thus tied to a better understanding of 
our environment, and perhaps from a long-range point of view even survival 
depends upon advances in our knowledge of the earth and atmosphere because 
change is characteristic of nature. Regions today fertile and fruitful are under- 
going transformations that may make them sterile and uninhabitable, Regions 
now populated and heavily industrialized may in the future be beneath the 
oceans if the present warming up of the polar regions long continues. 

With respect to progress in geophysics, we appear to be, scientifically speaking, 
in a situation comparable to that confronting nuclear physics just before World 
War II. Starting with Becquerel’s discovery of natural radioactivity in 1896 and 
continuing with successive discoveries of the particles of the atom, atomic and nu- 
clear physics witnessed a progression that reached its climax in the successful fission 
of matter by Hahn and Strassmann in 1939: At that moment the possibilities 
of atomic energy were made feasible. The field of electronic computers and 
information processing machines affords another example where considerable 
background work over a long period provided the basis for intensive recent 
developments which have now opened up a host of scientific, industrial, and 
commercial fields to the possibility of automation. 

Geophysics similarly has had a long period of incubation during which significant 
advances have been made. Weather forecasting on a short-time basis and over 
limited regions has improved during this century. The general nature of the 
aurora—those brilliant electric displays in the polar regions—is known, and the 
aurora is no longer a magical event. Within the last 25 years, a good deal has 
been learned about the ionosphere—that region of rarefied gases between 50 and 
250 miles above the earth’s surface which makes possible the transmission, by 
reflection, of radio waves over long distances. 

The sum of knowledge now available in geophysics, combined with the advances 
in various related fields of science, provides the basis for a major, consolidated 
move ahead. Unlike the discovery of nuclear fission, the immediate impetus is 
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not a single experiment: it is a combination of several critical tools—electronic 
instrumentation, automatic computers for analyzing the large bodies of data 
characteristic of this field, and the recent availability of rockets, which permit the 
direct observation of the upper atmosphere, never before possible. 

The fields of geophysics, however, present complexities unknown, for example, 
in atomic and nuclear physics. In the latter experiments can be performed jn 
the laboratory; in geophysics the laboratory is the world itself. The laboratory 
scientist controls the conditions of his experiment; in geophysics the experiments 
are, in a sense, performed and controlled by nature. These attributes of geo- 
physics mean, technically speaking, that the problems are global and even inter- 
stellar in nature and that large quantities of data are required, gathered through- 
out the world. 

Our Nation is faced with such practical problems as the better forecasting of 
weather, the better prediction of useable radi» frequencies for communication and 
navigation, and the better knowledge of the upper atmosphere for air transporta- 
tion, for missile flight, and even for man-made satellites revolving about the earth, 
Both our civilian and defense economies call for added basic knowledge in the fields 
of science relevant to these activities. Such knowledge offers not only advances 
in these and related areas but has an immediate and practical impact upon the 
Nation’s economy and well-being. For example, a recent suddent storm, unpre- 
dicted because basic knowledge of meteorology is presently inadequate, had as 
one of its consequences the destruction of aircraft valued at approximately $10 
million. A shift in upper atmosphere winds may result in the carrving of radio- 
active particles from an atomic bomb experiment to unexpected regions. These 
are but two examples that indicate the need for better knowledge in geophysics. 
Such knowledge is the objective of the proposed program. 


INTERNATIONAL ASPECTS 


Geophysical measurements on a worldwide basis 


The international geophysical year (IGY) is a major research undertaking in 
the earth sciences—those sciences that are concerned with astrogeophysical 
measurements, meteorology, oceanography and glaciology, ionospheric physics, 
aurora and airglow, geomagnetism, cosmic rays, and rocket exploration of the 
upper atmosphere. This undertaking 1s international in nature, for each of these 
fields requires the making of observations and measurements on a worldwide 
basis, for the problems are global in character. Moreover, these fields are scienti- 
fically intermeshed, so that maximum progress can be made only if the technical 
work in all the fields is performed simultaneously in both space and time. Thus, 
the compelling reasons tor the worldwide program include the following: to observe 
phenomena simultaneously and to secure geophysical data from all parts of the 
earth, and to conduct this effort on a coordinated basis by fields and in space and 
time so that the results secured not only by American observers but by others can 
be correlated in a technically meaningful and productive manner. 

Considerable effort has already gone into planning the overall program: both 
on a national and international basis leading scientists have formulated the neces- 
sary scientific projects and activities. Thus, in one sense, the international 
geophysical year has already begun, and activity will increase over the next few 
years, culminating in intensive studies during calendar years 1957 and 1958. 

That problems of a geophysical type could benefit from international coopera- 
tion was puement in 1882-83 when the first polar year was launched and, again 
in 1932-33 when the second polar year was undertaken. Both of these ventures 
were limited in space and in scope: regions of the North Pole were the subject of 
study. Though the results that accrued were therefore limited (in contrast to 
expectations from the current global program), one can cite that a single area 
yielded rewards far exceeding expectations: the studies during the second polar 
year of the ionosphere, by techniques then recently developed, gave rise to com- 
munications data that have been estimated to have a value in the hundreds of 
millions of dollars. 


IGY inatiated by the International Council of Scientific Unions 

The proposal for the present international geophysical effort originated in the 
International Council of Scientific Unions (ICSU), which consists of the various 
specialized international scientific unions. Toward the end of 1952, in considera- 
tion of the scientific aspects outlined above, ICSU deemed it of value that the 
international geophysical year program be pursued. In order that advantage be 


taken ¢ 
period 
for pla 
nations 
undert: 
States 
establi: 
States 


Mr 
recore 


over | 
desira 


(TI 


Astroge 
Meteor 
Oceano 
lIonosp! 
Aurora 
Geoma 
Cosmic 
Rocket 
Techni 


01 


Dr. 
amou 
Mr 

|_| 
Tr 
Unit 
Rese 
The 
priot 
repr 
Tl 
fisca 
men 
bala 
T 
tech 
peri 
will 
scie! 
on t 
for 
obli 
pra 
the 
T 

faci 
to 
equ 
inte 
the 


899 


taken of a period of maximum solar activity and of the concurrent eclipses, the 
period 1957-58 was selected. ICSU accordingly established a special committee 
for planning on an international scientific level, and adhering bodics of the various 
nations were called upon to establish national committees for the planning and 
undertaking of the program of specific nations. The adhering body in the United 
States is the National Academy of Sciences, National Research Council, which 
established a United States national committee for the preparation of the United 
States program, 

Mr. Puiuutps. I have no doubt there will be other pages to go in the 
record, especially back about page 68. 

Dr. WATERMAN. Page 15 gives the total summary by fields, and the 
amounts, 

Mr. Putiurps. We will make an arrangement that the clerk will look 
over the sheets, and as a result of the testimony any pages which are 
desirable to go in the record are authorized to go in. 

(The information is as follows:) 


Summary of estimated obligations by field and fiscal year 


Fiscal year | Fiscal year 
Field 1955 1956 Total 

Astrogeophysical measurements..........-..----.------------- $42, 000 $296, 900 $338, 900 
Meteorology. 0 2, 083, 000 2, 083, 000 
Oceanography and glaciology 0 1, 618, 000 1, 618, 000 
Ionospherie physies._-..-.-.- aoe 672, 000 1, 559, 600 2, 231, 600 
280, 000 1, 424, 000 1, 704, 000 
tdi puticntiicdatntdibetegtneinktunccunimmnintines 0 1, 424, 600 1, 424, 600 
0 1, 172, 800 1, 172, 800 
Rocket exploration of the upper atmosphere__-............---- 1, 359, 000 361, 800 1, 720, 800 
wun 115, 000 559, 300 674, 300 
2, 468, 000 10, 500, 000 12, 968, 000 
32, 000 0 32, 000 
2, 500, 000 10, 500, 000 13, 000, 000 


THE ESTIMATE 


The United States program was formulated and estimates developed by the 
United States national committee of the National Academy of Sciences, National 
Research Council, in cooperation with several hundred leading American scientists. 
The National Science Foundation subjected each program to an intensive analysis 
prior to submission to the Bureau of the Budget to assure that the estimate 
represented minimum requirements. 

he estimate totals $13 million of which $2,500,000 is the minimum necessary for 
fiscal year 1955, primarily for the procurement of scientific instruments, equip- 
ment, facilities, and rockets requiring approximately 2 years’ lead time. The 
balance, $10,500,000 will be included in estimates for fiscal year 1956. 

The program is divided into major scientific fields, with an additional item for 
technical direction. While the obligation period begins in fiscal year 1955 the 
period of intensive, synchronized international observations and measurements 
will occur in 1957-58. At that time it is estimated that about 150 American 
scientists and some 180 supporting personnel will be employed, but few will be 
on the Federal payroll. Of the appropriation requested for 1955, only $32,000 is 
for Federal personal services. With this exception, the entire program will be 
obligated under object 11 (grants) in accordance with the foundation’s established 
practice in supporting basic research. The table on the preceding page distributes 
the estimated obligations by field and fiscal year. 

The table on the following page lists the scientific instruments, equipment, 
facilities, and rockets, which must be ordered early in fiscal year 1955 if they are 
to be available from industry and at the observation stations by 1957. ‘Title to 
equipment will remain with the Federal Government through the period of the 
international geophysical year with final disposition to be made thereafter in 
the best interest of the Government. 


900 


Fiscal year 1955 procurement requirements 


Field and item | Number | Amount 
Astrogeophysical measurements: 

High dispersion spectographs._................-.-.-.....- $15, 000 2 , 000 
White light coronal 12, 000 1 12, 000 
Ionospheric physics: 
30, 000 “4 420, 000 
10, 000 13 130, 000 
Recorders... 8, 000 4 32, 000 
High-power transmitters___._.._.......-.......-.....-.-- 20, 000 2 40, 000 
Aurora and sirglow: Ta 
12, 000 2 24, 000 
Multifrequency eurore] noise receiving set al a 30, 000 1 30, 000 
Radar-type observing units 3, 500 20 70, 000 
12, 000 13 156, 000 

Rocket exploration of the upper atmosphere: 4% 


Mr. Puriurps. Dr. Waterman, have you a statement you want to 
make? 


Dr. WATERMAN. Yes, sir. 


Mr. Paiuurrs. This is not a duplication of your summary statement? 
Dr. Waterman. No, sir; it is not. 
Mr. Puiuurrs. Proceed, please. 


‘GENERAL STATEMENT 


Dr. Waterman. Mr. Chairman, we are appearing before the com- 
mittee today on a special supplementary appropriation item having 
to do with the prospective United States program for the coming 
international geophysical year to take place in 1957 and 1958. 

The President cantusek’ his views on the United States program in 
a recent letter to the Chairman of the National Science Board, which 


will provide a summary view of the program’s objectives, and which I 
should like to read at this time. 


Dear Dr. Barnarp: I appreciate your letter with respect to the United States 
program for participation in the international geophysical year. 

I am glad to support this undertaking. It is a striking example of the oppor- 
tunities which exist for cooperative action among the peoples of the world. % I 
understand it, some 30 nations will unite their scientifie resources for a simul- 
taneous effort, extending over 2 years, to penetrate the basic geophysical forces 
which govern the natural environments in which we live. Under especially favor- 
able conditions, scientists of many nations will work together in extending man’s 
knowledge of the universe. The findings of this research will be widely dissemi- 
nated throughout the world, aiding in the further development of telecommunica- 
tions, aviation, navigation, and weather forecasting. It is doubtful whether any 
single nation could undertake such a program. Acting in concert, each partici- 
pating nation, contributing within its means, secures the benefits of the program. 

The United States has become strong through. its diligence in expanding the 
frontiers of scientifie knowledge. Our technology is built upon a solid foundation 
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of basie scientific in uiry, which must be continuously enriched if we are to make 
further progress. The international geophysical year is a unique opportunity to 
advance science, while at the same time it holds the promise of greater technological 
gains both for ourselves and for other nations. 

I am sure that our participation in this far-reaching effort will very materially 
strengthen our bonds with the many cooperating nations and make a constructive 
contribution toward the solution of mutual problems. 

Sincerely, 
Dwicut D. E1isENHOWER. 

The geophysical year is entirely separate and distinct from the reg- 
ular programs of the National Science Foundation. The President 
has established it under a separate appropriation title, and the funds 
contemplated for this program have no relation to the regular appropri- 
ation to the Foundation. 

You understand that the United States geophysical year program is 
handled entirely by this country, but in keeping with a general plan 
which is worldwide in scope. 

On November 25, 1953, the National Science Foundation was re- 
quested by the Chairman of the National Research Council to consider 
the financing and administration of the United States national pro- 
gram for the geophysical year. This was done on the grounds that 
this undertaking is a proper responsibility of the United States Goy- 
ernment in view of its many interests inthe program and the anticipated 
results, as the President has mentioned, and that the National Science 
Foundation is the appropriate Federal agency, by virtue of its enabling 
legislation, to act on behalf of the Government with respect to the pro- 
gram. The program is preeminently national in character and scope, 
and involves cooperative and coordinated efforts by many Federal 
agencies and private institutions. In response to this request, the 
National Science Board held a hearing on the United States national 
geophysical year program on December 7, 1953. After intensive 
study by the Foundation during December and January, on January 
29, 1954, the Board unanimously endorsed the program and estimates, 
and authorized the Foundation to work with the United States national 
committee in the preparation of a budget for submission to the Bureau 
of the Budget and the Congress. 

Several departments and agencies of Government have substantial 
interests in this program. It has been discussed with their represent- 
atives directly concerned. The Departments of Defense, State, 
and Commerce, the Atomic Energy Commission, and the Office of 
Defense Mobilization have endorsed the program, and letters present- 
ing their respective views are included at the end of the budget justifi- 
cation before you. 

The total estimated cost for this major and potentially very valu- 
able program is $13 million. Of this amount, we are here today 
to request your consideration of an appropriation of $2.5 million 
needed to purchase scientific equipment which must be ordered now 
because of its long production lead time. The remaining $10.5 
million will be submitted for your detailed consideration during the 
next session of Congress. 

The principal witnesses present with me today are Dr. Bronk, 
Dr. Berkner, Dr. Kaplan, and Dr. Gould. Their affiliations with the 
are are indicated on the list of witnesses. I have with me 

rief biographical sketches of these distinguished scientists, which 
you may desire to have included in the record. Dr. Bronk plans to 


outline briefly the relations of the geophysical year !to the National 
Academy of Sciences, Dr. Berkner is prepared to present the world- 
wide aspects, and Dr. Kaplan is here to review the United States 
national program for the geophysical year. 

May I call on Dr. Bronk, Mr. Chairman? 


Mr. First of all we will insert a copy of the biographical! 
notes in the record at this point. 
(The information is as follows:) 


BioGRAPHICAL NoTes 


Dr. Detley W. Bronk, formerly president of Johns Hopkins University, is now 
president of the Rockefeller Institute for Medical Research and president of 
the National Academy of Sciences. He is also vice chairman of the Nationa! 
Science Board. He has served the Government in many ways: member of the 
Naval Research Advisory Committee for Aeronautics, member of the Advisory 
Committee on Biology and Medicine of the Atomic Energy Commission. He is 
a trustee of the Philadelphia Institute of Cancer Research and of the Woods Hole 
Oceanographic Institution. 

Dr. Lloyd V. Berkner is president of Associated Universities, Inc., which 
operates the Brookhaven National Laboratories, He is a member of the United 
States National Committee and vice chairman of the International Council of 
Scientific Union Special Committee for the Geophysical Year. His diversified 
technical experience includes work in geophysics, electronics, and nuclear physics 
He was head of the Electronics Material Branch of the Navy Bureau of Aero- 
nauties during the war, and served as executive secretary of the Research and 
Development Board of the Department of Defense (1946-47). 

Dr. Joseph Kaplan, chairman of the United States National Committee for the 

physical year effort, is professor of physics at the University of California in 

s Angeles. His own researches in geophysics have been many and distinguished, 

rticularly in the geochemistry, kinetics, and dynamics of the upper atmosphere. 

e has had a distinguished record of service with the Air Force, training some 
12,000 weather observers during the war, and is a member of the Air Force Scien- 
tific Advisory Board. 

Dr. Laurence McKinley Gould, member of the United States National Com- 
mittee and chairman of its Antarctic Regional Committee, is president of Carleton 
College in Minnesota. Dr. Gould is widely recognized as a geologist, geographer, 
and scientific explorer. He was second in command of the Byrd Antarctic 
Expedition in 1928-30. He is a member of the Board of Governors of the Arctic 
Institute of North America and served as chief of the Arctic Section of the Army 
Air Force in 1942-44. He is a member of the National Science Board, and he has 
recently been appointed a director of the Ford Foundation. 


(Thereupon, a short recess was taken.) 

Mr. Puiuurps. The hearings will resume. 

You were about to introduce your witnesses, Dr. Waterman. 

What I now say is not for the object of brevity, because I do not 
want you to reduce anything you need today, nes a record should be 
made, but this is so that you gentlemen who are not accustomed to 
coming before this committee or any other appropriations committee 
frequently will understand the situation. 

There are two parts to what will be said this morning. The first 
part might be called the justification for the idea of a geophysical 
year. e would be very glad to hear it. We might agree without 
any argument at all that this is an extremely good idea and should be 
carried out. However, there would still be the objective cf an appro- 
priations subcommittee, which is to find out exactly how much it 
ought to cost, how much we ought to appropriate, and from where the 
money should come. That is the duty of this subcommittee. We 
are less interested in the idea of whether or not it should be carried 
out, for usually another committee considers that for us, than we are 
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interested in the exact amount of money which ought to be appro- 
priated for the specific object before us. 

If you gentlemen will keep that in mind you may understand better 
some of the questions which will be asked you. 

Now, Dr. Waterman, do you want to call on Dr. Bronk? 

Dr. WATERMAN. Yes. e will give you the setting, which is 
intimately connected, of course, with the budget requirements. Dr. 
Bronk will speak about the National Academy’s interest. 


INTEREST OF NATIONAL ACADEMY OF SCIENCES IN PROJECT 


Dr. Bronx. Mr. Chairman, I will speak very briefly as president of 
the National Academy of Sciences in order to define our position in 
this activity. 

We agreed, and agreed gladly, to sponsor the planning of the 
American participation in this overall undertaking under a com- 
mittee of distinguished scientists, of which committee Dr. Kaplan is 
chairman. The reason why after very careful thought and conferences 
with many scientists of this country and abroad we gladly agreed to 
sponsor this undertaking was because in the first place it has such a 
very great potential impact upon our national interests and national 
welfare, because of its consideration of important atmospheric prob- 
lems which affect radio communications, because of its influence on 
the better determination of weather conditions and through that on 
transportation and agriculture, and in general because of influence 
upon a better understanding of so many of our environmental 
conditions. 

Secondly, we were impressed by the high degree of international 
enthusiasm for this undertaking. This led us to believe that it was 
extremely important from a national point of view to be in a position 
to benefit from the information which would be derived from investi- 
gations carried out by scientists of other countries. 

Thirdly, we were impressed by the fact that this would give the 
United States a unique opportunity to demonstrate its scientific 
leadership. We felt that because of present discussions with regard 
to the proposals relating to the development of international coopera- 
tion on peaceful uses of atomic energy it would be only natural and 
indeed necessary for us in this undertaking, which already has such 
warm international cooperation, to participate in this so that our 
position of leadership would not be denied by our lack of participation. 

From a purely practical standpoint, also along the lines of justifica- 
tion, I might say that I personally was greatly impressed by this 
undertaking when I considered my part in aviation in World War II. 
When I was flying with the Navy in the First World War meteoro- 
logical considerations limited us to about a 2-hour flying span. I was 
flying out of Pensacola and Miami. It did not make any difference to 
us how the weather varied beyond 120 miles. 

Then when I was the coordinator of the Air Force meteorological 
research in the Second World War, I became impressed more than 
ever before that what we were interested in was not so much the 
weather along the Atlantic seaboard, but we were interested in the 
weather in Labrador, Iceland, Greenland, and the British Isles, and 
we could make those predictions only by an understanding of world- 
wide weather conditions. 
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These are the reasons, sir, why the National Academy ot Sciences 
agreed to sponsor the planning of United States participation in this 
undertaking, and we then felt that it would be proper for us to refer 
in a cooperative way the execution of the program to the National 
Science Foundation which has been established for such purposes. 

That, I think, is all I have in the way of a formal statement. I will 
be very glad to answer any questions you may have, sir. 


ADMINISTRATION BY NATIONAL SCIENCE FOUNDATION 


Mr. Patties. I will interrupt Dr. Waterman’s orderly presenta- 
tion to ask a few questions. 

In this last statement you made you said that the National Science 
Foundation had been created for such purposes. Is that a fact? 
Does this pot go outside of that area a little bit? 

Dr. Bronx. You mean geographically, or in scope? 

Mr. Puittirs. What would you say? 

Dr. Bronx. Insofar as the National Science Foundation is created 
to facilitate and further the Government’s participation in funda- 
mental scientific investigations we felt that this was the appropriate 
agency for the execution of such a program as this. 

Mr. Puiiiies. What I had in mind was that this is an international 
problem, as I understand your testimony. 

Dr. Bronx. It is international largely, Mr. Chairman, in the sense 
that there will be simultaneous studies carried out in England, Sweden, 
Norway, Holland, Belgium, Canada, and Australia. 

Mr. Puitures. But not by the same commission. 

Dr. Bronx. There will be an international commission, but also 
there will be a United States National Committee, of which Dr. 
Kaplan is the head. 

Mr. Purturrs. We are financing today the United States com- 
mittee only? 

Dr. Bronk. Only the United States committee. 


AUTHORIZATION FOR INTERNATIONAL RESEARCH ACTIVITIES 


Dr. WarerMaNn. I can quote our act, Mr. Chairman, on the 
authorization. 


Mr. Puiuurps. Give us the citation, please. 


Dr. WarreRMAN. Section 13 (a) of the National Science Foundation 
Act of 1950 says: 


Sec. 13. (a) The Foundation is hereby authorized to cooperate in any inter- 
national scientific research activities consistent with the purposes of this Act 
and to expend for such international scientific research activities such sums 
within the limit of appropriated funds as the Foundation may deem desirable. 
The Director, with the approval of the Board, may defray the expenses of repre- 
sentatives of Government agencies and other organizations and of individual 
scientists to accredited international scientific congresses and meetings whenever 
he deems it necessary in the promotion of the objectives of this Act. 


Obviously, this authority is subject to review by the State Depart- 
ment. 


Mr. Tuomas. Is that the original act, or the amendment passed 
last year? 
Dr. Waterman. This is the original act, sir. 
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GEOPHYSICAL YEARS 


Mr. Patiurrs. Dr. Berkner, I think you said there had been one 
of these geophysical years in 1800? 

Dr. Berkner. 1882. 

Mr. Pmutips. And then one in 1932, and then there is this one 
coming up in 1957. That is 25 years. Is there any relationship 
between the years and the geophysical requirements? 

Dr. Berxner. There is, Mr. Chairman. The first 2 geophysical 
years took place at times of sunspot minima. It was desired that 
this geophysical year take place at sunspot maxima. The next 
opportunity for a geophysical year will occur in about 1969 or 1970. 
Normally it would be spaced at periods on the order of two sunspot 
cycles apart. 

PARTICIPATION BY OTHER COUNTRIES 


Mr. Puiturpes. You spoke, Dr. Bronk, of this international enthusi- 
asm for this, and the United States participation. Will you tell me 
what other nations are engaged in this project at the present time? 

Dr. Bronx. I think, Mr. Chairman, if | might, I would like to 
ask Dr. Berkner to answer that question, because he is Vice Chairman 
of the International Committee. 

Mr. Patures. All right. Dr. Berkner, I want to know what 
nations are engaged in this cooperatively with us or separately. 

Dr. WarrerMAN. On page 5 they are listed. 

Mr. Putuuirs. Maybe we can just insert page 5 in the record. We 
will insert page 5, beginning with item No. 3. 

(The information is as follows:) 


INTERNATIONAL COOPERATION 


As of April 1954, 29 nations had signified that they would participate in the 
program: 


Argentina Germany Norway 

Australia Great Britain Pakistan 

Austria Greece Spain 

Belgium India Sweden 

Brazil Israel Switzerland 

Canada Italy Tunisia 
Czechoslovakia Japan Union of South Africa 
Denmark Morocco United States 

Finland Netherlands Yugoslavia 

France New Zealand 


The technical scope and fiscal magnitude of the effort to be expended by other 
nations during the international geophysical year cannot be specifically ascer- 
tained at the present time. In part the reason is that the other nations are in 
the same position, roughly, that the United States is in—namely, preparation of 
their programs and budgets. At the present time, the following can be said 
about the extent of participation of other nations: First, more than 29 nations 
will participate; each one is expected to provide special government funds for 
its own IGY program. Second, the technical plans of each of these nations indi- 
cate that on a pro-rata basis other nations, by and large, plan to expend more than 
the United States. Third, an estimate of the total IGY effort indicates an ex- 
penditure of some $100 millions, the basic United States program being about 
one-eighth of the total. In connection with such figures, it should also be realized 
that the interest of each nation is a governing factor: the funds of each nation 
are for expenditure by that nation for activities it deems necessary, for the pro- 
gram does not represent pooling of funds or the provision of subsidies. Fourth, 
some indication of the scope of operations on the part of other nations can be 
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obtained from examples of specific projects: Australia, asa part of a broad rogram, 
has included Antarctic and rocket studies, and has already established an Ant. 
arctic scientific station. France, as part of its program, also indicates that it 


bo engage in rocket work, an activity calling for appreciable expenditure and 
effort. 


EXPENDITURES BY OTHER NATIONS 


Mr. Pures. What I want to know is what each of these nations 
is spending. How much are they putting into this common pool of 
invesitgation, or how much are they spending in their own countries? 

Dr. Berxner. Mr. Chairman, we will know those numbers fairly 
precisely in October of this year when the nations will get together 
on the geophysical year in Rome and set out the program in consider- 
able detail. 

Mr. Puruirs. Could you give us any idea as to whether there is a 
percentage participation, such as we have in the United Nations, or 
anything like that? 

r. Berxner. This, of course, is very different from the United 
Nations in that each nation appropriates and spends its own money 
for its own program. 

We estimate very conservatively that the total expenditures for the 
2 BC year will be of the order of $100 million, of which ours will 

e 6 or 7 percent. 

Mr. Paruuips. Of which ours then will be 13 percent. 

Dr. WaterMAN. That is correct; yes, sir. 

Dr. Berxnur. Yes; 13 percent. It is extremely difficult, Mr. 
Chairman, to make these estimates, because the universities of the 
various countries contribute by supplying personnel to occupy stations 
and in providing apparatus oles will ie used, for which no direct 
charges show. 

Mr. Puruuips. There are 29 nations here, so that the 28 other 
nations are spending an average of about one-fourth of what the 
United States is proposing to spend; is that right? 

Dr. Berxner. The larger nations, of course, will spend much more 
than this amount. Many of these nations are very small. 

Mr. Puruurps. That is obvious. Will all of the nations spend this 
from national funds, or are they spending it from educational funds or 
university funds or private funds? 

Dr. Berxner. The funds will come from various sources. The 
major parts will come from national sources in almost every instance. 
Even in our own country there will be very substantial contributions 
by our own universities, which do not show on this estimate, in the 
form of men and service. 

I have seen estimates of the contribution by our universities which 
are to the extent of between $1 million and $2 million, or the equiva- 

lent of this, in services and manpower which will be used on thi 
pro 
r. Jonas. You do not plan to reimburse the universities? 

Dr. Bronx. Mr. Chairman, I think a very good illustration of how 
that has already started is the fact that the University of California 
very generously acceded to my request that they loan Dr. Kaplan to 
the work of this committee, during the past vear, for which the Uni- 
versity of California will receive no reimbursement. At least, I do 
not anticipate that Bob Sproul is going to get any money from us. 

Mr. Puiturpes. You had better be a little careful because he is a 
very persuasive man. Is that right, Dr. Kaplan? 
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ROLE OF GEOPHYSICS 


Dr. Kapuan. He certainly is. We recognized at the University of 
California the role of geophysics, when, about 10 years ago, we organ- 
ized the Institute of Geophysics. We anticipated the impact of the 
need for knowledge of our environment as this technology develops, 
so that we have, as you very well know, in California and in the neigh- 
boring States of Texas, Arizona, and all the States of the West, a great 
realization of these problems. 

From the point of view of the States of our Nation, I would say it 
is both a generous and a selfish recognition of the fact that a program 
of this kind will certainly come back to us in the encouragement of 
research and will provide an important new frame of reference for 
research, which will guide the development in these areas and many 
related areas so that we can break through on some of these problems 
such as weather, water supply, and air pollution. 

If I may add one more statement, I think we could continue on 
almost indefinitely in localized studies of weather and telecommunica- 
tions, doing it just where we happen to live, not recognizing that the 
real answers may lie in other parts of the world not now covered by 
such observations, or very high in the atmosphere. I think we could 
spend a countless number of times the amount of money requested 
here and still not have the answer to some of the most elementary 
problems in this area. 


WEATHER RESEARCH 


Mr. THomas. Mr. Chairman, since we put up a couple of hundred 
thousand of dollars to start studying weather, we had better get 
Dr. Kaplan to move in on both fields. 

Mr. Puiturps. We just put $120,000 in the budget for the study of 
weather. Are you suggesting that be combined with this appropriation? 

Dr. Kapitan. Well, I would not be able to answer that question. 

Mr. Toomas. Have you been consulted about that activity, Doctor? 

Dr. Kapxan. I simply know of it indirectly. I know of its existence. 

Mr. Puiuutrs. Is that study related to this? 

Mr. Tuomas. It is bound to be. 

Dr. Kapian. I would say that the studies are related. Our study 
will make possible the usefulness of such essentially limited studies, 
not only in the area of weather, but in oceanography, telecommunica- 
pe andsoon. As I indicated, this study will provide a larger frame- 
work. 

Mr. Tuomas. We have to work out that conflict of interest between 
the fruitgrowers and the wheatgrowers in Washington. The wheat- 

wers want rain at this particular time, and they have to have it. 
f it does fall it is going to ruin the fruit crop, so there is a little con- 
flict between the wheat farmers and the fruit farmers. 

Mr. Paruurs. Dr. Kaplan will have to take care of the fruit farmers 
before the wheat farmers. 


EXPLANATION OF PROGRAM 


1 believe we should insert in the record at this point the list on page 6 
of the justifications, as well as the list on page 7, and immediately 
following that, pages 8, 9, and 10. 
(The information is as follows: ) 
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SpeciaL CoMMITTER ON THE INTERNATIONAL GEOPHYSICAL YEAR EstTaBLisHep 
BY THE INTERNATIONAL CouNcIL oF ScrentTIFIC UNIONS 


Chairman: Prof. 8. Chapman (Great Britain), International Union of Geodesy 
and Geophysics 


bie C thairman: Dr. L. V. Berkner (United States), International Scientific Radio 
Inion 
Secretary General: Mr. M. Nicolet (Belgium), International Astronomical Union 


MEMBERS 


Dr. W. J. G. Beynon (Great Britain), International Scientific Radio Union 
Prof. M. Boella (Italy), International Scientific Radio Union 

Prof. J. Coulomb (France), International Union of Geodesy and Geophysics 
Prof. A. Danjon (France), International Astronomical Union 

Ing. E. Herbays (Belgium), International Council of Scientific Unions 

Sir H. Spencer Jones (Great Britain), International Astronomical Union 

Mr. R, LaClavere (France), International Union of Geodesy and Geophysies 
Mr. V. Laursen (Denmark), International Union of Geodesy and Geophysics 
Dr. J. Van Mieghem (Belgium), World Meteorological Organization 

Mr. J. M. Wordie (Great Britain), International Union of Geography. 


Untrep Srares NationaL CoMMITTEE FOR THE INTERNATIONAL GEOPHYSICAL 


YeaR EsTaBLisHED BY THE NATIONAL ACADEMY OF ScIENCES, NATIONAL 
RESEARCH COUNCIL 


Chairman: Dr. J. California, Los Angeles 

Vice Chairman: Dr. A. H. Shapley, National Bureau of Standards 

Recording Secretary: Dr. N. C. Gerson, Geophysics Research Directorate, 
Department of the Air Force 


Dr. L. H. Adams, Carnegie Institution of Washington 

Dr. H. G. Booker, Cornell University 

Dr. Lyman J. Briggs, National Geographic Society 

Dr. G. M. Clemence, United States Naval Observatory 

Dr. C. T. Elvey, Geophysical Institute, College, Alaska 

Dr. John A. Fleming, Carnegie Institution of Washington 

Dr. L. M. Gould, Carleton College 

Dr. F.. W. Reichelderfer, United States Weather Bureau 

Capt. Elliot B. Roberts, United States Coast and Geodetic Survey 
Dr. Paul A. Siple, Research and Development Division, Department of the Army 
Dr. Athelstan F. Spilhaus, University of Minnesota 

Dr. Merle Tuve, Carnegie Institution of Washington 

Dr. Lincoln Washburn, Dartmouth College 


EX OFFICIO MEMBERS 


Dr. Wallace W. Atwood, Jr., Director, Office of International Relations, National 
Academy of Sciences—National Research Council 

Dr. Lloyd V. Berkner, vice-president of the special committee for the IGY 

Dr. William W. Rubey, Chairman, National Research Council 

Mr. Walter Rudolph, Office of the Science Adviser, Department of State 


Tue Unrrep States ProGram 
NATIONAL CHARACTER OF THE PROGRAM 


National needs are the foundation of the proposed international effort. Each 
nation is confronted with problems having to do with weather forecasting, radio- 
freauency prediction, and safety in land, sea and air travel .and transport. 
Theoretically each nation could undertake the geophysical studies that would 
provide it with solutions to its problems were it not for two chief factors: first, 
the magnitude of the task, both financially and technically; and, second, the fact 
that each nation lacks access to the territories of other nations for the establish- 
ment of facilities and stations and for the conduct of the work. For these reasons, 
then, a cooperative effort is reauired, while the impetus and motivation behind the 
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cooperation is basically nationalistic. The larger, the more highly industrialized, 
the more powerful a nation is, the more important becomes its interest in taking 
advantage of such a cooperative effort. The varied needs of the United States, 
accordingly, are paramount considerations in its participation. 

The United States program envisages activities in several geographical regions 
of concern to the Nation: (1) the Arctic and subarctic regions; (2) the middle 
latitudes of the Northern and Southern Hemispheres, including the United States, 
Central America, South America, and adjacent stretches of the Atlantic and 
Pacific Oceans; (3) the Antarctic and subantarctie regions, and (4) the equatorial 
Pacific. The effort in these regions varies with present, sustained geophysical 
activities in each region and with technical needs. Existing activities of the former 
kind, whose results will be made available in the program, afford a substantial base 
for the total endeavor, and the proposed program represents those added efforts 
which are reauired for advances in geophysics expected from a major United 
States activity, in combination with similar special and expanded investigations 
by other nations. 

Emphasis of much of the program is upon the Arctic and subarctic, antarctic 
and subantarctic, a few zones in South America, and the Atlantic and Pacifie 
Oceans. It is not necessary, in many of the programs, to add much activity within 
the United States, for normal operations provide this data. For example, the 
meteorology program includes only a few South American stations and work in 
the antarctic. The data from these regions, added to those from existing Weather 
Bureau stations in the United States and in the North Pole regions, will provide 
adeauate coverage for the crucial experiments planned in the Western Hemis- 
phere. Similarly, the ionospheric, auroral, and geomagnetic programs stress the 
Northern and Southern Latitudes. 

Thus the characteristics of the program, the type of data sought, and the kind 
of results that will be obtained are all related to the Nation as a whole. Their 
national importance is reflected in executive and legislative support for such 
organizations as the National Bureau of Standards, Weather Bureau, and Coast 
and Geodetic Survey, which serve as national laboratories for studies of the iono- 
sphere, Weather, and magnetism. For these reasons, and due to the overall mag- 
nitude of the IGY program, the United States National Committee and the Na- 
tional Academy of Sciences-National Research Council considered it appropriate 
to submit the present proposal to an agency of the Federal Government. 

The decision of the National Academy of Sciences-National Research Council 
and the United States National Committee to present this program to the Na- 
tional Science Foundation rested largely on two considerations. It was believed 
that the intent of Congress, as revealed in the enabling act establishing the Na- 
tional Science Foundation was basically twofold: First, that the Foundation 
should assume leadership in sponsoring basic research and, second, that the Foun- 
dation assume leadership in coordinating broad programs involving many agencies, 
institutions, and bodies. Quite clearly, the IGY program constitutes an import- 
ant and broad program of basie research, in fields of major national interest. 
Quite clearly, too, the IGY program involves the joint efforts of many Federal 
agencies and other publie and private institutions engaged in scientifie research. 

On November 25, 1953, following informal discussions with members of the 
United States National Committee the National Science Foundation received a 
letter from the Chairman of the National Research Council, briefly describing the 
proposal and requesting the Foundation ‘“‘to take responsibility for obtaining and 
administering Government funds for the contemplated work.”’ In the course of 
this letter, the Council pointed out: 

‘“* * * we are mindful of the advantages of integrated planning and of a 
unitary presentation for financial support. It seems wholly appropriate * * * 
to recommend that the Foundation, as the civilian agency with the broadest 
scientific responsibilities in the Federal Government, be requested to act as the 
channel through which the integrated program is administered.” 

In response to this request, arrangements were made for representatives from 
the National Academy of Sciences—National Research Council, including mem- 
bers of the United States National Committee, to appear before the National 
Science Board on December 6, 1953, and again on January 29, 1954. Following 
the latter presentation, the Board authorized the submission of the IGY program 
and budget to the Bureau of the Budget as a special, nonrecurring item, for the 
Bureau’s analysis and consideration as an item that would be an addition to the 
President’s current program for the fiscal year 1955. 
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NATIONAL COOPERATION 


Many agencies and institutions contributed through their scientific staffs to the 
planning and formulation of the United States program. Within the Government, 
the program is of most immediate interest and concern to the Departments of 
Commerce and Defense. Universities and private foundations, observatories. 
and laboratories have similar technical interests. The execution of this program 
will involve the substantial efforts of all of these groups. 

The cooperation of private institutions has already been appreciable. In the 
formulation of the present program, for example, several hundred scientists from 
various universities, foundations, and private research institutions have con- 
tributed services of an estimated value of some $50,000. In subsequent detailed 
project planning, training of staff, and execution of program, it is estimated that 
contributions of services of key scientists will total in valne at least $1 million, 
Moreover, private institutions are contributing the use of services, equipment, and 
facilities of almost inestimable value—inestimable because the facilities could not 
be established or the equipment put into satisfactory operation for the proposed 
program, particularly those of the existing astronomical observatories and 
oceanographic institutions. In these and related ways, major private contribu- 
tions play an important role and have led to a submission of a conservative budget 
that excludes such costs. This pattern of planning and budgeting is also charac- 
teristic of the programs of other nations. 


AVAILABILITY OF INFORMATION 


Mr. Pariures. Having gathered this information all over the world, 
how is the world at large to have it made available? Has anything 
been done about that, or do you plan to come back later on and ask 
for another appropriation so that this information may become useful 
to someone? 

Dr. Berkner. With your permission, Mr. Chairman, I would like 
to speak for a moment on the organization of technical information. 

There are 10 international scientific unions interested in various 
world aspects of science. For example, in the field of astronomy it 
is impossible for us in the United States to see the whole sky, and we 
have to cooperate with other nations in order to see the parts of the 
sky which are visible to them and not to us, so there is an Interna- 
tional Union of Astronomy. Moreover, the International Union of 
Astronomy makes arrangements for continuous observation of the 
sun so that we know what is happening on the sun while it is dark 
here. 

Likewise, there is an International Scientific Radio Union. That 
has to do with the study of radiowave propagation over the earth, 
which is not only of importance to us here but which requires obser- 
vations on the part of others in order that we understand how our 
transmissions go and how they can be maximized from one place to 
another. 

A third, for example, is the International Union of Geodesy and 
Geophysics, which has to do with another kind of geophysical measure- 
ments over the earth, For example, when a magnetic storm occurs 
it has effects outside the United States which must be observed if 
we here in the United States are to understand how those effects are 
affecting telecommunications, how they are affecting our navigationa, 
facilities, and so on. 

These and other unions joined together to ask the parent world 
body, the International Council of Scientific Unions, to set up this 
geophysical year, and its planning was done by all the nations 
concerned. This was done in 1951. 
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Meetings occurred at Brussels to lay out the preliminary plans, and 
in turn a national committee for each nation was asked to indicate 
how it believed it might best cooperate in this simultaneous world 
observation of our environment, of the phenomena around us. These 
programs were used to outline a broad program—this was done last 
year in Brussels—and then the national committees were asked to 
come through with detailed programs showing how they would carry 
out their parts of the world observation. 

Mr. Tuomas. Does Russia participate in these things? 

Dr. Berxner. The Soviet Union has recently written to the Secre- 
tariat of the International Geophysical Year Organization at Brussels 
stating that it was very interested and that it would communicate 
with the organization in the near future indicating the extent of its 
participation. We have heard nothing further up to the present time. 

There are, however, some satellite nations. Czechoslovakia is on 
the list of participating nations. 


SPECIAL COMMITTED ON THE GEOPHYSICAL YHAR 


Mr. Jonas. This committee listed on page 6 is set up by the Inter- 
national Council of Scientific Unions; is that correct? 

Dr. Berxner. Right. 

Mr. Jonas. That is the Special Committee on the International 
Geophysical Year Program? 

Dr. Berkner. Yes, sir. 

Mr. Jonas. It seems a little strange to me that the United States 
should be represented by one person, and that Great Britain should 
have 4 people, Belgium 3 people and France 3 people on that com- 
mittee. 

Dr. Berxner. I invited Dr. Waterman’s attention to the fact 
that this list should be corrected by the addition of Dr. John Simpson 
of the University of Chicago, who was recently nominated to the 
Committee by the International Union on Pure and Applied Physics. 
There are actually two from the United States. : 

Mr. Jonas. That still seems a little out of balance, with Belgium 
having three on it. I suppose you do not pick scientists on the basis 
of population. Do they so far outrank us in the scientific field that 
they should have 3 experts in this area to 2 of ours? 

r. Berkner. The particular reason why Belgium has three, Mr. 
Jonas, is that the headquarters of the ICSU and the headquarters of 
the Special Committee are at Belgium. Mr. Nicolet is now the full- 
time Beastticy-Ceneral of the activity. It was desired that there be 
two other committee members immediately in Belgium to assist him 
in the work. 

Mr. Tuomas. It is administrative work, largely. 

Dr, Kapitan, Mr, Chairman, may I add to the answer to the ques- 
tion Mr. Jonas asked? 

Mr. Paruurps. Dr. Kaplan. 

Dr. Kaptan. Namely, that the impact of the United States would 
really not be measured by Americans on the committee, but it would 
be measured by the impact of the magnitude and quality of our pro- 
gram and the way in which our program can take advantage of the 
observations that the other nations make. 
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Actually, at the Brussels Conference, where we presented our first 
draft, our program became the working program of the Conference, 
and the way our program looks now from a scientific point of view, 
because of the large number of people who have partcipated in the 
ae of the program, it looks like at the Rome Conference we again 
should make an impact. 

Our impact is really measured by the quality of our program and 
the quality of our United States National Committee. 

Mr. Puiuurrs. Dr. Kaplan, I think this Committee would be de- 
lighted to take your word for that. 

Mr. Yates. There is no voting going on on the basis of numbers of 
members from each country, as there is in the U. N.? 

Dr. Kapian. No. 

Mr. Putiures. We wish to be assured that the impact of the United 
States is not measured by the amount of money we contribute. 

It is a curious thing, and I think Mr. Jonas is correct on it. It is 
a point we have noticed. Here are 29 nations, and only 6 of those are 
represented on the Committee to which we are referring now. Of 
these 6 nations, Great Britain has 4 members, Belgium 3, Italy 1, 
France 3, Denmark 1, and the United States 2. 

That completely omits any others in the western hemisphere, except 
the United States, and completely eliminates anyone from the Asiatic 
area. Japan is here as one of the nations, and New Zealand and 
Australia and all the other nations in that southeastern area. 

Why is that? Have they not developed any interest in this subject 
or any men who are outstanding in this subject or any men even good 
enough to be on an International Committee which is handling the 
geophysical year? 

Dr. Berxner. May I speak to this point, Mr. Chairman? 

Mr. Yes. 

Dr. Berxner. The International Committee, as the membership 
shows here, does not represent nations but represents international 
unions in the scientific sense that each of these unions are active in 
certam areas of science. 

Mr. Puiniuirs. What do you mean? What is an international 
scientific union, that you speak of? 

Dr. Berxner. I represent, for example, on the committee, the 
International Scientific Radio Union, which is a world organization. 

Mr. I see. 

Dr. Berxner. My position on that committee is as a representa- 
tive of that union. 

Mr. I see. 

Dr. Berxner. Likewise, Mr. Van Mieghem, of Belgium, was not 
elected from Belgium but is the representative of the World Meteoro- 
logical Organization, and his name was proposed by the World 
Meteorological Organization, of which Dr. Reichelderfer, Chief of our 
Weather Bureau, was a member and present, as the representative of 
that World Meteorological Organization. 

In addition to the basic representation on the Committee from 
the international unions there is representation from each nation, 
specifically the chairman of its national committee. Mr. Kaplan 
from the United States officially, with his delegation or with his 
committee, represents the United States on this Committee. Like- 
wise, there is a national committee from each of these other nations 
listed on page 5, represented on that Committee. 
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Mr. Jonas. Might I interrupt you, sir? You have two members 
from France nominated by the same union. There are two French- 
men from one union. 

Dr. Bronx. Mr. Chairman, I think I might throw a little light on 
this. This Committee is in a very real sense somewhat analogous to 
what would be a local committee here in Washington, if, for instance, 
the United States Chamber of Commerce was holding an annual 
meeting in Washington. This is more or less the committee on 
arrangements. They are largely selected because they are convenient 
and can carry out the legwork. 

The actual scientific planning will be done, as Dr. Berkner has 
said, by the representatives of all the countries analogous to Dr. 
Kaplan, who would be our national representative. 

Is that a fair statement? 2 

Mr. Puiturrs. Now, Dr. Waterman, you were about to ask Dr. 
Berkner to testify. I imagine he has given some of his testimony. 
Have you concluded? 

Dr. Berxner. I believe I have concluded. I might add, Mr. 
Chairman, in continuance of Dr. Bronk’s statement, that from 
September 30 to October 4 all of the national committees will meet 
together in Rome to bring together the final program. The various 
national committees are now in the process of determining precisely 
what they can do, and our programs will be reviewed this summer by 
the various international unions to be sure that they are solid, that 
there are not gaps in the programs. 

This, then, will be finally settled in Rome, at which time the world 
program will be organized. It is very important to us in establish- 
ing a line, for example, from the North Pole to the South Pole, to 
measure the movement of atomosphere across that line, that there 
ve be gaps in the line which would damage the purpose of the whole 
ine. 

We are responsible for some of this area; other nations are respon- 
sible for other parts of the area. The purpose of the committee meet- 
ing together in Rome is to make whatever arrangements can be de- 
veloped to be sure that line functions. 

There will be a similar line passing along the 10th meridian and the 
14th meridian. 

Mr. Jonas. What are you going to do about Russia and China 
territory? Would it not be necessary to have stations in any of that 
area? 

Dr. Bronk. It is expected that the Russians will come in. 

Mr. Jonas. But they are not in now, are they? 

Dr. Bronx. They have indicated their interest and we are awaiting 
a further letter as to precisely what they will do. 

Dr. WaterMAN. That brings us to the actual United States 
program. 

DATA REDUCTION AND PUBLICATION 


Mr. Jonas. Before you leave that, there is one other question I 
want to ask on the international phase. How do you propose to pool 
all of this information once it is obtained? Does each country retain 
itself what it discovers? 

Dr. Berxner. The information obtained from this program will be 


published by each country and there is contained in this program, as 
I understand it, in the program of every nation, a provision for the 
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development of this data, its assembly, publication, and, to some 
extent, theoretical estimates. 

Mr. Puruurres. Is that contained in this appropriation? Is there 
any money in the $13 million proposed for the publication and dis- 
semination of the international information? 

Dr. Warerman. I believe it is, yes. 

Mr. Jonas. Well, that is not true in the case of the other work of 
the National Science Foundation, as to their results, investigation, and 
research work. We do not have any control over that. 

Dr. Waterman. In the case of the ordinary research work done by 
an individual or a group, they themselves publish it, and the costs of 
publication are shared the Government as beiag a necessary part 
of the research. It is published in the scientific journals. 

Mr. Jonas. I understood when you were before this committee 
previously you stated that you made the grants but had no contro! 
whatever over the result of the investigation. 

Mr. Puitures. The testimony will so show. 

Mr. Jonas. That it was not made available to the United States 
Government. 

Dr. WarerMAN. You mean in our ordinary grants? 

Mr. Jonas. Yes. 

Dr. WateRMAN. They come out in the scientific periodicals and 
therefore are not subject to control by the Government as to their 
distribution; that is right; this unclassified information goes wherever 
the scientific journals go. 

Mr. Paiuurps. Are you saying, then, this information which comes 
out of the geophysical year is to be unclassified information? 

Dr. WatrerMaNn. Entirely unclassified information. 

Dr. Bronk. On page 42, under the glaciology item, you will see one 
general item entitled “Data Reduction and Publication” $50,000, 
which would be in support of the publication phase of the program. 

Mr. Puiuurps. We will insert page 42 in the record. 

Dr. Bronx. There are other instances of this scattered throughout 
the justifications. 

Dr. BerKNER. On page 81 is another example. 

Mr. Puixures. When this goes back to your shop, you put all of 
those in together. 

Dr. Warerman. Yes. 

(The information requested is as follows: ) 


Data ReEpvucTION AND PUBLICATION 


In order that data collected in the course of the international geophysical year 
be available promptly to the scientific community for further study and analysis, 
it is necessary that in each major program a data reduction and publication project 
be established. The staffs working on this project, which generally will consist 
of one or more scientists experienced in the reduction of large quantities of raw 
data, and one or more technicians, will be needed for approximately one-quarter 
of a year after the completion of the experimental program, In addition to salary 
costs, provision is also made for publication of the data. 
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Putlication costs 


Program 


2 


Aurora and airglow 

Geomagnetism 

Cosmie rays 

Rocket exploration of the upper atmosphere 
Technical direction 


Total. 


PASSE: 


Mr. Tuomas. What part of this is going to be used for printing and 
pone and the dissemination of this information? Can you give us 
arough figure? 


Mr. Harwoop. The figure for final publication is estimated at 
$388,000 in this $13 million budget. It is not part of the $2.5 million 
requested here. 


EXCHANGE OF INFORMATION 


Mr. Jonas. I think if the result of all of this study, research, and 
investigation is going to be made available to the world, more nations 
should be participating. I am interested particularly in whatever 
contribution will be made by countries behind the Iron Curtain. 

Mr. Puriurrs. I see only Yugoslavia and Czechoslovakia. 

Mr. Jonas. You more or less answered that by saying you thought 
Russia would come in. 

Dr. Berxner. Russia has actually indicated to the Geophysical 
Committee that she may come in; but she has not gone through the 
precise formula of entering as yet. 

Mr. Jonas. If they are going to get the benefit of our research, 
I think we should get the benefit of theirs. 

Mr. Yates. Are we getting the benefit of any Russian information 
today? 

Dr. BerKner. There is a complete information exchange between 
the United States and Russia in the field of meteorology, through the 
World Meteorological Organization. There is a similar exchange—— 

Mr. Jonas. I had understood they were only exchanging certain 
information. I think Russia will pick up most of our research any- 
way. 

DEVELOPMENT OF UNITED STATES PROGRAMS 


Dr. Kapuan. Perhaps in continuing this line of discussion | might 
indicate that the overall program has been so designed by the planning 
groups and we have selected the scientists in such a way as to make 
maximum progress with the minimum effort toward the goal of break- 
ing through in some of the major unknown areas of geophysics. I 
believe the extent of the planning, the quality of the programing, the 
character of the participation by the United States scientists, and the 
development of new young scientists in this area will be such, as this 
information from other nations is pooled, that we will have for the 
first time a really fine group of scientists and be capable of obtaining 
from them the maximum of information. I might just indicate that 
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in talking about this program to my own Rotary Club at Westwood, 
Calif., where by this time they have become accustomed to listening 
to my scientific talks, that I tried to make a catch title, but still q 
correct one, of “Point 4 in Reverse,” in the sense that by this program, 
by the investment of this money, we will be able to get back informa- 
tion; and furthermore, I believe, will be able to generate technical 
and scientific developments in areas of the United States which are 
peculiarly fitted for them; for example, areas of New Mexico and 
Arizona, where there are possibilities of development in the study of 
our environment. 

I might say in general in the planning program a large group of 
scientists have participated and, with the permission of the chairman, 
if it is not already in the record, I would like to give you a list of the 
United States National Committee. This has been augmented by the 
so-called program coordination group of experts. 

Mr. Puitures. That has already been put in the record immediately 
following the international list, if it is a duplicate of the one on page 7. 

Dr. Kapian. I think it is a duplicate. I would like to add in 
general, without attempting to list the names, that the existence of 
our program has been accomplished by literally hundreds of scientists 
in and out of the Government, universities, and so forth, who aided 
in the preparation of this program. This involves a tremendous 
amount of free effort. 

Mr. Puiuurrs. Can you tell us what you are going to do this year; 
how you are going to spend the money? 

Dr. Kaptan. The money is going to be spent in 10 or 11 fields and 
will be based around those geophysical phenomena most closely 
related to solar radiation, of which I have selected only 2 for particular 
emphasis—weather and telecommunications. Since the sun sends 
out all kinds of radiations and particles and has other effects on the 
earth which are responsible for our weather and telecommunications, 
the fact that during this period there are these great variations gives 
us essentially free experimentation by the sun. And in order to take 
advantage of that, we will set up the proper investigational networks. 

One of the simplest examples of the meteorological program where 
we are planning a North to South Pole chain of stations, extending 
from one pole to the other and going through one of the north-to-south 
lines, involves Canada, the United States, and the other countries to 
the south of us. This is a very good example of what we call the 
unilateral and multilateral character of the geophysical program, in 
os we are doing our own experiments and taking advantage of the 
others. 

In the ionospheric studies—and this has to do with telecommuni- 
cations—the studies will be mainly only for correlating with other 
closely related phenomena, such as earth magnetism, radiation from 
the sky at night, aurora and air glow, cosmic rays, and so forth. 
The reason for collecting these and setting up the program is to 
correlate the observations of the ionosphere with observations made in 
other fields—sky glow, for example. We have found before and hope 
that again observations made of geomagnetism and the aurora will 

ive the key to problems which we would miss if we simply took the 
ionosphere observations alone. That is the reason for the large 
number of programs included in the studies at our international 
geophysical meeting. I might mention some of the already surprising 
indications of their relation. 
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In the phenomena of the upper atmosphere, which we plan to 
study during the geophysical year, are air glow; these are radiations 
from the sky at night, which we have found are intimately connected 
with some of the chemical phenomena in our observations and study 
of jet-fuel formulas. You have nitrogen and oxygen there and, inci- 
dentally, more of the basic data is needed by the jet-propulsion 
people in making laboratory observations, and can be gotten from 
experiments made for us by nature. I have been involved in this, 
which is why I am so intimately acquainted with it. 

Mr. THomas. You mean the laboratory at Cleveland? 

Dr. Kapitan. The laboratory at Cleveland. A month or two ago 
they did not know the energy needed to disassociate two molecules in 
the upper atmosphere. Now they do. Nature does this for us in the 
upper atmosphere on a grand scale where there are no limitations of 
walls. So we have been able to give them, without any lack of cer- 
tainty, basic chemical data, which is a basic daily tool in the jet pro- 
pulsion industry. 

As another example, I happen to be on Governor Knight’s air pol- 
lution statewide committee, and also the State of California air pol- 
lution committee, where we have been concerned as to what chemistry 
occurs in the polluted atmosphere by minor constituents—a few parts 
per million. In the upper atmosphere, we recognized the existence of 
this chemistry something like 25 years ago, but it has been a slow 
process, really, to understand. In working out the problem of air 
pollution, not only in the Los Angeles Basin but in other areas, and 
the increasing pollution of our environment very high up in the air, 
which will come with the new technical advancement now, the inter- 
connection of the minor constituents is an important element in our 
environment, in our air, where action is taking place every day on 
night aurora and air glow. We plan to assist with stations which will 
be established in suitable places for actual studies of the air glow, and 
which will have a direct bearing on the understanding of the chemistry 
of air pollution. 

Ozone is a beautiful example of that. Practically all of the ozone 
business has gotten an impulse from studies of this kind. I would 
say these are perhaps some of the more esoteric points that will come 
out of a major study of this sort. 

It is our experience that whenever people examine their environ- 
ment carefully and systematically, the effects on the pure and applied 
areas of physics, chemistry, and mathematics are literally revolu- 
tionary. 

From the point of view of timing, which was already mentioned 
by Dr. Berkner, I might add this, that the timing also is good not 
only from the solar viewpoint, but because of the fact of the avail- 
ability of fine instrumentation and better theoretical tools, and from 
the point of view of handling the geophysical data, which Mr. Jonas 
mentioned, by means of high-speed computing methods. 


HISTORICAL BACKGROUND OF PRIOR GEOPHYSICAL YEARS 


Mr. Tuomas. You have had 2 previous geophysical years; one back 
in 1884 and when was the other? 

Dr. Kapzan. The first one was in 1882 and the other one in 1932. 

Mr. Tuomas. Give us a little historical background of the other 
two; how they were financed, what you accomplished in those 2 years, 
and how the third one is going to carry on. 
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Dr. Kapuan. May I say the first two were a little before my time— 
the first one, certainly, in 1882. 

Mr. THomas. But what was accomplished on a historical basis? 

Dr. Kapian. On a historical basis, may I just point out that in 
1882 the phenomena known as aurora, which up to then—— 

Mr. Tuomas. So far, your words indicate you got nothing in fact 
out of 1882; you do not have any record going hooks of your personal 
memory, but can you give us anything historical? 

Dr. Kapitan. The result of 1882 allowed us to recognize that the 
aurora phenomena were associated with the earth’s magnetism. In 


other words, the location of the aurora in space was related to the 
earth’s magnetism. 


In 1932 there was—— 

Mr. Tuomas. How was the 1882 project financed? 

Dr. Gouxp. It was federally financed—a Federal expedition under 
Lieutenant Greely who in the years afterward became Major General 
Greely and might have been known by many of you, because he 
lived in Washington up to the time of his death. 

In addition to the data which Dr. Kaplan suggested, his expedition 
did become—— 

Mr. Tuomas. Was it international in scope? 

Dr. Gou.p. Nowhere near the scope of this. The first one which 
Dr. Kaplan spoke about, in 1932 and 1933, concentrated their work 
largely on the atmosphere in the north polar region. 

Mr. Tuomas. Did any scientific data come out of either one of 
those geophysical years? 

Dr. Berxner. The 1882 year produced some outstanding geophysi- 
cal data. For example, up to that time aurora simply was not under- 
stood at all. It had been known throughout history as kind of a 
light in the sky which was known generally from here further north 
and which occurred quite frequently. 

During the 1882 year, all of the Arctic nations cooperated. It was 
really called the international polar year and all of the Arctic nations 
cooperated. From those observations we learned for the first time 
that the aurora did not increase in intensity as you went further 
north, but only increased up to about 23 degrees from the geophysical 

magnetic pole and then diminished, and it led to the geophysical 
calculations which, by 1900, were used by Marconi in his transatlantic 
telegraph experiments. 

(Discussion off the record.) 

Mr. Puriurrs. Now, Dr. Kaplan, do you have anything further? 

Dr. Kaptan. I would like, if I may, just to summarize my remarks; 
because I am sure you do not want me to go into each part of the 
program in detail. 

Mr. Purtures. You may include any material you think desirable 
or necessary in your statement, without the necessity of reading it. 

Dr. Karxian. I wrote for the National Academy, as a matter of 
reporting, a summary of the program as it existed. 

Mr. Puriures. Suppose you refer to that and not print it in full. 


NEED FOR KNOWLEDGE OF ENVIRONMENT 


Dr. Kapvan. I a just say that with the kind of technology we 
have gone into with aeronautical science, electronics, the atomic 
business, and so forth, I think we have seen the fact that ozone and 
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weather are more and more involved in this. In California, in con- 
nection with the large aircraft industry, any number of times they 
have come to me to get information about auroras which a year or 
2 years ago they did not realize really seriously affected their business. 

From this point of view, I think the kind of technology we will go 
into is going to be an abstract technology, and not only abstract but 
dangerous unless we anticipate the need for knowledge of our environ- 
ment. And I know of no previous set of observations of this sort 
that has been planned with an attempt to anticipate the kind of 
things industry does, that modern technology does and will need. 

I am quite sure, too, that the close relationship, already noted by 
Dr. Berkner, between the jet problem, the fuel problem and the prob- 
lem of meteorological flight at very high altitudes, enhances the dollars 
we are spending now for defense research, as well as the actual opera- 
tional effect of the defense program. These are significant not only 
in carrying out the program, but I believe also on the thinking and 
planning during this period of observation. We have already seen 
several examples of groups being called on to design a program for 
actual results where such broad geophysical considerations have short- 
ened their thinking. May I place my academy paper in the record? 

Mr. Yes. 

(The matter referred to is as follows:) 


Tue Unirep Strares ProGraM FOR THE INTERNATIONAL GEOPHYSICAL YEAR 


(By Joseph Kaplan, chairman, United States National Committee, International 
Geophysical Year) 


Progress has been made in developing the program of geophysical observations 
to be carried out during the years 1957—58 as part of the many-nation cooperative 
undertaking known as the international geophysical year (IGY). A coordinating 
group, appointed by the United States National Committee last November (see 
News Report, vol. III, No. 6), convened on January 14 and 15 and prepared 
drafts of the various programs that might be undertaken by the United States. 

Based on these drafts, a tentative program-budget document was prepared 
and submitted to the National Science Board on January 19 in the hope that the 
National Science Foundation would undertake the securing of funds. Since then 
the coordinating group, members of the Committee, the Administrative Secretary, 
and various scientific colleagues have been engaged in the revision of this pro- 
visional document, which is essentially fiscal. The meeting of the Committee 
on April 8 and 9 was devoted to a review of these drafts and the preparation of 
the United States program document to be submitted by May 15 to the Secretary- 
General of the Special Committee set up by the International Council of Scientific 
Unions. This Special Committee will meet in Rome, October 1-4, to consider 
all the national proposals. 

It is apparent at this time that an appreciable and significant United States 
program is fast taking shape. Ten fields of activity have been chosen for the IGY: 
(1) meteorology, (2) latitude and longitude determinations, (3) geomagnetism, (4) 
the ionosphere, (5) aurora and airglow, (6) solar activity, (7) cosmic rays, (8) 
glaciology, (9) oceanography, and (10) rocket exploration of the upper atmos- 
phere. The general nature of the proposed activities in each of these fields is 
suggested by the following summaries. 

1. Meteorology: The meteorological program is designed to produce significant 
data in three areas—the lower atmosphere in the Northern Hemisphere, where 
existing stations will provide data in their normal course of operation; the lower 
atmosphere of the Southern Hemisphere, where some key stations will be estab- 
lished for the IGY; and the upper atmosphere, from which data will be obtained 
in the rocket program. Three pole-to-pole world lines are proposed for the IGY. 
The United States line is the 80th meridian west which now terminates in Panama 
and which will be extended to the South Pole through eight additional stations. 
The stations in the Antarctic—at the South Pole, Little America, and 80 degrees 
south, 120 degrees west—will provide data from this relatively unknown meteoro- 
logical region which may exercise a disproportionately great impact on world 
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weather. The data from these stations will be useful in transport problems; in 
determinations of the location, strength, and movement of various jet streams; 
and in the study of the possible interdependence of the atmospheric circulations 
of both hemispheres. 

2. Longitude and latitude: Highly precise longitude and latitude measure- 
ments can now be made by the Markowitz technique of direct photography of 
the moon and stars nearby. With international cooperation it thus becomes 
possible for the first time during the IGY to triangulate the whole earth. Obser- 
vations are planned for more than 15 stations over the earth. The resulting 
data will yield longitudes and latitudes at all stations and, with the use of exist- 
ing geodetic nets, the exact distance in miles between all stations can be deter- 
mined with a precision of 90 feet. The new technique adds greatly to the pre- 
cision with which changes in the speed of the rotation of the earth can be measured, 
and the observational material obtained for the geodetic program may be expected 
to shed new light on the inner constitution of the earth. 

3. Geomagnetism: Magnetic storms and other little understood transient 
effects are the chief objectives of the program in geomagnetism. Two temporary 
observatories will be established at Big Delta and McKinley Park in Alaska, 
which together with the one at College, Alaska, will form a tripartite array for 
the recording of electric currents characteristic of the auroral zone. Magnetic 
field gradients will be studied at College and two outpost stations. Special 
rapid-run magnetographs will be employed at 7 observatories, and apparatus 
for the study of magnetic oscillations in the 1-10,000 cycles-per-second range will 
be installed at 4 observatories. Two observatories will be set up in the Antarctic, 
and a semiautomatic station will be installed at Jarvis Island in the Pacific, which 
is near the junction of the magnetic and geographic equators. 

4. Ionosphere: Stucies of the ionosphere will be carried out in Aretic and Ant- 
arctic regions as well as the midlatitudes of the Northern and Southern Hemispheres, 
Emphasis will be placed on vertical incidence and scatter soundings, while some 
work also will be cone on ionospheric motions and particle dynamics, Vertical 
incidence sounding stations will be established where major gaps exist in the chain 
of ionospheric stations extending from pole to pole. To supplement the specific 
but geographically restricted data provided by vertical incidence measurements, 
fixed-frequency and multifrequency scatter sounding stations will be established 
at some twelve sites. These will yield less specific but spatially extensive data. 

5. Aurora and airglow: Four principal problems in this field will be studied: 
(a) airglow latitude intensity profile; (b) aurora latitude spectrum and frequency 

rofile; (c) auroral longitude spectrum, frequency, and continuity profile; and (d) 

orthern-Southern Hemisphere correlations. Visual synoptie data will be col- 
lected through a network of 30 stations in the United States and Alaska. The 
motions of charged particles at auroral heights and the absorption of interstellar 
radio waves passing through the aurora will be studied using radio astronomic 
techniques. A network of 17 stations will be concerned with radio reflections 
from the aurora, and 26 stations will form a spectrographie patrol, photographing 
the distinctive radiation emitted by the aurora and airglow. Roach-type photom- 
eters will be used at a number of stations in both the Northern and Southern Hem- 
ispheres to scan the sky and measure the intensity of airglow. 

6. Solar activity: Flare patrols are in operation at some 5 American and 15 
foreign observatories. It is important that every solar flare be observed and 
recorded for correlation with geomagnetic, ionospheric, aureral, and cosmic- 
ray variations and disturbances. This will require additional observers and 
coordination among the various observatories. Several special studies also will 
be made, such as the determination of the light intensity of solar flares by meas- 
urements of the red line emitted by hydrogen atoms and observations of the 
inner part of the corona, using a special white-light photometer. One of the 
immediate uses to which solar flares will be put during the IGY has to do with 
the warning service program. While regularly planned measurements will go 
on during the IGY period, it is especially important that experiments be con- 
ducted simultaneously thrvughout the world during periods of unusual solar 
activity. The warning service wilk collect data from all fields and will broad- 
cast the onset or presence of unusual geophysical effects—solar flares, magnetic 
storms, ionospheric fadeouts, and blackouts, ete.—signaling the observers to 
proceed with their special preestablished studies. 

7. Cosmie rays: The program calls for the investigation of three types of 
problems: (a) exploration of the variations in mass and energy of primary and 
cosmic radiation; (b) exploration of the variations in cosmic radiation with both 
altitude and latitude; and (c) investigations of the longtime fluctuations in the 
neutron component of cosmic rays. Some 130 balloon flights are planned for 
6 sites in the Northern and Southern Hemispheres; fixed high-altitude stations 
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will be used; and aircraft flights are planned at constant altitudes along a longi- 
tudinal meridian. 

8. Glaciology: Four studies are contemplated, 2 in the Northern Hemi- 
sphere and 2 in the Antarctic. One study is expected to be concentrated in 
the vicinity of the Juneau icefield project of the American Geographical Society. 
Studies of portions of the icecap and fringe area in Greenland will be undertaken 
in cooperation with Danish scientists associated with the IGY. In the Antarctic, 
a group will study the Ross Shelf and survey the 400-mile front of this glacial 
feature, while another group will secure glaciological data from the high polar 
plateau at the South Pole. 

9, Oceanography: Tide gages, surge recorders, and similar automatic record- 
ing devices will be installed at some 40 sites in the Southern Hemisphere, 
Antaretica, and at islands in the Pacific. The data collected will represent 
valuable additions to those available from existing stations. A second major 
area of activity during the IGY will be the study of the sub-Antarctie waters. 
The structure and dynamics of currents, as well as other aspects of this oceanic 
region, Will be explored intensively between 30° and 60° south latitude. Four 
oceanographic research vessels are expected to participate in the study, and, 
while the Antarctic cireump>lar current will be the major topic, associated 
experiments in obtaining submarine profiles, sediment cores, magnetic fields, 
plankton samples, and seismic studies will be undertaken. 

10. Rocket exploration: Rockoons (small balloon-launched rockets) and 
Airobee rockets will be launched from sites in New Mexico, Greenland, Canada, 
and Alaska. Each rocket will carry a variety of instruments to measure a large 
number of such phenomena and quantities as atmospheric pressure, temperature 
and density, magnetic fields, night and day airglow, ultraviolet light and X-rays, 
auroral particles, ozone distribution, ionospheric charge densities, and cosmic 
radiation. These direct results will be integrated and correlated with the large 
bodies of indirect data provided by other techniques in the relevant geophysical 
fields. The launching of rockets at special times (world days) of unusual solar 
or magnetic activity (or quiet) should be particularly fruitful. 

It can be seen from the brief review of this United States program that the 
IGY will attempt, at least in part, to supplement with short-time geophysical 
observations made over as much of the surface of the earth as practicable the 
present long-time programs on which most of modern geophysics is based. It is 
hoped that prior to the meetings of several scientifie groups in Europe during the 
summer of 1954 all interested scientists will give the United States national 
committee the benefit of their comments, eriticisms, and suggestions. 


BASIS FOR ESTIMATE 


Mr. Tuomas. We are getting into a field now that we can under- 
stand. Tell us how you are going to spend this money, and how you 
arrived at the figure of $13 million. 

Mr. Puiuuips. According to this map, you propose to open up some 
13 stations; is that right? 

Dr. Kapian. Actually this article I have referred to gives a sum- 
mary of that. 

Mr. Puiuurrs. Of which only three are to be opened up by the 
United States. 

Dr. Kapian. In the South American regions. 

Mr. Puitiurrs. Remember my first admonition, Doctor, that what 
this committee, is interested in is the actual way the money is to be 
spent and whether that is the right amount. 

Who can testify to that? 

Dr. WaTEeRMAN. The amounts are listed on page 15 in the first 
column, entitled ‘Fiscal Year 1955,” which represents a breakdown of 
the $2.5 million requested at this time. That has already been put 
in the record. 

Mr. Tuomas. How do you arrive at these figures? 

Dr. Kapian. Each one of those budgets was prepared by the coordi- 
nation program groups assigned to the separate fields. In the field of 
weather, for example, the leader of the weather coordination group of 
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experienced weather scientists, happens in that case to be Dr. Wexler, 
the chief of scientific services of the Weather Bureau, who consulted 
his colleagues on costs, allocations, and so forth, and that has been 
worked out by those experts. 

Mr. Txomas. I have one point in mind that the Doctor, apparently, 
read my mind on awhile ago. He mentioned point 4, and this is the 
finest undertaking I know of for point 4. y should not MSA 
finance this? It is a wonderful idea and ought to be done, and why 
should not MSA do this? They have $10 billion and I think they 
ought to finance it. Maybe $13 million is not enough and you ought 
to = more of their money. Have you approached them on this 
ata 

Dr. Waterman. No, sir. As Dr. Bronk pointed out, the logical 
place, because of the fact that so many civilian and governmental 
agencies, including the Defense Department, are interested in this— 
and, incidentally, we have had magnificent cooperation 

Mr. Tuomas. I do not have any argument on that at all, and you 
ought to be their agent in doing this, because of the world aspect of it. 

Dr. Waterman. The National Academy and Research Council felt 
this was the logical place to go, and we have cooperated. 


FINANCIAL SUPPORT OF UNITED STATES NATIONAL COMMITTEE 


Mr. Jonas. In turning through your report for 1953, I see you have 
been spending money on this program since 1953. You made a grant 
of $5,000 to Dr. Kaplan and Dr. Atwood to support the United States 
National Committee for the Third Geophysical Year. That was in 
1953. Did you make a grant last year, also? 

Dr. WatrerMAN. Yes; we have contributed to the support of this 
committee which Dr. Kaplan headed. This is purely in the planning 
of the program. We do this, of course, for many subjects. 


Mr. Jonas. How long have you been using regular National Science 
Foundation funds for that? 


Dr. Warnroan. I think that is the first time. 

Mr. Jonas. Did you use them similarly in 1954? 

Mr. Harwoop. The original amount for support of administrative 
expenses of the United States National Committee was the amount 
you have cited there. This was supplemented by an amount of about 
$20,000 for this year for the additional expense of the committee. 

Mr. Jonas. That would be $25,000 to date? 

Mr. Harwoop. Roughly, yes, sir. 

Mr. Jonas. Do you have anything in the fiseal 1955 appropriation 
that we made the other day? 

Mr. Harwoop. No ssir. 

Dr. WarerMan. This is the 1955 portion right here. It did not 
come in the regular appropriation. This is a separate fund. 

Mr. Jonas. it you have been working on this for 2 years, why did 
not you come up in the regular budget for it? ; 

r. Harwoop. The facts were we made those grants to the com- 
mittee so that the committee itself could make the plan. Until there 
was a plan, until all of the planning went on, there was no evidence on 
our part of the amount of money needed, nor was there a request from 
the United States Committee to the Science Foundation for support 
of the program. That did not occur until November 25, 1953, at 
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which time we immediately took it under consideration and, as Dr. 
Waterman testified, the program was reviewed thoroughly by our 
staff during December and January, and it was not until the end of 
January that our Board endorsed the program and we had an actual 
tangible program. 

Mr. Jonas. Was there anything said in the hearings about that? 
I am very much in favor of this program; I think it is a good one; I 
would like to support it; but, as a member of this subcommittee, I 
wish I had known this was coming up because it might have affected 
my vote on how much money to give the National Science Foundation 
for its other programs. But it comes in after we have had our con- 
ference with the Senate and increased the appropriation made by the 
House, and the conference report has already been accepted by both 
Houses. Now for the first time we hear about another program that 
is going to involve $13 million over the next 2 years. 


POSSIBLE FINANCING BY PRIVATE FUNDS 


Mr. Puruurrs. Let us acquire a little more information about it. 
Have you tried in any way to get any money from private funds? 
This is just as a matter of interest. There are many foundations in 
the United States today that are spending more than this amount of 
money for, I won’t say, less worthy, but certainly less productive 
programs, and I include the Ford Foundation in that. 

Are any of those foundations contributing to this National geo- 
physical year? 

br. Berkner. We actually approached the Rockefeller Foundation 
early in the game before the National Committee determined how 
to go about this program, and the Rockefeller Foundation informed 
me that while they had provided support for the second international 
geophysical year, since that time they had, as a matter of policy, 
withdrawn support from physical science and it would be contrary 
to their policy to support such a program. A similar policy has been 
adopted by the Ford Foundation, that support of research in the 
natural sciences is unobtainable from the Ford Foundation as a 
matter of policy. 

But there is very substantial support of this program from individ- 
uals and various small organizations that contribute to the program. 
As I said earlier, we estimate this to be of the order of $1 million to 
$2 million of cooperative effort in support of the program. 

Mr. Puitures. At the beginning of the testimony you suggested 
the request for this had come from ODM and from the Department 
of Commerce, and I think Dr. Kaplan subsequently mentioned the 
State Department. How many other departments of the Govern- 
ment are interested in this? 

Dr. WatTEeRMAN. Those, together with the Department of Defense 
and the AEC, are the major ones. These were not requests; they 
were endorsements of the program—letters sent by the Bureau of the 
Budget to them and letters of endorsement in reply sent to the Bureau 
of the Budget. 

PERSONAL SERVICES 


Mr. Puitires. When you set up this program, you are going to 
need how many employees? I will call them employees, because it 
will include scientists or anybody else who goes on the Government 
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payroll. How many people are there as individuals who will be paid 
out of funds for which you are now asking? 

Dr. Waterman. On the part of the National Science Foundation, 
this is listed.on page 15 ‘Personal services, $32,000,” for six employees 
employed by the Foundation. 

Mr. Puiuuips. Are those people already employed by the Founda- 
tion? 

Dr. Warerman. They are not. 

Mr. Puitures. These are new Foundation people? 

Dr. WatrrerRMAN. These will be new people. 

Mr. Puruurps. Will they be people presently on the Foundation 
staff who are being transferred over to this? 

Dr. WartrerMAN. No, sir. In a program of this size, this would 
require a very high-class technical man to be sure we had proper 
liaison with the Academy Committee which is still going to continue 
in modified form to provide the scientific direction. It will also 
require a grant or contract administrator and a fiscal man. 

Mr. Puiuurrs. Are there any employees, or any students, or anyone 
at the present time receiving money from the Foundation who will 
during the next 3 years receive money from the funds for which you 
are now asking? 

Dr. WarerMAN. No; except for the technical part of the program, 
which resides under the National Academy. There will be a contract 
with the National Academy for technical direction. 

One hundred and fifteen thousand dollars is listed in this table to 
provide for the continuation of the Committee to give this technical 
direction. They might conceivably employ people from any agency; 
a this would be their job. The contract would be given them to do 
this. 

Mr. Harwoop. I wish to corroborate this statement. The $115,000 
is comparable to the $25,000 on which Mr. Jonas raised a question 
before. But, aside from that, the answer to your question is no. 

Dr. Bronx. May I just say in that regard that any of the scientific 
— which is provided through the Research Council of the 

ational Academy of Science will not be compensated for. For 
instance, when Dr. Kaplan served during the past 2 years or so as 
Chairman on this Committee, we in no way reimbursed him for other 
than his expenses. We expect many scientists of the country to 
contribute their services freely without payment. 

Dr. Waterman. If I might reply to Mr. Jonas’s earlier remark, 
to clear up the reason why this did not appear during the hearing this 
winter, this program was not approved by the National Science Board 
until the meeting at the end of January and then the Board instructed 
the Foundation to proceed with the preparation of the budget. We 
of course then had to present this to the Bureau of the Budget and 
we could not tell in advance whether it would be approved as part 
of the program of the administration. But everything dates from 
that point in the start of the preparation of this budget... Before that 
time, as Mr. Harwood testified, the support we gave to this organiza- 
tion was similar to that we give to many organizations in the prepara- 
tion of scientific studies, and of course we had no knowledge how the 
United States National Committee would handle the thing. 

The details of the individual programs contained in the table on 
page 15 you will find directly following page 18. For instance, 
“Astrogeophysical measurements” begins on page 19, and you will 
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find at the end of each such section a budget breakdown. The first, 
“Astro-geophysical measurements, $42,000” for fiscal year 1955, is dis- 
cussed on page 20, and similarly for every item in the table on page 15. 

Mr. Puiuurrs. Dr. Gould, you were pretty successful with your 
1882 information. Do you have anything else you want to say 
before I ask further questions? 


ANTARCTIC PROGRAM 


Dr. Govutp. Not specifically, unless you would like to hear about 
the part I am largely responsible for. I am Chairman of the Com- 
mittee on the Antarctic and I came only to sit and listen and to add 
my 2 bits when it might be necessary. That does not appear in the 
present request. 

Mr. Puruures. You may either state it now, or put it in the record 
and it will appear in the printed hearings without taking your time 
now. Would you like to say something now, or put a statement in 
the hearings? 

Dr. Goutp. What I would like to say comes along following 
naturally what Dr. Bronk and Dr. Berkner said. In the program 
for the Antarctic, we propose establishing 3 stations, 1 at the South 
Pole itself, another at Little America, and a third to establish a trian- 
gular setup. 

I do not believe it has been sufficiently well understood that these 
phenomena we want to study are phenomena that are universal, 
whereas conversely in nuclear physics, you can take the phenomena 
to the laboratory and study them where you please. We believe you 
have to study these phenomena where they occur. We believe the 
phenomena are critically involved with the Antarctic. 

We know the atmosphere acts like some engine and picks up heat 
in the equatorial regions and it is condensed over the polar region, 
and it has been known that there is a relationship to the climate for 
a long time. 

We know since 1900 that the climate or weather of the polar 
region has been warming up at an unprecedented rate. If it goes on 
at the present rate, in 25 or 50 years we will be using the Arctic 
Ocean for navigation. I do not believe the Antarctic icecap will melt 
enough to worry you and me, but if all the ice started to melt at 
some time in the future it would submerge Florida. But we know so 
little; that is the reason why the Antarctic item is important. 

Mr. Putuures. Thank you very much. That is a matter of interest 
and I think it would be well for you to extend that in any way you 
want in the hearings. In fact, I am not sure but what we are going 
to print all of Dr. Kaplan’s paper in there. 

Mr. Yates. I certainly would like to read any statement he would 
like to put in the record, no matter its length. 


INTERNATIONAL SCIENTIFIC ACTION ON THE GEOPHYSICAL YEAR, 
1957-58 


Dr. Warerman. Here is another, more general article by Dr. 
Berkner. 

Mr. Puituies. You might put that in the record. 

(The matter above referred to is as follows:) 
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[From Science, Apr. 30, 1954, vol. 119, No. 3096, pp. 569-575.) 


INTERNATIONAL Scientiric Action: THe INTERNATIONAL GEOPHYSICAL 
Year 1957-58 


(By L. V. Berkner,'! Associated Universities, Inc., New York) 


For the third time in a century the scientists of the world will join, during 
1957-58, in a critical examination of the ever changing aspects of man’s immediate 
physical environment. Throughout the ages, man’s curiosity about and obser- 
vations of the gross manifestations of nature have provided him the elementary 
facts and ideas that have ‘‘hatched” into one great scientific discipline after 
another, The clues to nature’s organization are not often related very directly 
to man’s special sense organs. Consequently, his reconstruction of nature's 
processes requires the exhaustive examination of those few clues of which his 
senses are immediately aware, so that other phenomena, more privy to nature, 
may be discovered. 

As Fraser? points out, for example, the external phenomena of electricity and 
magnetism are “sufficiently rare and unimportant in the zoological world that 
animals, in general, have not developed special sense organs to perceive them.” 
The classic emergency of the science of electromagnetism, with its enormous 
influence on our comprehension of nature, has followed the thorough serutiny of 
the implications of the simple adherence of dust to amber, the unusual behavior 
of lodestone, and the inspiring spectacle of lightning. The pursuit of simple clues 
of “‘Faraday, a chemist; Dufay, a botanist; Gilbert, a physician; Gray, a classicist; 
Franklin, a printer; Bennet, a churchman; Wesley, an evangelist; Canton, a 
schoolmaster; Geissler, a glassblower; Marat, a revolutionist; Morse, a painter, 
and so on,” has led to a synthesis of the knowledge of electricity and magnetism 
far beyond the direct recognition of our senses. Such powerful precedents in the 
history of science are a challenge to man to study the clues that nature gives 
him, so that in comprehending them he may find new approaches to nature’s 
organization. 

Among the sciences, the discipline of geophysics has played a leading role in 
directing man’s critical attention to new aspects of his natural surroundings. 
Throughout the history of science, geophysical studies and analyses have been 
the starting point for the growth of new sciences. Moreover, the development 
of geophysics has been closely allied with the evolution of our culture from super- 
stition to comprehension; particularly so, because superstition is so often related 
to the gross aspects of our immediate environment. From the divining rod to 
modern hydrology and from the rain gods to meteorology are long steps in the 
process of man’s civilization. 

But quite apart from its honored place at the fountainheads of science and from 
its civilizing influence on our culture, geophysics has contributed enormously to 
the immediate benefit of mankind. Among innumerable examples, we may cite 
the multiplication of deeply buried fuel resources and minerals from precise surveys 
of geomagnetic and gravitational fields of the earth; or the dependence of naviga- 
tion upon our knowledge of the earth’s geomagnetic distribution; or the funda- 
mental dependence of modern radio communication on our discoveries in the 
earth’s outer atmosphere. Just within the past 3 or 4 years entirely new and 
vitally important modes of radio propagation have emerged as a consequence of 
geophysical research and resultant mathematical generalization that have led in 
turn to the prediction and discovery of these otherwise unsuspected possibilities 
for radio propagation, 

The subject matter of geophysics is necessarily broad. Geophysics includes 
geodesy, techtonophysics, seismology, vulecanology, hydrology, oceanography, all 
of which involve the physical structure and origin of the earth’s crust and interior. 
Extending above the surface, geophysics includes meteorology, climatology and 
glaciology, geomagnetism and geoelectricty, and physics of the mesosphere, 
ionosphere, and aurora. In these latter regions of geophysical research, constant 
and sometimes radical change is the rule, and here the effects of extraterrestrial 
influence is most evident. Each of these elements of geophysics is related to others 
in an extraordinary number of ways: for example, meteorology to hydrology, 
vulcanology, and oceanography; and geomagnetism to the ionosphere, the aurora, 

and the physics of the ithe interior. But beyond the known relationships lie 
others that are suspected but remain to be established, and still others that may 
yet be unsuspected. 


! Vice chairman, special committee on the Internation] Year. 
— G. Fraser, Half-Hours With Great Scientists: The Story of Physics (Reinhold, New York, 
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The tools of geophysics are drawn from all the natural sciences, and the dis- 
cipline is synthesized by the common language of mathematics. In fact, the science 
of geophysics as we now know it was born with the introduction of exact mathe- 
matical means of exploring the complexities of our geoid. The forebears of 

eophysices were those fabulous mathematicians. Laplace, Legendre, Gauss, and 
Uiexwell The interaction between the natural sciences and geophysics is strong. 

Where astronomy and astrophysics can give clues to the source of geophysical 
disturbance, geophysics finds in radio noise a disturbance that is traced back to 
the hitherto unsuspected existence of ‘‘radio stars’ and the means ‘“‘to see through” 
the opaque arms of the galaxy. Where nuclear physics describes the interaction 
of cosmic rays on our atmosphere, geophysics examines their worldwide distribu- 
tion to obtain clues to their origin, or discloses phenomena that reveal an un- 
suspected behavior of the sun. When atomic physics provides basic knowledge of 
the photochemical reactions of the outer atmosphere, geophysics examines these 
quantitatively in the superb low-pressure laboratory of the outer atmosphere that 
js unbounded by side walls. The forces of the universe, whether they act through 
electromagnetic or gravitational fields, through direct impingement of elementary 
particles on matter, or in other and yet unknown respects, become evident by 
their action on the earth’s surface, its atmosphere, and its fields. As we become 
able to account for the character of the interaction between our surroundings and 
the influences upon them that act through space, we are better able to describe 
the nature of our extraterrestrial environment. 

Curiously enough, the gross features of our natural surroundings are as yet 
little understood in a generalized way. When the weather “storms,” we realize 
that the weather is fair in another place; we realize, too, that the weather at every 
place over the earth consists of related elements of a definable whole that changes 
in response to specifiable natural forces. When the aurora plays, we know that 
it may be playing, though somewhat differently, at another place in response to 
natural forces. The extension of natural phenomena in varied forms over the 
whole of the earth’s surface makes their general description extraordinarily diffi- 
cult; yet how are we to understand phenomena if we cannot describe them? Our 
desire to compile such a description is heightened by the educated suspicion that 
such a description will lead to new and vital clues to our understanding of nature 
and to the growth of whole new disciplines of science. 

The purpose of geophysics is to provide a concise generalized description of our 
gross natural environment from which we can comprehend its variations from time 
to time and from place to place. Many aspects of this environment, such as the 
earth’s principal surface features, change so slowly that we may travel from place 
to place to observe them and can synthesize our observations with the leisure of 
ages. 

“Other aspects, such as the level of the sea, or the extent of the glaciers change 
more appreciably. But since they remain sensibly constant over a year or a 
lifetime, we can make “epochal” observations to ascertain the nature of these 
changes over the generations. Oddly enough, man has shown little enthusiasm 
for establishing these “epochal bench marks” that are unlikely to produce im- 
mediate benefit to him, however important these may be to his successors. How 
eagerly modern scientists make use of such infrequent records as the one left by 
Henry Hudson, who sailed his Half Moon in the early 16th century into that 
great bay in Canada named after him. His journal records that he stood on the 
ice at the shore to mark the event on the stone of the cliff that arose out of the 
bay. Today that record has risen some 60 feet, indicating the rate of rise of the 
northern end of our continent as it recovers from the glacial loading of the 
Pleistocene epoch around the hinge that passes through the Great Lakes. Such 
simple epochal records as these are enormously important to geophysics. 

Other aspects of our surroundings, such as the weather, or the ionization of 
the earth’s atmosphere, or the strength and direction of the earth’s magnetie 
field, or the tides of the air, the sea, and the earth’s crust, change more quickly. 
Many such phenomena are found to vary periodically, either simply or as the 
complex sum of differing and superimposed periodic variations. These may be 
connected with the earth’s rotation, or “day,” its orbital motion, the relative 
positions of nearby astronomical bodies such as the moon and the sun, the sun’s 
rotation on its axis and the extent of activity on its surface. Moreover, the 
variations of two or more of these phenomena may be directly related in the 
sense of cause and effect. For instance, the diurnal change of geomagnetism 
appears to rise from the daily variation of ionization and of the great tides in the 
atmosphere, produced, respectively, by direct effects of the sun’s radiation and 
the combined gravitational forces of the sun and the moon. 
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Then, finally, there are quickly changing and too-often unpredictable events jy 
our surroundings known as disturbances or storms that occur at irregular inter. 
vals. In some elements of nature, such as the weather, storms may be relatively 
local, and a large number may simultaneously, with ever-changing character 
move rather slowly over the earth’s surface. In other elements, such as geo. 
magnetism, the onset of the storm may occur everywhere over the earth simy|- 
taneously, with varying aspects appearing in different locales as the storm 
develops. In still other elements, such as the aurora or the ionosphere, some 
storms may spread rather quickly from a region near the poles, although in such 
cases there remains considerable doubt concerning the morphology of auroral 
disturbance. Auroral curtains have been observed to move as quickly as 100 
kilometer/minutes over the earth’s surface. 

Because great storms occur at irregular intervals and are nonperiodic, they are 
not regularly anticipated and often have a major influence on human behavior 
and even existence. Great storms, because of their unusual character, provide a 
multitude of clues to the fundamental character of nature. But such irregular 
disturbances are often most difficult to describe with precision because of their 
unexpected and transient character, their existence beyond the view of a single 
observer, and their varying complexity from place to place. Moreover, even 
when a succession of storms is observed at one place, each distubance may appear 
to differ from the others because of the intervening change in the general environ- 
ment with the passage of time. Yet a generalized description of the morphology 
and origins of storms in nature’s several elements promises to extend substan- 
tially our comprehension, control, and utilization of nature’s organization. The 
history of the progress already achieved confirms this expectation abundantly. 

Obtaining a geophysical description of any natural element of our surroundings 
as it appears over the earth’s surface, means that observations must be made 
at a sufficient distribution of points over the surface to permit generalization with 
the required precision. This process of exploration was known to the ancients in 
the development of general geography. In recent times, it has been extended to 
include world surveys of gravity, of the earth’s general magnetism, of geodesy, of 
ocean features, and of climatology, among many others. The spacing of observa- 
tion depends on the precision required; and in geophysical surveying for oil or 
minerals, where small anomalies prove of utmost importance, the survey points 
must be close together indeed. When the quantity to be surveyed varies in 
magnitude with time, then the observation at each survey point on the surface 
must be repeated at time intervals that are sufficiently short to permit description 
of the variation at that point. When the variation is rapid, as it is during a storm, 
then observation must be continuous at each of a sufficient number of survey points 
— over the affected area, if we are to obtain a description of the storm. 

Jhen it is spread over the earth, then the survey must be worldwide. Further- 
more, all measurements or observations must be referred to defined standards and 
procedures if the resultant description is to be generalized in a quantitative way. 

Moreover, geophysics is predominantly an observational science, because the 
quantity to be observed is rarely under laboratory control. Therefore, the data 
for each station may include a complex of two or more superimposed variables 
whose independent status can be separated and established only by statistical 
treatment of a sufficiently long observational series. 

The quantitative general description of a highly variable, worldwide aspect 
of nature is a most difficult task. The geography of the earth, with its political 
subdivision of nations having varying policies, makes the arrangements for 
simultaneous survey over the earth’s surface according to prescribed standards 
a matter of detailed prearrangement. Full advantage must be taken of geography 
to obtain sufficient coverage of ocean areas, and open areas must be spot checked 
by observation from ships or aircraft to permit controlled extrapolation. The 
polar regions offer special problems of accessibility that require expensive expedi- 
tionary coverage. Therefore, a substantial part of geophysical progress is depend- 
ent upon intimate collaboration of the scientists of many nations. To geophysics, 
the world must be its laboratory. 

The study of worldwide variables of geophysics, looking to their generalized 
description, follows two general courses. First, phenomena may be studied con- 
tinuously and in detail at each of a number of carefully selected stations. Over 
an interval of time long enough to obtain all representative variations, a phe- 
nomenon at a station can be generalized through analysis to represent its variations 
and to relate this representation at that station to the fluctuation of other asso- 
ciated geophysical elements. Moreover, time variations of phenomena between 
stations can be compared, to provide their generalized description over the earth. 
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This is the basis for such great centers of geophysical activity as those near 
Greenwich (now Hurstmanceaux), Paris, Potsdam, Washington, Tokyo, Lenin- 
grad, Canberra, Ottawa, and the Geophysical Institute of Alaska. Furthermore, 
strategically located satellite stations operate out from such centers to provide 
simultaneous information representative of a larger area, so that a better spatial 
picture can be conceived. From these continuing geophysical activities, the 
broad outlines of the geophysical organization of nature’s variables are principally 
derived. Unfortunately, certain key areas, such as the antarctic, are entirely 
devoid of very essential continuing activity of a kind that seems essential to the 
solution of geophysical problems. 

Experience has shown that these continuing activities are far from sufficient 
to provide all information needed for a detailed synoptie description of the 
organization and behavior of particular events. What is the worldwide deserip- 
tion of the appearance and growth of a particular auroral disturbance? Does a 
succession of such disturbances develop along a common pattern? Questions of 
this type, applying to almost every geophysical variable, lead to the second 
great class of geophysical observation—namely, synoptic observation. Although 
this type of observation is applied to meteorological phenomena in limited areas 
of the world, it can seldom be extended to the whole world, because of cost and 
effort involved. Because simultaneity of synoptic observation everywhere is 
essential to a worldwide description of an event, geophysical scientists are strongly 
impelled to agree on an interval when they will all concentrate on the operation 
of a sufficient network of synoptic stations to obtain its universal description. 

An international geophysical year is such an interval. An international year 
serves two purposes: It provides an internationally agreed upon interval of 
unusual geophysical activity when it is especially profitable to occupy inaccessible 
areas, such as the Antarctic, for the purpose of supplementing the great continuing 
geophysical activities with observations in vital areas. And it provides oppor- 
tunity for the geophysicists of the world to plan strategic networks for synoptic 
description of particular kinds of worldwide geophysical events, particularly 
meteorological, magnetic, ionospheric and auroral storms or disturbances whose 
spatial morphology and history are otherwise beyond our grasp. 

Symbolic of the growth of man’s civilized values, two international geophysical 
years have been conducted, and the third, the international geophysical year of 
1957-58, is now being planned. With the growth in geophysics in the last cen- 
tury, exact information of the little-known portions of the world became impera- 
tive. Moreover, this information was needed in synoptic form, representative of 
the whole area involved. As a consequence, in 1883, a joint international effort 
to collect such data was made; it was known as the first international polar year. 
This early and concentrated exploration of geophysical phenomena produced 
enormous results: It led to great clarification of our knowledge of geomagnetism 
and to the first orderly representation by Fritz of auroral phenomena, which 
described the zone of maximum auroral activity some 23° from the geomagnetic 
pole. A real step had been taken to destroy the old beliefs in the magie of com- 
mon phenomena and to transform these to a rational scientific basis. The second 
international polar year was held in 1932-33 on the 50th anniversary of this first 
great international effort. In spite of the fact that this effort coincided with @ 
period of international economic disaster, the leadership of Dr. D. LaCour brought 
the program to fruition. Many advances grew out of this effort, not the least of 
which was the realization that the polar regions of the earth had become easily 
accessible for scientific observation. It was this second polar year that led 
directly to the conception of the Geophysical Institute of Alaska. 

The interval following this second era of international cooperation in geophysics 
was extraordinarily fruitful in the production of the means for further geophysical 
exploration. With the radiosonde, meteorologists have extended their range of 
observation to nine-tenths of the mass of the atmosphere. The multifrequency 
ionospheric recorder has come into being, making possible the delineation of the 
principal features of the outer atmosphere; the discovery of ionospheric storms 
coincident with auroral and geomagnetic storms; and the discovery of “radio 
fadeouts,”’ those sudden ionospheric disturbances that are coincident with solar 
chromospheric eruptions, with a most peculiar geomagnetic effect, and sometimes 
with extraordinary bursts of cosmic-ray intensity. Rockets have flown into high 
reaches of the atmosphere and, in conjunction with other techniques, provide 
measures of composition and temperature. Moreover, rockets permit us to see 
the sun as it appears outside the blanket of the earth’s atmosphere. New radio 
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and meteoric techniques give direct knowledge of wind motions in the high atmos- 
phere. Views of the composition of the outer atmosphere have undergone 4 
revolution as measurements of winds and patterns of atmospheric circulation 
have been disclosed. Complex apparatus Baclows the existence of centers of 
night airglow that move. Auroral spectroscopy has disclosed the influx of protons 
at least at the outset of auroral disturbance, and movements of the aurora are 
now studied by special photographic instrumentation. And finally, the powerful 
tools of wave-mechanies and the electronic computer have come into widespread 
use in the synthesis of observed results. 

This revolution in our power to observe and to synthesize has vastly extended 
our comprehension of the organization of nature around us. But in doing so, 
it has extended our perception to include new phenomena and has whetted our 
curiosity to have the descriptions of both old and new phenomena on a world 
scale. Against such a background has the world organization of science arrayed 
itself for the solution of these problems. 

Meeting at Brussels in 1950, the Mixed Commission on Ionosphere recommended 
to its sponsoring unions that a 3d international year be held in 1957-58 to 
coincide with the eminent peak of the solar cycle and the 25th anniversary of the 
2d international polar year. After 1957-58, it is anticipated that geophysical 
disturbance will not again be as frequent until about 1970. The idea caught on 

uickly, and these unions recommended to the International Council of Scientific 

nions that an international geophysical year (IGY), or année geophysique 
internationale (AGI) be internationally sponsored. Substitution of the words 
“geophysical year” for “polar year” reflects recognition of the need for worldwide 
synoptic observation and analysis. 

The International Council of Scientific Unions has appointed a Special (Inter- 
national) Committee on the International Geophysical Year, or CSAGI (Comité 
Special de l’Année Geophysique Internationale), with responsibility for planning 
geophysical activities and coordinating the programs of the unions and of the 
national committees. This committee has been organized under the presidency 
of the world’s mast distinguished geophysicist, Prof. Sydney Chapman, Queen’s 
College, Oxford. It is composed of representatives from all the sponsoring inter- 
national unions, including the Internation Union of Geodesy and Geophysics, 
the International Scientific Radio Union, the International Union of Pure and 
Applied Physics, the International Astronomical Union, and the International 
Geographical Union, together with representatives of the World Meteorological 
Organization. At a provisional meeting in Brussels in October 1952, the CSAGI 
urged the formation of national committees and requested reports by the national 
committees and by the sponsoring unions and the WMO outlining suggested 
elements of the program for the IGY. 

All the sponsoring unions, the Mixed Commission on the Ionosphere, and the 
newly organized national committees of many nations have submitted preliminary 

roposals. These nations include Argentina, Australia, Austria, Belgium, 

razil, Canada, Czechoslovakia, Denmark, Finland, France, Germany, Great 
Britain, Greece, India, Japan Netherlands, New Zealand, Norway, Pakistan, 
Spain, Sweden, Switzerland, Tunisia, Union of South Africa, United States of 
America, and Yugoslavia. Since the time has been short, not all nations have 
yet submitted provisional programs, but it is reasonable to suppose that within 
the year world adherence will be accomplished. 

The CSAGI held its first formal plenary session in Brussels June 30 through 
July 3, 1953. At this meeting, the CSAGI promulgated a provisional program, 
based on the proposals received, for the development of means for further and 
more exact planning by the unions, the national committees, and other interested 
agencies. The CSAGI is now awaiting detailed national programs for observa- 
tions synoptic networks, and expeditionary operations, which are due from the 
national committees by May 1954. During the summer of 1954, particular 
elements of these national programs will be synthesized at meetings of the 
IUPAP (London, July 12); Mixed Commission on Ionosphere (Brussels, August 
16); URSI (The Hague, August 22); IUGG (Rome, September 15); and the 
special and executive committees of WMO (September). Finally, the world 
program will be integrated by the CSAGI (Rome, September 30-October 4). 
An important aspect of this work throughout the summer of 1954 is the detection 
of defects in the program, so that these can be corrected. Thus, a volume outlin- 
ing the world program for the international geophysical year 1957-58 should be 
ready for distribution early in 1955, in time for adequate advance preparation. 

The organization and operations of the United States National Committee for 
the IGY is an example of the national function in the preparation of the interna- 
tional plan. This Committee is organized by the National Academy of Sciences 
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and ts to CSAGI through the National Research Council, which is the formal 
United States organization through which American science adheres to the Inter- 
national Council on Scientific Unions. Under the chairmanship of Prof. Joseph 
Kaplan, University of California at Los Angeles, it comprises leading American 
geophysicists, representing all related geophysical disciplines and organizations, 
including interested United States Government agencies, as well as academic and 
educational institutions. The Committee responds to the requests of CSAGI by 
recommending the program for United States participation. Moreover, at the re- 
quest of the Committee, the National Science Foundation has agreed to organize 
and sponsor the United States participation in the program of the IGY. The 
Committee and the Foundation are cooperating splendidly in developing United 
States participation. 

The CSAGI has proposed for purposes of planning that programs be organized 
in nine general scientific areas: meteorology; latitude and longitude determina- 
tions; geomagnetism; the ionosphere; aurora and airglow; solar activity; cosmic 
rays; glaciology; and oceanography. 

The CSAGI has designated as the world rapporteurs for each discipline, member 
scientists who will be ultimately responsible for the organization of the world 

rogram in that discipline. In addition, a special World Committee on World 

ays has been named to designate specific intervals of special observation during 
the international geophysical year. Corresponding to this organization, the 
United States National Committee has designated member scientists as United 
States reporters to supervise the planning of United States participation in each 
discipline. These United States reporters are supported by special committees 
of United States national committees of sponsoring international unions to aid in 
the planning of programs for the disciplines in which they are involved. Thus, 
for example, the United States reporter on aurora and airglow is supported by 
the very active committee of the United States National Committee of the 
International Scientific Radio Union. 

In order that the concentrated effort may be reduced to the minimum needed 
for adequate analysis, special intervals of observation to be known as world days 
are to be designated. hree regular world days will be specified each month, 1 
near full moon and 2 near new moon. In addition, an average of 2 special world 
days will be designated each month, about 3 weeks in advance, to coincide with 
predicted geophysical disturbances, solar eclipses, solar flares, and unusual meteor 
showers, and with special rocket launchings. 

The announcement of beginnings of worldwide disturbances, designation of 
special world days, and other pertinent and current information will be made over 
a worldwide network of radio stations. Ten consecutive days each season may be 
designated as Meteorological Intervals for studies of special meteorological 
significance. The scientific agencies responsible for prediction will be designated 
by CSAGI this summer. 

The scientific program for the IGY is already taking form. But discussion of 
it here can include only a very few illustrative problems and these in the barest 
outline. The ultimate plan will fill a thick volume. 

In the field of meteorology, the World Meteorological Organization, together 
with representatives of the Association of Meteorology, IUGG, has proposed a 
particularly comprehensive program in the study of world atmospheric circulation. 
Along the 10° E., 140° E., and 75° W. meridians from pole to pole, for example, 
measurements across the vertical sections of the atmosphere will be established. 
The objective of this program is to study the mass transter of atmosphere in the 
east-west direction. Furthermore, a dynamical study of the equatorial atmos- 
phere, which will lead for the first time to a knowledge of the mass interchange of 
atmosphere between the two hemispheres and of the relation of this transfer to the 
general circulation pattern, is proposed. The program of meteorology particu- 
larly emphasizes the study of the interdependence between the geophysical phe- 
nomena of the high atmosphere and the meteorological phenomena of the low 
atmosphere in relation to variations of weather and climate. The antarctic, with 
its 6 million square miles at an average altitude of nearly 6,000 feet, represents 
the coldest area of the earth, and its influence on weather and climate is little 
known. G. S. Simpson has suggested that pews waves, or surges, spread 
outward from this area and northward across the equator to influence the weather 
everywhere. Expeditionary observations in the antarctic and the stations along 
the meridian lines will check the existence and movement of such surges. The 
radisonde will extend observations to nearly 30 kilometers during meteorological 
intervals. These, together with rockets and meteoric measurements and iono- 
spheric observations, will permit studies looking toward synthesis of the relation- 


ships between circulation and behavior in the troposphere, the mesosphere, and 
the ionosphere. 

This very brief and inadequate discussion of some aspects of the program on 
meteorology suggests the possibility that the IGY may disclose for the first 
time some of the really basic information that we need in understanding the world 
circulation pattern. 

In the field of geomagnetism, the CSAGI considers the two major problems to 
be (i) the changing morphology of magnetic storms and activity, including bays 
and pulsations, and (ii) the daily variation of the three magnetic elements in 
the zone containing the magnetic and geographic equator. The program of 
geomagnetism not only is designed to Seotete information bearing on these 
problems, but it recognizes, also, the great need for geomagnetic information by 
other scientific disciplines operating during the IGY—in particular, special obser- 
vations, in unusual and inaccessible areas of the earth, established to aid iono- 
sphericists and others. Rocket observations will be extended to very high alti- 
tudes, which may show whether or not at times of intense aurora the electric 
currents producing geomagnetic change are localized along auroral sheets or ares, 
and which may also provide more direct information on the electric currents in 
the atmosphere, particularly the intense flow across the polar caps. 

Special attention is given to the observation of the aurora and airglow. The 
CSAGI recognizes the great need for synoptic information of the development of 
auroral displays. Does the auroral zone simply move south during magnetic 
activity or are the auroral displays extended southward from the normal auroral 
zone? What are the relationships between specific auroral phenomena at various 
places around the earth at times of great activity? Are there special auroral 
phenomena associated with periods of magnetic calm, particularly over the polar 
cap? Are the characteristics of the aurora in the Antarctic comparable in detail 
with those of the Arctic, or how do they differ? These are questions that require 
a concentration of observation by all nations during the IGY. Emphasis will be 
placed on the synoptic studies of the worldwide great displays. Plans are being 
made to permit relatively inexperienced observers located over very wide areas 
to make simple but significant observations, on punched cards, which ean be 
readily synthesized by the scientists working on the program. Pilots of commercial 
aircraft over land and sea and officers of ships will be mobilized as observers, 

In one especially exciting experiment, an attempt to identify simultaneous 
auroral ares in the Northern and Southern Hemispheres will be made. In what 
amounts to a particle spectrometer 7,000 miles long, using the earth’s magnetic 
field as a lens, stations near both ends of a magnetic line of force will observe time 
coincidence and parallax of auroral ares. Such an experiment will involve 
simultaneous cooperation of expeditionary stations of many nations, but it may be 
critical in establishing the causes and nature of auroras. Measurements using 
spectrometers of very high dispersion look to definition of regions where primary 
particles enter the atmosphere and to comparing the aurora borealis and the 
aurora australus. More accurate location of the southern auroral zone is antici- 
pated. It seems probable that a really great advance in our knowledge of the 
origin, character, and distribution of auroral displays will be made during the 
IGY. This seems especially appropriate when we remember the impetus given to 
auroral research by the work OF Fritz on the data produced 75 years ago during 
the first polar year. 

During the IGY, the growth of our knowledge of airglow and the development 
of instrumentation needed for its observation will make possible important new 
corollary observations. Proposals are, therefore, under consideration for the 
synoptic observation of the airglow in specified areas connecting Europe and 
America and of the movements of intense centers of airglow with the new instru- 
mentation now available. 

The ionospheric program recognizes the need for the establishment of meridian 
lines for observation that coincide with those proposed for the meteorological 
vertical sections. The importance of recording normal incidence (P’f) is recog- 
nized, with hourly observations under normal circumstances, but with observa- 
tions at quarter-hour intervals during the special world days and during unusual 
disturbances. The CSAGI has recommended special studies devoted to the ob- 
servation of ionospheric winds and tides and to the morphology of ionospheric 
storms. In particular, measurements of radio-wave absorption in the ionosphere 
by related methods will be emphasized to give the key to distribution of ioniza- 
tion in the D-region. 

Studies of the ionosphere will be strongly supported by auxiliary rocket meas- 
urements made with relatively inexpensive high-altitude rockets designed for 
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measurement of temperature, pressure, air motion, and spectroscopy of the sun’s 
ultraviolet spectrum above the level of its atmospheric absorption. Attention will 
be given to “whistlers,” that curious radio noise that appears to originate from 
lightning strokes in the opposite hemisphere near the opposing end of a magnetic 
line of force and propagated along that line far outside the atmosphere. 

The effects of the various types of solar activity on geophysical phenomena 
during the IGY represent an important aspect of the total program. Therefore, 

articularly complete and continuous solar observations are proposed during the 
GY. The recommendations related to publication of the results of observation of 
solar activity place emphasis on the observation of chromospheric flares, con- 
tinuous observations of wave frequencies involving chromospheric and coronal 
radiation, the photometry of the solar corona, and related solar observations. 
Also emphasized is the great importance of further observations, particularly by 
rocket measurements, of the solar ultraviolet emission spectra. 

An expanded program for the observation of cosmic rays 9s they relate to geo- 
physical and solar processes is planned. The thorough exploration of the primary 
cosmic-ray spectrum with respect to both mass and energy is planned. This 
spectrum will be examinec., particularly with respect to latitude, in order that the 
range of energy of the various mass components may be ascertained. The varia- 
tion of the neutron component will be recorded as a sensitive indication of varia- 
tion in the incident primaries with respect to locality. In particular, it is hoped 
that the “ring current’? hypothesis of geomagnetic disturbance can be tested 
through cosmic-ray observations. Moreover, the extraordinary soft ‘solar 
component” of cosmic rays following certain chromospheric eruptions will be 
given special attention. 

The relative locations of geographic points on two continents are not now known 
more accurately than a few hundred feet. With new and independent tech- 
niques employed at about 15 or 20 stations, this error can now be reduced to less 
than 100 ft. Therefore, tests of the ideas of continental drift and related crystal 
deformations can finally be tried. The program of latitudes and longitudes during 
the IGY will provide the first step toward the accurate and permanent connecting 
of the geodetic surveys of the continents. The observations will be made on the 
moon with the use of a new photographie technique of Markowitz, and on the 
stars with a prismatic astrolabe recently developed by Danjon. 

Important programs of glaciology and oceanography are planned for the IGY. 
The oceans, covering four-fifths of the earth’s surface, are closely linked to our 
lives as avenues of commerce, as important sources of food, and through their 
effects on meteorology. Glaciers are sensitive indicators of climatic change and 
retain a quantity of water equivalent to a depth of the order of 100 feet above sea 
level. Several seeming ‘‘anomalies’’ in seasonal change of ocean levels will be 
studied. Likewise, measurements to determine mass flow of the oceans are 
planned. Epochal bench marks will be established or checked in glacial growth 
and recession. In particular, the nature and extent of the “‘warming tendency” 
of the earth will be carefully checked, since at the present rate is seems that the 
arctic may become navigable in less than a century. 

The international geophysical year offers a special and exciting opportunity 
for simultaneous and synoptic geophysical observation that may lead to significant 
geophysical progress. This interval offers extraordinary opportunity to expedi- 
tionary groups to contribute effectively to geophysical science through the addition 
of vital stations in the Arctic, the Antarctic, and other inaccessible regions. Scien- 
tific observation in Arctic areas represents no particular difficulty; and, in view of 
the widespread occupation of those areas in this hemisphere by the United States, 
Canada, and Denmark, a widespread Artic program seems certain. The active 
geophysical program of the Geophysical Institute at College, Alaska, greatly 
enhances the Arctic potentialities. 

The Antarctic, on the other hand, still constitutes the major geographic chal- 
lenge. It is strange that in this day and age so little is known of that great con- 
tinent of extremes that may so greatly influence our environment. With the 
powerful tools of science and logistics now available, the planned Antarctic pro- 
grams and expeditions should make great progress toward clearing up the scientific¢ 
unknowns now associated with the area. The report, Antarctic Research, 
Elements of a Coordinated Program Washington, 1949), issued by the National 
Academy of Sciencies after a special study, provides an important guide to 
the Antarctic operations. 

Perhaps the most important aspect of the IGY is the simultaneity of all the 
related scientific programs, which will make possible a synthesis of the results of 
complementary observations in related sciences. Continuous programs in geo- 
physical observation are expensive and burdensome, but concentration on simul- 
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taneous programs during 1 year will be feasible and productive, particularly 
when emphasis is placed on observation during regular and special world days, 
The powerful tools now available for observation in themselves insure outstand- 
ing contributions to our understanding and comprehension of the environment 
in which man now finds himself. 


But most encouraging of all has been the genuine enthusiasm with which the 

scientists of the earth, and the nations that support them, have embraced the 

rogram. ‘Tired of war and dissension, men of all nations have turned to Mother 
arth for a common effort on which all find it easy to agree. 

Mr. Puitures. Now let me make this statement. What we are 
interested in, having justified the fact you need the money, we want 
to know how much money you need and it is obvious in looking over 
the justifications that many of your estimates are, shall I say, without 
knowing now what the demands will be, approximations of what 
you may need in these different items, and whatever you get from the 
committee, or from whatever sources you get it, to start the program 
going next year and the year after—certainly next year—you will 
still be back for the rest of the money. In the meantime it will be 
possible for your to make a better analysis of it in detail and perhaps 
for us to get some of our auditors on the committee staff to check 
your details, So that we do not need to go into the minute detail 
which we otherwise might have to do; but, if you will, understand 
that whatever amount of money you get it is no assurance that you 
are now being promised you will get $10.5 million next year. 

Is that a fair statement, Mr. Jonas? 

Mr. Jonas. I think that no one this year could predict with 
accuracy what will happen next year. 

Mr. Yares. As one who may return, let me say I would be inclined 
to look very sympathetically upon the appropriation. 

think we all would. Mr. Jonas, you may 

roceed. 
’ Mr. Jonas. I will be as brief as possible. 

Dr. Waterman, will the spending of the money be under the control 
of the National Science Foundation or will you delegate that authority 
to the Committee? 

Dr. Warerman. That will be directly under the National Science 
Foundation and the grants that are made will be subject to the 
approval of the National Science Foundation Board. 

r. Jonas. And an accounting will be made? 
Dr. Waterman. Yes, sir. That will be our responsibility. 


PERSONAL SERVICES 


Mr. Jonas. This question should be directed to Mr. Harwood. 
Will you turn, please, to page 15 of the justifications, under fiscal 
year 1955, the $32,000 for personal services. That is administrative 
expense, the cost of additional personal services to direct this program. 
Is that the total? 

Mr. Harwoop. To direct and control the funds, $32,000 for per- 
erg services. I can set a table in the record which specifically 
ists 

Mr. Jonas. No. The answer will be sufficient. That will pay the 
salaries of additional personnel the National Science Foundation will 
enlist to run this program? 
ames Harwoop. To run it and to review it and to control its fiscal 

airs. 
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Mr. Jonas. You have nothing in fiscal year 1956 for that. You 
think the $32,000 will carry it for the full period? 

Mr. Harwoop. No. We are restricted here only to those funds we 
need for the supplemental. We would expect to continue the per- 
sonnel through that period and it would be an added item when our 
regular budget comes before you in fiscal years 1956 and 1957. 

Mr. Jonas. That would be an additional item? 
Mr. Harwoop. Yes; a small addition of $32,000 a year. 


GRANTS 


Mr. Jonas. The subtotal, $2,468,000, you describe as grants. Do 
I understand you correctly to say that this money will be disbursed 
in the form of grants to universities and individuals and will be 
grants to finance their research and study? 

Mr. Harwoop. Not this year. This year the amount before you 
will be for the procurement of equipment. We use “‘grant’’ in the 
general sense as used in the accounting system of the Government. 
We normally use grants; we may use contracts. These will be 
contracts to Federal installations and to universities, whichever is 
the best, for the procurement and testing of equipment of a 2-year 
lead time which will be installed 2 years from now. The specific 
equipments are listed on page 17 and have already been put in the 
record. This is for the purchase of these equipments, but some of 
them involve development, design, and testing. 

Mr. Jonas. Then the statement formerly made that much of this 
work will be performed by universities and scientific organizations 
gratis is not entirely accurate? 

Mr. Harwoop. There are no personal services in this, you will note. 
For example, the high-altitude observatory in Colorado, University 
of Alaska, or MIT; these three places might well receive grants from 
the Foundation so that they, in turn, can make the contracts for the 
procurement of this highly technical equipment. To the degree that 
they have expenses in the universities over and above the equipment 
itself, there is no charge being made. 

Mr. Jonas. At random I turn to page 48, it is just by accident, and 
I see salaries, $141,750 for 4 professional personnel at an average 
salary of $7,900 for 6% man-years; and so forth. 

Mr. Harwoop. That is correct. That would be the scientists at 
the time of the geophysical year, when the work occurs in 1957-58. 

Mr. Jonas. That would be paid for by grant? 

Dr. Bronx. Perhaps I could illustrate how that will be done in 
many cases. If Dr. Strong, the professor of physics who is very much 
concerned with atmospheric problems at Johns Hopkins, should par- 
ticipate in that, his salary would be carried by Johns Hopkins Univer- 
sity. It may be that a grant such as this would take care of a tempo- 
rary assistant who would assist him. Johns Hopkins would not ask 
par Seas for Dr. Strong’s salary. Generally the university might con- 
tribute gratuitously the time of some of its senior staff. 

Dr. WATERMAN. It is not a matter of buying something from a 
factory. The equipment has to be designed and tested. 

Mr. Jonas. I am speaking of the long-range program. Most of 
the money would go in the way of grants for the actual research? 

Dr. Waterman. That is right. 
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Dr. Berkner. Take the operation of a station observing the winds 
in the higher atmosphere. Usually this would be in charge of 
——- man coming from a university or a similar organization. 

is services would be supervisory. There are also services to inter- 

ret the data as it came out. Generally these types of services may 

e provided by the university concerned. In order to operate the 
station, it requires operation 24 hours and technicians would be hired 
to assist the professional man. So that the university would be 
contributing and the program would be contributing through the 
grants made to the university for the purpose of getting these techni- 
cians and training them to do the observation. 

Mr. Yates. Will any of the funds appropriated to the National 
Science Foundation be used in connection with this experiment 
henceforth? 

Dr. Waterman. Not this budget before you. 

Mr. Yates. National Science Foundation has received funds for 
certain purposes. Are any of the purposes for which it has received 
funds related to this project? 

Dr. WATERMAN. No. sir. 

Mr. Yates. The costs of this project will be borne entirely by this 
appropriation? 

r. WarerMAN. That is right. We regard it as a 1-shot program 
that is very important. Our other programs are very important also. 


DEFENSE ASPECTS 


Mr. Yates. Looking at the map of the Arctic stations proposed to 
be installed I see the prospective path of invasion should there be an 
invasion. 

Mr. Jonas. What page? 

Mr. Yates. Page 11, which is a map of the Arctic. Will this 
experiment in any way conceivably lead to defense against air attack 
either by rocket or regular air invasion? 

Dr. Berxner. The observations which will be made will have a 
very significant influence on our thinking on the things we can do in 
respect to defense. May I speak off the record, Mr. Chairman? 

r. Puruuies. Surely. 

(Discussion off the record.) 

Mr. Yares. Is not the experiment likely to result in possibly 
thwarting the invasion in our Nation by long-range rockets? I am 
stating what I have read in yo ae so I presume it is not classified. 

Dr. Berkner. Off the record. 

(Discussion off the record.) 

Mr. Puruures. If we are expecting to use all this material for our 
own defense, how much are we helping build up the knowledge for 
the offensive plans of other nations? 

Mr. Yates. I thought Dr. Berkner answered it by saying we will 
use the scientific data that comes out of the experiment and then the 
data will be useful by the nations on the basis of which is the most 
ingenious. Is that correct? 

Dr. Berkner. Yes. If I may speak again off the record. 

(Discussion off the record.) 

Mr. Yates. I know as a result of hearings before this committee 
on the Atomic Energy Commission—I do not think this is classified— 
one of the significant problems facing the Commission is waste. I 
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read in the papers the other day that one of the ways of disposing of 
the waste is to load it in a rocket and explode it in space. Is that 
correct? 

Mr. Patties. We do not know which of the comic books you read. 

Mr. Yates. My boy keeps me advised of these things. 

(Discussion off the record.) 

Dr. Berxner. As a consequence of the various nuclear operations, 
there are wastes introduced in the atmosphere. It is quite true from 
the explosions that took place in the Pacific and in Nevada radio- 
active material was introduced in the atmopshere. There is another 
aspect to this problem, and that is the actual production of it. 

Mr. Yarss. Am I correct that there is a bomb much stronger than 
the hydrogen bomb, known as the cobalt bomb, one of the horrible 
features of which is that it might travel around the world with the 
winds? 

Dr. Berkner. It is certainly important to know if it would be 
carried and how it would be carried. 

Mr. Yates. Would your experiments have anything to do with 
interplanetary travel? 

Dr. Berkner. It would bear on it to the extent any interplanetary 
travel must be through the atmosphere. 

Mr. Yarss. Is that beyond the realm of speculation? 

Dr. Berxner. No, sir, it is not. 

Mr. Yates. As a matter of fact, you have already been able to send 
beams to the moon and back through radar? 

Dr. Berxner. Yes, and we hope to be able to send beams to the 
sun and back. 

Mr. Jonas. Mr. Chairman, I forgot to ask a question of Dr. 
Waterman. You do not have your lawyer here, do you? 

Dr. Waterman. No, sir. 


AUTHORITY FOR PROGRAM 


Mr. Jonas. Are you sure you have authority in the basic act to 
do this? 

Dr. WaTeRMAN. Yes, sir. 

Mr. Jonas. The section you read did not strike me as being con- 
clusive on that point at all. 

Dr. WateRMAN. To answer your question, let me read only the first 
sentence of section 13 (a) of our act: 

The Foundation is hereby authorized to cooperate in any international scientific 
research activities consistent with the purposes of this act and to expend for such 
international scientific research activities such sums within the limit of appropri- 
ated funds as the Foundation may deem desirable. 

The second sentence has to do with international scientific con- 
gresses. 

Mr. Harwoop. I would like to elaborate on. that. In section 3 (a) 
of the act we have the authority— 
to initiate and support basic scientific research in the mathematical, physical, 
medical, biological, engineering, and other sciences. 

This, combined with what Dr. Waterman has read, is the authority. 
We have gone into this thoroughly with the Bureau of the Budget and 
a legal memorandum was written in connection with our program. 
As a result of this, the attorneys in the Bureau of the Budget and our 
own attorneys are completely convinced there is no question about 
the authority. 
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Mr. Jonas. How far along are you with your 1955 program? 

Mr. Pures. That is the year that starts today. Yee have not 
committed any of your 1955 money yet? 

Mr. Harwoop. No; but we have basic research proposals in the 
order of $20 million from last vear, 50 percent of which we have not 
been able to review as yet. We have requests substantially in excess 
of the appropriated funds and we will receive proposals at the same 
rate or maybe higher during fiscal year 1955. 

Mr. Jonas. But you have made no obligations so far? 

Mr. Harwoop. We are prepared to make obligations immediately 
but this is the first day of the fiscal year. 

Dr. Waterman. We expect to have $30 million worth of proposals 
of which 75 percent will be highly worthwhile. We have good figures 
on this and extremely good research in prospect. 

Mr. Yates. Off the record. 

(Discussion off the record.) 

Mr. Jonas. Off the record. 

(Discussion off the record.) 

Mr. Puiuurrs. That concludes the hearing. Thank you very much. 


Frinay, Jury 2, 1954 
NATIONAL CAPITAL PLANNING COMMISSION 


Lanp Acquisition, Nationa Caprtat Park, PARKWAY, AND 
PLayGrounp SysTeM 


WITNESSES 


HON. JOEL T. BROYHILL, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF VIRGINIA 

JOHN NOLEN, JR., DIRECTOR, NATIONAL CAPITAL PLANNING 
COMMISSION 

MRS. LEONE B. BUCHHOLZ, CHAIRMAN, ARLINGTON COUNTY 
BOARD 

EDWARD GROTECLOSS, JR., LAND PURCHASE OFFICER, NATIONAL 
CAPITAL PLANNING COMMISSION 

WILLIAM H. CARY, JR., CHIEF, DIVISION OF PUBLIC HEALTH EN- 
GINEERING, DEPARTMENT OF PUBLIC HEALTH, DISTRICT OF 
COLUMBIA 

GILBERT V. LEVIN, PUBLIC HEALTH ENGINEER, BUREAU OF PUB- 
LIC HEALTH ENGINEERING, DISTRICT OF COLUMBIA HEALTH 
DEPARTMENT 

JOHN B. THOMAS, PUBLIC HEALTH ENGINEER, UNITED STATES 
PUBLIC HEALTH SERVICE, CONSULTANT TO NATIONAL CAPITAL 
PARKS 

Cc. L. KINNIER, PLANNING DIRECTOR, ARLINGTON COUNTY, VA. 

A. J. KNOX, LEGAL ADVISER, NATIONAL CAPITAL PARKS, DEPART- 
MENT OF THE INTERIOR : 


PURCHASE OF LAND FOR ADDITION TO GEORGE WASHINGTON MEMORIAL 
PARKWAY, ARLINGTON COUNTY, VA. 


Mr. Puariurrs. We have before us this morning a request of the 
National Capital Planning Commission for a sapgementen appro- 
priation of $60,000 as indicated in their letter of June 22 with ac- 
companying material, and the request from the President contained 
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in House Document 428 transmitted to us through the Bureau of 
the Budget, which we will insert in the record. 
(The request is as follows:) 


“NATIONAL CAPITAL PLANNING COMMISSION 


“LAND ACQUISITION, NATIONAL CAPITAL PARK, PARKWAY, AND PLAY- 
GROUND SYSTEM 


“For an additional amount for ‘Land acquisition, National Capital 
park, parkway, and playground system’, $60,000, to remain avail- 
able until expended, to be used for carrying out the provisions of 
section 1 (a) of the Act of May 29, 1930 (46 Stat. 482), as amended. 

“This proposed supplemental appropriation is required to pay one-half of the 
estimated cost of a small tract of land in Rosslyn, Va., for addition to the George 
Washington Memorial Parkway. The remaining portion of the cost will be 
paid one-fourth by the State of Virginia and one-fourth by Arlington County. 

“This tract is surrounded on three and one-half sides by the George Wash- 
ington Memorial Parkway. Prior to a recent destructive fire, there was in 
operation on this site an oil re-refinery with its attendant unsightliness, noxious 
fumes, and uncontrollable discharges and seepage of oil onto adjoining parkway 
property and into the Potomac River. 

“As a result of the fire, this tract can be acquired much more advantageously 
now than at any time in the recent past and quite possibly more advantageously 
than at some time in the future.” 


The purpose is to purchase a small amount of land immediately 
adjacent to the George Washington Memorial Parkway which lies in 
Antington County, Va. As I understand it, they intend to pay 
$120,000 for a piece of property which formerly had an oil refinery 
on it, which was undesirable. ‘The oil refinery burned and it is now 
possible to buy the property for the amount I have indicated. Of 
that amount, the Federal Government has been asked to pay $60,000 
and Arlington County and the State of Virginia, will pay the other 
$60,000. 

‘ ve anne as our first witness this morning our colleague, Mr. Joel 
royhill, 

Mr. Broyhill, would you care to tell us about this proposed purchase 
which lies in your district? 


STATEMENT OF HON. JOEL T. BROYHILL, OF VIRGINIA 


Mr. Broyuitt. Thank you, Mr. Chairman. You seem to already 
have the facts pretty well before you. 

Mr. Puiturps. I think most of the committee have seen it, as well 
as know the facts and what I think we would be principally interested 
in is some evidence of the basis on which the price of $120,000 was 
arrived at. 

Mr. Broyruiu. I would like to make this observation. This is 
contrary to my general course of action. Fundamentally, I do not 
believe in the Federal Government acquiring any more land in various 
local communities than necessary; consequently, I have attempted on 
other occasions to get a lot of property back on the local tax rolls 
which is now owned by the Federal Government. So I am somewhat 
reluctant in appearing before this committee to ask you to buy 
additional land and take it off of our local tax rolls. 

As you stated, Arlington County is to pay $30,000 and the State of 
Virginia is to pay $30,000, leaving the other half, $60,000, for the 
Federal Government to pay. The $30,000 did not come easy, of 
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course, for the local community, which has a bonded indebtedness 
now of somewhere in the neighborhood of $30 million. And, of 
course, this being industrial property, the community is going to suffer 
by having that taken off of their tax rolls, 

Mr. Puiuurrs. This is the Worthington property? 

Mr. Broynitu. It is known as the Wort ington property, 

Mr. Puriuies. The only reason I know that is that several years 
ago Mr. Worthington came in to see me about it. I think it must 
have been immediately after the fire. His attempt at that time. | 
guess, was to hurry the decision as to whether the Commission wanted 
the property and wanted him to move to another locality. 

Mr. Sarena. It is a question of whether he can afford to, or not. 
I certainly am not interested in the personal plight of Mr. Worthing- 
ton in this particular instance, but the property, I feel, is needed by 
the Planning Commission and the Department of the Interior 
because they need additional right-of-way in that area. 

Insofar as Mr. Worthington is concerned, as I understand, he has 
suffered a loss from the fire. He is going to have to rebuild his estah- 
lishment, and the question is mtr on e rebuilds there, or at some 
other location. Obviously, unless he can dispose of that property, 
he won’t have to build in another location. It is zoned industrial 
and, consequently, the replacement cost of the property to Mr. Worth- 
ington or anyone else would be a rather high figure. 

r. Pariiips. Can he salvage any of his equipment? 

Mr. Broyutiu. I doubt it. Is he going to testify? 

Mr. Putiurps. I do not know. Mr. Nolen is going to testify and 
is here now, if you want him to come in. 

Mr. Broyuiy. I would rather Mr. Nolen and the people from 
Arlington would give you all of the technical details, than for me just 
to give you my horseback opinion; but certainly from appearances, 
from the roadway, it looks like nothing but junk right now. 

Mr. Purures. With your experience and background, I think you 
could give us some indication of whether this is a proper appraisal. 

Mr. Broyruit. It is pretty hard to say, but industrial property is 
worth from $1 a foot to $15 a foot. A great deal depends upon the 
location; a great deal depends upon the size of the actual structure. 
But I agree with Mr. Thomas that $10 a foot is rather high for indus- 
trial property. You can generally buy it around a railroad siding for 
from $3 to $5. 

Mr. Puriuirs. Do we get clean back to the road on which the 
adjoining building stands, if we buy this, or do we buy only a piece 
of it? 

Mr. Broyumu. I think we buy the whole business. On that part, 
again from the standpoint of the Federal Government, I think they 
will get only that portion needed for the right-of-way. I am 
reluctant myself to see property other than what is needed taken off 
of the tax rolls. But the question now is, How do you get the owner 
out of the property and prevent him from constructing an industrial 
establishment there, which he is going to do and has a right to do, 
unless someone acquires the property? And as will be further elab- 
orated on by the National Planning Commission, if they widen the 
Key Bridge and construct ramps from the George Washington Park- 
way to Key Bridge in that area, I am certain they are going to need 
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that right-of-way for roadway purposes. But, right at the moment, 
they need it from the standpoint of landscaping. 

Mr. Purtiurps. Do you have any idea how the appraisal was made? 

Mr. Broyuitu. I think it was arrived at by negotiation. That is 
my opinion, because at one time the price was a great deal higher; it 
was up around $220,000. 

Mr. Puiuuips. I have the assessed value here for the last 5 years. 
I am not familiar with the rate of assessment in Arlington County, 
but I see they have had it on their records at $22,000 in 1950, and in 
1954—I suppose as a result of the fire—it had been reduced to $17,000. 

(Discussion off the record.) 

Mr. Tuomas. It does not figure at any $10 or $11 a square foot; it 
figures around $14 or $15. 

Mr. Yes. 

Mr. Pariuiures. How much did he get from the insurance? 

Mr. Broyui. | think around forty-some-odd thousand. He had 
an RFC loan, and the insurance had to pay off the RFC loan. 

Mr. Tuomas. If he had 2 or 3 acres, or some sizable amount of 
footage big enough to do something on, it might be a different propo- 
sition, but not for a little thing like this. 

Mr. Broyuiuz. I would like to commend the gentleman from 
Texas (Mr. Thomas) on that. I am certainly in accord with any 
effort made by the committee to see that the property is acquired at 
the proper cost. The main thing I would like to stress is the necessity 
of acquiring the property. It is needed by the Planning Commission 
and certainly Arlington County would not be in favor of putting up 
any sizable portion of money when it is difficult for them to raise it, 
No. 1; No. 2, they do not like to take property off of the tax roll. 
But it is recognized by everyone that the property is needed and if 
we can arrive at a figure that is proper, I think this is the time to buy 
it. 

Mr. Tuomas. What are they going to do with it? 

Mr. Broyuitu, It is needed now for landscaping of the right-of-way. 

Mr. Puituips. They want to take it into a parkway along the south 
side of the road. 

(Discussion off the record.) 


VALUE OF THE PROPERTY 


Mr. Puruurps. Mr. Nolen, Director of the National Capital Plan- 
ning Commission, is now here. Mr. Nolen, the question arose as to 
how this price of $120,000 was arrived at, which seems to be a con- 
siderable amount of money. 

Mr. Noten. I think the Arlington County representative who is 
here, or is going to be here shortly, can best explain that. So far as 
the Planning Commission is concerned, it has not determined upon any 
price; but for the purpose of an estimate it has submitted the amount 
which Arlington County has recommended and which they have ad- 
vised the Commission would be acceptable to the owner. But at the 
time the Commission agreed to submit the estimates to the Bureau 
of the Budget for the purchase of this property, it adopted a motion 
saying it was making no commitment at that time as to the value. 

Mr. Puruuies. What do you think of the price? Either on or off 


the record, do you think it pretty high? 
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Mr. Noten. It does sound pretty high, but there is a lot to be said 
on that, as you will hear from the others. He had a concern that was 
going 

Mr. Purures. It has gone. 

Mr. Noten. It is a business, and they claim it can be reestablished. 
Our procedure, in our agreements with Virginia agencies on acquisi- 
tions for the George Washington Memorial Parkway, has been to 
have an appraisal made of every piece of property to be acquired. 
There is an appraiser representing the National Commission and one 
representing the county of Arlington, as it happens to be in this case. 
and when an agreement is reached on the value of properties then 
the properties are authorized to be purchased at not exceeding those 
values. We employ experts, as the Department of Justice would 
employ experts in condemnation proceedings, and thus have a sound 
basis for determining the value. If we cannot reach agreement with 
an owner on this value, then there is either a negotiated price which 
requires the additional approval of the two agencies which are the 
parties to the agreement, or it goes in condemnation. In this case 
we would make an appraisal and, in fact, have already made pre- 
liminary arrangements with one of the Government agencies that has 
appraisers who are expert in estimating the value of such property 
with industrial materials on it, some of which, of course, still have a 
value. So that will be our procedure. 

If the value should be lower than that which the owner has indicated 
he would sell for, then the Commission has the choice of negotiating 
further with the owner in endeavoring to reach an agreed upon price, 
or submitting the matter to condemnation. 

But I want it to be very clear that this price has not been agreed 
upon so far as the Commission is concerned. 

(Discussion off the record.) 

Mr. Puituies. Originally as I understand it, Mr. Nolen, the RFC 
loan was for approximately $70,000. 

Mr. Noten. Approximately that. 

Mr. Puivuips. And the insurance ran about $40,000; so that there 
is still a balance due the RFC, with the ground as security of about 
how much—$43,000? 

Mr. Noten. About that. 

Mr. Putvuirs. As a result, whatever money we appropriate will in 
effect be used to pay the RFC. 

Mr. Nouen. That is right. 

Mr. Tuomas. Why not let the RFC foreclose and buy from the 
RFC? You have a piece of land here that is worth about $2.50 or 
$3 a square foot, which would be a tremendous price for it in anybody’s 
town. 

Mr. Broyutt. If they did that and Mr. Worthington or someone 
else buys in the property, or maybe Mr. Worthington would buy it 
in in order to save the property, then he would proceed with recou- 
rs his oil refinery and we would be right back where we started 
rom. 

I do not think the Government has anything to lose here if they 
acquire this property. 

(Discussion off the record.) 

Mr. Pmituires. What would be the situation if you simply went 
right into condemnation proceedings? You do not think you would 
have to pay $120,000, do you? 
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Mr. Noten. I do not know. I do know that the owner has made 
strong representatioas to the county and to our people, our land 
acquisition people, as to the value. Before the fire, the establishment 
was estimated to be worth somewhere around $250,000, I believe. 

Mr. Putuuips. I understood it was supposed to be worth $240,000 
or $250,000, but 1 never knew the basis upon which it was figured, or 
where the figure came from. Was that anybody else’s appraisal 
besides Mr. Worthington’s? 

Mr. Nouen. Yes; that was based upon an appraisal. 

Mr. Tuomas. Well the tax people did not think it was worth that. 

Mr. Puriuurrs What is the tax rate in Virginia? 

Mr. Broyaiiy. $3 a hundred. 

Mr. Puatuures. On what appraisal—50 percent? 

Mr. Broyui.u. Forty percent. If you look at the assessed value, 
that would be—— 

Mr. Tuomas. About $110,000 or $120,000. 

Mr. Puiuures. So at the most as industrial property it would run 
about $60,000 in value. 

Mr. Tuomas. That is land and improvements. 

Mr. Nouen. I would like to emphasize this on the question of value. 
In the first place, we have a piece of property that is costing the 
Government actual money because of its location and the nuisance 
value that it has. The Park Service and the health authorities have 
repeatedly taken the matter to court and the time of public officials is 
being spent constantly on this; the police are over there all the time, 
and it is a nuisance that is just uncontrollable. 

Mr. Tuomas. A nuisance to whom? 

Mr. Noten. To the general public by the pollution of the river 
from the overflow of oil on the ground. When a rainstorm comes it 
washes the surplus oil into the river, because it is not properly trapped 
on private property. 

Mr. THomas. You have a pretty effective Federal statute against 
pollution of Federal waters. 

Mr. Noten. We will have people to testify on that. They are in 
court now, but they cannot abate the nuisance permanently. 

Here is the situation. The establishment is temporarily put out 
of business by fire. ‘The owner claims he has the money, or can get the 
money, to reestablish and rebuild. It is an opportune time both for 
the Government and for him to eliminate this nuisance. Up to this 
time we have been unable to acquire the right-of-way because of the 
lack of funds needed to buy. 

Mr. Tuomas. Do you mean to tell me that you are going to spend 
$60,000 of the taxpayers’ money to abate a local nuisance, when you 
have authority in your own statute to handle that proposition? 

Mr. Putuips. i suppose that is a moot question of whether you 
have it. What are the laws in Virginia? 

(At this point other witnesses entered the room.) 

Mr. Broyuatitu. This is Mrs. Buchholz, chairman of the Arlington 
County Board. 

Mr. Putuuirs. We are quite convinced that the purchase is desir- 
able, but we are not yet convinced that the price is proper. 

Let the record show that we now have present the representatives 
of the National Planning Commission in addition to Mr. Nolen. 
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Mr. Nouen. This is Mrs. Buchholz, who is chairman of the Arling- 
ton County Board; and Mr. Kinnier, who is director of planning of 
Arlington County; Mr. Grotecloss is our land purchasing officer, and 
Mr. Knox is the attorney for National Capital Parks. 

Mr. Puituips. We really are now engaged in a somewhat more 
formal hearing and, Mr. Broyhill having already spoken in favor of 
the purchase, Mr. Nolen was giving us a few details when you ladies 
and gentlemen entered. 


JUSTIFICATION OF THE ESTIMATE 


I think we have on the record a fair statement of what it amounts 
to. If there is anything in this material that should go in, it is 
authorized to go in. 

(The following justification was submitted for the record :) 


JUSTIFICATION, GEORGE WASHINGTON MeEMorIAL PARKWAY, ARLINGTON 
County, Va. 


(a) Congressional authorization 


The act approved April 30, 1926 (43 Stat. 463), creating the National Capital 
Park and Planning Commission, predecessor to the present Commission, author- 
izes and directs the Commission ‘‘to acquire such lands as in its judgment shall 
be necessary and desirable in the District of Columbia and adjacent areas in 
Maryland and Virginia, within the limits of the appropriations made for such 
purposes, for suitable development of the National Capital park, parkway and 
playground system.” 

he act of May 29, 1930 (46 Stat. 482) and amendments thereto (act of August 
8, 1946, 60 Stat. 960 and Publie Law 592 approved July 19, 1952) authorize ap- 
propriations of $7,500,000 for the George Washington Memorial Parkway (section 
1 (a) of the said act of May 29, 1930) in Maryland and Virginia. The Common- 
wealth of Virginia and the county of Arlington have established procedures to 
cooperate with the Unitea States in the acquisition of lands needed for this pur- 
pose, and in fulfillment thereof have from time to time contributed 50 percent of 
the cost of the lands heretofore acquired for this purpose. 


(b) Contributions by the Commonwealth of Virginia and Arlington County 

The acquisition of this land has been strongly recommendea by officials of the 
Commonwealth of Virginia, the Virginia State hihwor Commission and Arling- 
ton County, and they have rendered support to their request and recommendation 
that the land in question be acquired, by declaring themselves prepared, willing, 
and able to advance and contribute their 50 percent share of the cost of acquiring 
the land under consideration. 
(c) Justification for acquiring the parcel of land under consideration 

The parcel of land proposed to be acquired is situated in Arlington County 
pf ota etn a quarter mile westerly of the Key Bridge and adjoins the section 
of the George Washington Memorial Parkway already acquired and in use. The 
area containing approximately one-quarter acre of land was proposed originally 
for inclusion within the project taking lines but eliminated because of inadequate 
funds to pay the cost. It was subsequently improved by an oil re-refining plant, 
having with it all the attendant nuisances of unsightliness, noxious fumes and 
uncontrollable discharges and senueee onto immediately adjoining parkway 
property and the Potomac River. Because of the rugged character of the bluffs 
overlooking the river at the location of this tract, and the close proximity of the 
Potomac River, the road itself is located only a few feet from the parcel of land 
under consideration. The National Capital parks have strongly recommended 
that this parcel be acquired to remedy these unsightly and dangerous conditions 
which they find impossible to control. Furthermore, the George Washington 
Memorial Parkway is very narrow at this point and acquisition of this land will 
allow for future realinement or widening of the road. 


Mr. Puttuirs. Now, Mr. Nolen, what do you want to say that 
has not already been said? 
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Mr. Nowen. I would like to say in addition that Mr. Cary, Chief 
of the Division of Public Health Engineering of the Department of 
Health of the District of Columbia, and Mr. J. B. Thomas, Public 
Health Engineer of the United States Public Health Service, consult- 
ant to National Capital Parks, are here. They are going to testify 
on this matter of control of pollution that I mentioned has come 
from this plant in times past, and the special problems they are faced 
with as public health authorities in preventing pollution of interstate 
waters 

You referred, Mr. Chairman, to the question of value and I would 
like to emphasize again that the Commission has made no commit- 
ment as to the purchase price. The estimates were based upon a 
firm offer that was made to the Arlington County authorities by the 
owner under the duress of, the fire situation that he was placed in. 


LOCATION OF THE PROPERTY 


Mr. Putturrs. May I clear up something on this map before you 
go much further? 

This property shows a distance of ——— 

Mr. Noten. About 20 feet. 

Mr. Puiuuips. Between the edge of his property and the Memorial 
Highway. 

ir, N Noten. That is right. 

Mr. Puitups. The map further shows what appears to be a road 
on that 20 feet; or is that road supposed to be on his property? 

Mr. Noten. That is not a road; that is just a double line indicating 
the property line. 

Mr. Puituips. In other words, his property comes down to there 
[indicating]. 

Mr. Nouen. His property line comes down to there and the 
development comes do own to there [indicating]. 

Mr. Puiturs. Why is there the green space between the red and 
erty line? 

r. Noten. We have some private easement over that. I think 

he has only quitclaim rights on that. 

Mr. Puitups. In other words, that would be about 40 feet? 

Mr. Nouen. Yes. 

Mr. Puiuuirs. And really the property you are buying is about 60 
feet from the edge of the line. 

Mr. Noten. No, sir; 20 feet. 

Mr. Puiuuips. I am looking at the map and trying to figure out 
what the green area is between his property line and the red. 

Mr. Nouen. The 20 feet would be from here to here [indicating]. 

Mr. Puiiurrs. The point is you seem to have more protective land 
between the highway and the property than your testimony indicates. 

Mr. Noten. No, sir. The photographs show exactly what he is 
occupying now—to approximately 20 feet of the road. 

Mr. Puruuips. He occupies this area down here fndioating] by 
right and not by some squatter right? 

Mr. Noten. That is correct. 

Mr. Puiuuirs. I have a feeling that the committee might not be 
very resistant to the idea of somehow getting the property, providing 
the costs were properly balanced between the interested parties. Are 
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we the most interested party or the State of Virginia, or the county 
of Arlington? What is Arlington—a county or a city? : 

Mr. A county. 

Mr. Puruurps. On the other hand, I am not sure we would want to 
make a windfall for somebody just because he happened to have a 
piece of property there on the highway. 

Mr. Noten. We would not regard the appropriation of any specific 
amount as in any way impairing the Commission’s decision to nego- 
tiate a fair price, or to go into condemnation. We have a long history 
of successful negotiation with owners here in the District in securing 
properties at fair values. We go into condemnation when we feel it 
is necessary. 

Mr. Tuomas. Yes;,but you are asking this committee to approve 
this language: 

For an additional amount for “land acquisition, National Capital Park, 
Parkway, and Playground System,” $60,000, to remain available until expended. 
to be used for carrying out the provisions of section 1 (a) of the act of May 29, 
1930— 
and so forth. 

Mr. Nouen. That is the usual language. 

(Discussion off the record.) 


APPRAISED VALUE OF THE PROPERTY 


Mr. Puiuuips. Mr. Kinnier, do you appraise in Arlington County on 
the basis of 33 or 35 percent? 

Mr. Kinnrer. On industrial property, not commercial property, 
the county is purchasing property at the ratio of about 5 to 1. We 
have in the last 2 or 3 years purchased commercial property at that 
ratio, and-residential property sometimes runs 3 to 4 to 1. 

Mr. Purtuirs. That would put your value prior to the fire at about 
$100,000. 

Mr. Kinnrer. That is right. 

Mr. Puixuirs. And the insurance would take off $30,000 or $40,000, 
which brings the actual value, according to your estimates, to about 
$60,000. 

In other words, our problem is—is it worth it to the Government to 
pay a bonus of $60,000? 

r. Kinnter. I think the plant has never been appraised. That is 
where the value is. The land value is pretty well definitely known. 

Mr. Puituirs. Your assessor must at some time have appraised it. 

Mr. Krnnizr. Yes. 

Mr. Puiuurps. I have here a series of figures indicating the ap- 
praisals for 5 years. 

Mr. Tuomas. They appraised the land at $5,900. 

Mr. Kinnier. I have a total appraisal here of $17,000. 

Mr. Paruures. Certainly we should put some hmitation on it, as 
Mr. Nolen has already testified that this is not a final figure, but an 
estimated figure, and we probably should put some limitation on it as 
to the amount that might be paid. 

Would that: help you in your negotiations? 

Mr. Nouen. Yes, it would. 

(Discussion off the record.) 
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BACKGROUND AND PROCEDURE OF PLACING VALUE ON PROPERTY 


Mr. Puiuuirs. Now do you want to complete any testimony or 
parts of your testimony which have not been covered? 

Mr. Noten. In January of this year we received a resolution from 
the Arlington County Board asking us if we would request funds to 
buy this property at a price, that the owner had submitted as a firm 
offer, of $120,000, of which Arlington County and the State of Virginia 
would pay $60,000 and the Federal Government $60,000, under the 
terms of the Capper-Cramton Act. The property would be an addi- 
tion to unit 1 of the George Washington Memorial Parkway. 

Originally the property was within the taking lines of the parkway, 
but was eliminated back in 1934 and 1935 because of inadequate funds 
to include it in the taking lines at that time. 

The property has been a tremendous nuisance to public authorities 
and we have been urged even prior to the fire to see what could be 
done to acquire the property as part of the parkway and eliminate 
this continuous nuisance and detriment to the development of the 
parkway and the public interest along that shore. 

The Commission passed a resolution authorizing the submission of 
the estimate of $60,000, and at the same time when it passed the 
resolution, also said that the submission of that estimate which, of 
course, would become public knowledge, was no commitment as to the 

rice. 

/ I repeat what I said a little earlier, that our procedure in determinin 
the price of properties to be acquired is to have appraisals made an 
when we are involved in any agreement with another Government 
agency, there is an appraisal made by representatives of each agency. 
That becomes a basis, then, for our land purchasing officer to negotiate. 
If he cannot negotiate within that appraised price, then the property 
usually goes to condemnation, or there is a settlement on what the 
Commission may sometimes feel would be less than what we might 
have to pay in condemnation. 

Our procedure in this case for appraising the property would be to 
utilize the services of another Government agency that is familiar 
with appraising industrial properties of this kind. 

Mr. Tuomas. You keep on calling this industrial property. 

Mr. Nouen. It is zoned for industry. 

Mr. Tuomas. The mere fact that you call it industrial property 
does not make it industrial property. Here is a piece of property 
that is not big enough to raise an umbrella on, and what industrial 
man is going to come by and pay $10 a square foot for it? It is not 
big enough. And as purely a nuisance proposition to the local com- 
munity, why cannot the local community abate the nuisance? 

Mr. No.en. I think I did not make this point before, that not all 
of his plant was damaged by the fire. He still has some equipment 
and some tanks there that are still usable. 

Mr. Tuomas. For what? 

Mr. No.en. For restoration of the same plant. 

Mr. Tuomas. Now, listen: You are talking about something I 
know something about. 

Mr. Puivurps. You are talking to a Californian and a Texan, now. 
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Mr. Tuomas. He is no more going to establish that plant there than 
the man in the moon. You know and I know that the RFC will get 
the whole thing in about 60 more days if you just sit tight. 

Mr. Noten. On the question of his ability to restore the property, 
I would prefer to have Mr. Kinnier, who is the director of the Arling- 
ton County Planning Commission and is quite familiar with the local 
situation, testify. 

Mr. Tomas. Regardless of his ability to restore, if it is a public 
nuisance, why doesn’t Arlington County order him to abate it? 

Mr. Putuures. That is a good question. I do not know about it in 
your county, but out my way these oil recovery plants are not as 
profitable as has been testified here. 


Mr. Tromas. The mere fact they owe the RFC that money indi- 
cates that. 

Mr. Nowen. I think it might be appropriate at this time for our 
land purchase officer, Mr. Grotecloss, to make a brief statement on 
the value of the plant prior to the fire and what he knows about the 
value now. That may be germane to your question. And I think 
Mr. Kinnier can tell you more about the owner’s point of view of 
what he can do with that property; because he has naturally been in 
touch with him, being the responsible Arlington County authority. 

Mr. Puituirs. But as of today, he has to go to the Arlington 
County authorities to get a permit to do it? 

Mr. Nouen. I would assume so. 

Mr. Putuures. Mr. Kinnier, you are what official of Arlington 
County? 

Mr. Kinnter. I am director of planning. 

Mr. Puiuures. Do you think Arlington County is going to give him 
a permit to reconstruct a public nuisance? 

Mr. Krnnrer. He has an application for a permit pending. 

Mr. Tuomas. Answering Mr. Jonas’s question, the frontage on the 
highway is 52 feet, by 225 feet deep. 

Mr. Broyuiiu. If I may be permitted, Mr. Thomas pointed out 
the question of obtaining a permit for industry. We have very strict 
zoning regulations over there and where property is suitable for indus- 
trial purposes so far as the regulations are concerned and is zoned 
“industrial” and the owners have a permit to use it for industry, the 
zoning itself would establish the value of the property in many loca- 
tions. Where it may not be worth anything for residential or other 
Agito purposes, the mere fact it is zoned “industrial” establishes 
its value. 

Mr. Putuures. He could build on it some sort of improvement that 
was not necessarily an oil refinery; he could put a business building on 
it, if he wanted to? 

Mr. Broynitu. That is true. 

Mr. Purures. It would still be obnoxious, but not so obnoxious to 
the health, or highway maintenance. 

Mr. Noten. On that point, the rough topography there suits the 
purpese, because of the steep slope. here is a 45-foot difference of 
elevation between one end and the other, and the tanks are arranged 
on different levels, so that they have a gravity flow as the oil moves 
down and goes through the different processes. 

Mr. Puiuures. I will ask Mr. Nolen the same question I asked Mr. 
Kinnier, that is, do you think the County of Arlington is going to give 
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him a permit to rebuild a public nuisance? You have classified it as 
a public nuisance, and you say you have had him in court on the basis 
of its being a public nuisance. 

Mr. Nouen. If that is the point you wish to clear up, I would like 
Mr. Cary of the District Health Department, to testify on their efforts 
to abate the nuisance. 

You see, as a result of their spilling this oil on the ground, first it 
flows over the park property through a culvert, and then out into 
the river which is part of the District of Columbia, so the District 
of Columbia comes into this picture right away. Arlington County 
is not involved except that the source is in Arlington County. 

Mr. Putuirrs. | would say it was a rather strategic involvement. 

Mr. Noten. It is very complicated and these witnesses are prepared 
to testify now, if you wish them to. 

Mr. Tuomas. Who owns the school adjacent to this property? 

Mr. Kinnier. That is not a school; that is an electrical contractor’s 
office. 

Mr. Puruurrs. I thought it was a school; [ have been calling it a 
school right along... Is that a manufacturing business? 

Mr. Kinnter. It is an electrical contractor’s office, and is the 
headquarters of Walter Truland & Co. It looks very much like a 
building. 


~ Puiurrs. From the highway, it gives the impression of being a 
school. 

Mr. Kinnier. Architecturally, it is a nice building. 

(Discussion off the record.) 

Mr. Noten. Now I would like you to hear Mr. Cary. 


WATER POLLUTION BY OIL REFINERY 


Mr. Cary. My name is William H. Cary, Jr., and I am Chief of the 
Division of Public Health Engineering of the District of Columbia 
Health Department and as such have as one of my responsibilities the 
control of the pollution of surface waters in the District of Columbia, 
particularly where it pertains to industrial waste. 

The Worthington Oil Refinery located in Rosslyn was directed to 
our attention by both the Habor Police and the Park Police, because 
of a large spill of oil which occurred in the vicinity of that plant. 
We made some tests, collected some samples and checked the oil film 
on the surface of the little stream in the area and as a result presented 
some material to the District Attorney’s office which went to the 
gue jury, and the Worthington Oil Refinery was found guilty on 
June 11, 1951, and a fine of $1,000 was levied. The fine, however, 
was put in escrow because the judge felt, after conference with us, that 
the money might better be spent in antipollution measures than be 
collected by the Government as a penalty for having polluted the 
river. 

Mr. Worthington indicated at that time he would take extensive 
measures to abate the nuisance. 

Mr. Puruturps. Here Mr. Thomas has in his hands some photo- 
graphs. If you mean to say that Arlington County does not have 
authority to stop oil pollution, or the District of Columbia, or the State 
of Virginia, then it seems to me you do not belong here; you belong in 
the District Building, or the county building, or the State Capital. 
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Mr. Cary. Our difficulties are many, sir, and I would like to explain 
them a little bit to you. 

The plant is in Virginia. It is difficult for us in the District of 
Columbia to take action against a plant that is in the State of Virginia 
that pollutes the waters of the District of Columbia. We have some 
photographs here that my assistant will be glad to identify and discuss 
the specific details of with you, but the situation is this. The Virginia 
antipollution law is such that it requires that the person across whose 
land the pollution enters the stream be prosecuted. That means in this 
instance that the Federal Government owns the land across which the 
oil enters both the Potomac River and the little tributary that is there. 
The oil does not get directly from Worthington’s plant into the river; 
it flows from his plant onto land adjacent to it and below it. 

Mr. Paitures. But you must have a right of action of some kind 
against Worthington. 

Mr. Carry. We did succeed in collecting that $1,000 fine. 

Mr. Puruures. Has there been any oil seepage since that time? 

Mr. Carey. Yes, sir, on numerous occasions. And I would like to 
enter into the record a little history of the situation. 

Mr. Puituies. I think that is a good idea. 

(The matter above referred to is as follows:) 


Review oF PoLucTION oF THE Potomac RivER BY WorRTHINGTON REFINERS, 
Inc. 


Mr. Worthington and the Worthington Oil Refiners, Inc., were charged with 
pollution of the Potomac River on June 15, 1949. On September 12, 1949, the 
cese was presented to the grand jury and court hearings were held from January 4 
to January 13, 1950. A verdict of guilty was returned against the Worthington 
Oil Refiners, Inc., on the latter date and the company was ordered to abate the 
pollution within a specified period. 

A hearing was held by Judge Morris on May 31, 1951, in regard to the expiration 
of that time. The company was given additional time until June 10, 1951, to 
submit plans for an effective system to prevent further pollution of the river and 
to show proof that contracts had been let for the work. Failure to comply would 
result in e $1,000 fine. On June 11, 1951, the probational period ended and the 
fine was levied. However, the money was to be held in escrow for 60 days and, 
if the company had corrected conditions within that time, the money was to be 
returned. The 60-day period expired August 11, 1951. 

Occasional inspections of the stream were made by the Bureau after the 
expiration date. On September 21, 1951, it was observed that a considerable 
quantity of oil had been discharged to the stream. Thereafter daily inspections 
of the receiving stream were made. Another discharge of oil to the stream was 
noted on September 28, 1951, and oil was observed coming from the outfall pipe 
in the culvert over the stream. Samples were taken to the Health Department’s 
laboratory and pictures were taken showing the oil and stained condition of the 
stream bed. 

A joint inspection of the Worthington plant was made by members of the Vir- 
ginia Water Control Board and this Bureau on November 6, 1951. It was found 
that the pipeline from the plant to the National Capital Parks storm drain had 
been broken and a concrete plug poured into it within the company grounds. No 
other pipelines to the stream were found. Mr. Worthington stated that the plug 
had been in for a month and he had made no discharges since then. He also 
stated that he was collecting spent waters in tanks installed for this purpose and 
proposed to treat the water and reuse it. Representatives of ‘both inspecting 
agencies agreed that definite action had been taken to abate pollution, but that 
it was not possible to predict whether or not this proposed treatment system 
would successfully prevent further pollution since both its design and methods of 
operation were empirical and did not follow patterns normally accepted in that 
both surface runoff and process water were to be handled together. In the event 
of a heavy rain it was possible that the treatment plant would be so overloaded 
as to render it incapable of properly performing its functions. 
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On. December 10, 1951, this Bureau contacted Mr. Farry Thompson of Na- 
tional Capital Parks. He was asked if his organization would plug the pipeline 
from the plant to the storm drain at the point where the line enters the drain. 
This plug would be in addition to the one installed in the opposite end of the drain 
by Mr. Worthington. Mr. Thompson stated that this would be done if Mr. 
Worthington would assure National Capital Parks that he no longer needed the 
out fall and that plugging it would not cause any oil to overflow onto park prop- 
erty. (An inspection on Wednesday, March 11, 1953, disclosed no plug to be in 
place at the storm drain.) 

On January 8, 1952, representatives of this Bureau inspected the Worthington 
oil plant to determine if any recent pollution had resulted from its operations. 
This inspection was made at the request of Mr. Edward W. Garrettt chief United 
States probation officer, for Judge Morris who in turn desired this information 
preparatory to making a decision on the pending case. Inspection revealed that 
two 20,000-gallon process water tanks were coated with oil from being filled to 
overflowing. While this inspection did not disclose that the newly installed 
system would allow pollution to reach the river, the overflowing tanks prevented 
an issuance of a statement that it was functioning properiy. Asa result of this 
inspection Judge Morris directed Mr. Garrett to hold the $1,000 fine in escrow 
until Mr. Worthington could prove to the Bureau of Public Health Engineering 
that his water-treatment plan was effective in preventing polluting material 
from entering the Potomac. 

On February 26, 1952, a complaint was received of oil on the Potomac River 
in the vicinity of the Worthington oil refinery. An inspection by the Bureau 
of Public Health Engineering and the Harbor Police revealed a mixture of oil and 
water coming from the pipe leading from the plant into the storm sewer system 
serving the parkway. (This drain was supposed to have been plugged by Mr. 
Worthington.) This was the third substantiated case of oil pollution in the 
Potomac River from the Worthington oil refinery since the trial for the same 
offense. Reports on this instance of pollution were forwarded to Mr. Garrett 
who in turn informed Mr. Robert Scott, United States attorney in charge, grand 
jury of the Bureau’s findings and reports. 

nm April 5, 1952, this Bureau contacted Mr. Burke, United States attorney’s 
Civil Division relative to the Worthington case. Mr. Burke stated that arrange- 
ments were proceeding to obtain an injunction against Mr. Worthington’s pol- 
luting the river by arraigning him before the Virginia District Court. Such an 
injunction would make it easier to levy subsequent fines and/or imprisonment 
upon Mr. Worthington should further offenses occur. 

On April 14, 1952, this Bureau contacted the Attorney General’s Office relative 
to a new suit being brought against Mr. Worthington and the Worthington 
Oil Refiners, Inc., for presentation to the grand jury. 

On May 29, 1952, an inspection of the Worthington Oil Co., by this Bureau 
and National Capital Parks disclosed several instances of pollution. At this 
time it was noted that oil was leaking from the bank adjacent to the plant and 
running into the stream. This oil appeared to be seeping under the ground from 
the refinery to this point in the stream bank. 

On June 9, 1952, the $1,000 fine levied against the Worthington Refineries Co. 
Inc., and since held in escrow, was deposited in the Federal Treasury. 

On September 4, 1952, Mr. A. H. Paessler, executive secretary, Virginia State 
Water Control Board, and Mr. Gilbert Levin, public health engineer, Bureau 
of Public Health Engineering, visited the Worthington plant and surrounding 
territory to investigate further alleged discharges of oil. This visit disclosed 
that grass on the embankment between the Memorial Highway and the owner’s 
plant was “‘scorched” as though it had been burned, as was some of the grass in 
the center strip between the two lanes of highway. It was found that the 
“burning”’ of the grass was due to surface oil discharged over a retaining wall 
when heavy rains caused flooding of this area during the first part of August 
1952. The small tributary stream adjacent to the plant showed a film of oil on 
its surface and further investigations revealed that this came from oil-soaked 
material adjacent to the stream. 

On March 11, 1953, representatives of this Bureau visited the Worthington 
oil refinery to determine if any pollution was discharged or being discharged 
into Potomac River as a result of a fire which destroyed 30,000 to 40,000 gallons 
of the refinery’s oil. This fire occurred at 2:42 a. m., Wednesday, March 11, 
1953, and was attributed to a broken oil line which spilled oil upon a hot refinery 
still and ignited. This visit disclosed that the adjacent tributary stream was 
being polluted by a mixture of oil and water that gushed from a point in the 
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streams bank approximately 3 feet above the surface of the stream itself, A 
po sample of the discharge showed the amount to be over 25 percent oil. 
rge patches of oil were noted on the Potomac River in the vicinity of the oi] 
ES and as far downstream as Key Bridge. Considerable damage was done 
y the oil to the grass and one bank of the adjoining Memorial Parkway. This 
inspection revealed that oil which seeps into the ground at the plant can readily 
flow through porous fill material into the adjacent stream and be eventually 
discharged to the Potomac River. Kodochrome pictures were taken of instances 
during the visit. 
n March 12, 1953, representatives of this office held a meeting with Charles 
M. Irelan, United States attornev for the District of Columbia. Traistoce of the 
conference was to discuss the Worthington plant with the view in mind of 
obtaining further prosecution proceedings. Mr. Irelan was informed that this 
Bureau was of the opinion that two separate actions were being taken against 
Worthington by the United States Attorney’s Office, one by the Civil Division 
and the other by the Criminal Division. The United States attorney could 
not enlighten us as to the status of these actions, if any; however, he stated that 
he would look into the matter immediately and inform us as to his findings. 

An inspection of the Worthington oil refinery on June 29, 1954, by representa- 
tives of the Bureau of Publie Health Engineering disclosed three pools of heavy 
cil in the stream adjacent to the refinery. This oil was located next to the point 
in the stream bank where oil on a previous occasion has been observed discharging 
tothe stream. The refinery was in essentially the same condition as when observed 
immediatelv after the fire that partially destroyed the plant on March 11, 1953. 
A large pool of oil was standing on that part of the refinerv property adjacent to 
the George Washington Memorial Highway. This inspection indicates that the 
refinery has saturated the fill land under and surrounding the plant to extent that 
oil is still polluting the Potomae River even though the plant has been out of 
operation for over a year. 


Joun V. Brink, 
Public Health Engineer, Bureau of Public Health Engineering. 

Mr. Cary. I would like to tell you briefly what the difficulty is. 
In the case we started he was charged in June of 1949 and found 

ilty in January of 1950. The fine was levied in June of 1951. 
Subsequent discharges of oil from the plant were noted on two dates in 
September of 1951, and we had long conferences with the water- 
pollution authorities of Virginia concerning the matter and they 
agreed with us that the operation of the plant was purely on an 
empirical basis. 

Mr. Putturrs. I do not want to interrupt you, but we are in session 
upstairs and it seems to me we really are wasting time on this. We 
are all constrained to say this is a nuisance and the only question 
actually before this committee is, How much is it worth to buy it? You 
can put in the record any statement you want, but I think what this 
committee wants to know is how you arrived at the figure of $120,000 
as the basis upon which to buy a piece of property, unless you are 
saying that we just have to pay a large bonus in order to get this piece 
of property, which I do not believe we would be willing to admit, on 
the evidence. 

Mr. Jonas. And it would be on the basis of the worth of the property 
today, and not what it was worth before this plant burned down. 
I think in establishing the fair market value as it stands today, you 
have to consider the possibility of its future use, which is nil in my 
judgment. 

Mr. Cary. This is an oil cracking plant. 

Mr. Purtuirs. It is an oil recleaning plant, is it not? 

Mr. Cary. Well they crack the oil as well there. They could 
reestablish this plant at that location. In fact, Mr. Worthington 
has been in correspondence with my office concerning it. 

Mr. Puiturps. But can he obtain the permit in Arlington County? 
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Mr. Cary. We understand the property is zoned industrial and his 
operation would not preclude him from obtaining a permit to rebuild 
the plant. It is perfectly possible, as I understand, for him to ask 
and receive a permit to rebuild his plant. 

Mr. Puaruuips. I am no lawyer, and I do not live in Arlington. 

Mr. Broyuiiyi. And the plant was there before the highway. 

Mr. Nouen. He has a right to rebuild. 

Mr. Jonas. I think you are correct. 

Mr. Putturrs. But he would not be permitted to let oil flow down 
over the highway. 

Mr. Jonas. They might be able to stop that, and I think they are 
able to stop that. 

Mr. Cary. Physically, I do not think vou can operate a plant of 
that kind in that location and prevent oil from coming down over the 
highway; because he depends on surface water runoff for part of the 
water supply that he uses in his operation and when we get a torrential 
rainfall around here which brings us 6 inches of rainfall in a 24-hour 
period, be cannot possibly enclose that much water in his plant that 
is physically located in a bird’s nest, so to speak, on a steep slope above 
a tributary and a piece of park land that adjoins the Potomac River. 
And right today there is oil still seeping out from underneath the 
plant and he has not been in operation for more than 15 months. 

I do not possibly see how he can get back in operation up there; 
they are bound to have spills and they have spills of this type all the 
time. Most of them dike up the land to contain the spills that occur. 
My experience with this type of industry is that it does increase the 
hazard terribly for this type of pollution, and I have been in this 
business for a good many years. 

Mr. Tuomas. Do you think a prudent man would spend his own 
money to go back on that piece of property and build a plant? 

Mr. Cary. I think Mr. Worthington would. 

Mr. Tuomas. The way to get land suitable for the purpose is to 
go to some other place and get something four or five times more 
suitable. 

Mr. Cary. A considerable portion of his plant could be remodeled. 

Mr. Puiuuips. But he only has the foundation. 

Mr. Jonas. And it is 15 months now since the fire and what has 
he been waiting on? He is not making any money now from this 
plant and has not for the last 15 months, has he? 

Mr. Cary. Not that I know of. 

Mr. Jonas. That it seems to me is some evidence of his intent. 

Mr. Broyuiuu. He has been hoping to negotiate with the Federal 
Government for this land. And if I may suggest again, recognizing 
that the committee feels that the negotiated price, so far, is rather high, 
would it be possible to approve the appropriation with the qualifica- 
tion—I do not know whether that could be done, or not, but a stipula- 
tion that it be acquired at an appraised value, or by condemnation, 
and not necessarily at a figure unofficially agreed upon by the inter- 
ested parties. 

Mr. Puruups. Thank you; that is a good suggestion. 

Now, Mr. Nolen, did you really want to put some more material in 
the record on price? 

Mr. Noten. I do, very much. 

Mr. Putts. Put in what you want to about the desirability, but 
do not take too much time on it here, because I think we all admit that. 
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Mr. Cary. I think it is highly desirable that everything be done to 
remove this industry from its present location. 

Mr. Purtures. | think this committee will agree with you. I think 
we would also say we hope the fullest pressure will be put upon 
Arlington County and the State of Virginia to clean up that nuisance. 

Mr. Tuomas. Do you think the Federal Government has jurisdic- 
tion to go in and try to abate every nuisance in the United States? 

Mr. Cary. No, but I think this is one where the Federal Govern- 
ment has considerable interest in the adjoining property, where the 
interest transcends the rights of some of the other people to do some- 
thing about it. 

We have to wait until he pollutes the river before we can do some- 
thing about it. If the State of Virginia takes action 

Mr. Tuomas. Does this little refinery pollute your river any more 
than one of those tankers that comes up once or twice a week and 
unloads 50,000 barrels of oil? 

Mr. Cary. Tremendously so. 

Mr. Tromas. I doubt it. 

_ Mr. Noven. I can testify from personal knowledge on that. 
Several years ago we had summer concerts at the Watergate and 
I saw crowds coming back from that affair, some 60 to 100 canoes, 
with black oil smeared over those canoes and the white clothes of the 
girls and boys that had been down there ruined by this scum of oil. 

Mr. Puitures. What is this little contribution we make of $5,000 
every year from this committee to unpollute the river? Why does 
not the Commission stop that? 

Mr. Nouen. Mr. Cary can testify on that very point. I think he 
cannot do anything until it happens. 

Mr. Cary. There has to be the pollution before we can act. If 
Virginia is going to act against the polluter, they have to act under 
their law, and if it is the Federal Government, because it is across 
Federal land that the pollution flows into the river, they are rather 
helpless to do anything about it. By the time it reaches the river we 
can do something about it; but it is after the fact, not before the fact. 

Mr. Noven. Mr. Chairman, Mr. Levin has 2 or 3 things he wants 
to point out. 

Mr. Puruurps. All right. 

Mr. Levin. Just two points. One is that insofar as the quantity 
of oil discharged goes, it has been as high as 30,000 gallons in 24 hours, 

Mr. Tuomas. Thirty thousand gallons in 24 hours? 

Mr. Luvin. Yes. 

Mr. Tuomas. He really lost money that day. How did you measure 
that 30,000 gallons? 

Mr. Levin. By measuring the capacity and knowing that it spilled 
the whole thing. 

Mr. THomas. How do you know it was 30,000 gallons? 

Mr. Levin. Mr. Worthington told me. 

Mr. Tuomas. That he lost 30,000 gallons? 

Mr. Levin. Yes. 

Mr. Tuomas. How did he lose it? Did one of his tanks go bad? 

Mr. Levin. That is right. He had to relieve that during a rain- 
storm. He catches both his process oil and makeup water in a 
retaining wall. 

Mr. Tuomas. How often does that happen? 


| | 

M 
M 
M 
galle 
M 
M 
in th 
ture 
for 
sam 
A 
that 
Act 
unl 
ap 
him 
kne 
tan 
his 
} 
No 
yor 
tel 
ag 
th: 
pa 
los 
an 
Vi 
el 
d 

b 
r 
b 
5 


955 


Mr. Levin. Every time we have a heavy rain. 

Mr. Tuomas. He loses 30,000 gallons? 

Mr. Levin. No. I know of only one instance that he lost 30,000 

allons. 
' Mr. Tuomas. Do you know of any other instances? 

Mr. Levin. I know of many other instances when oil was detected 
in the river, from complaints from the yacht clubs, and we have pic- 
tures showing some of the oil spills. Unfortunately, when the spills 
occur we cannot be there with the camera, but that evidence persists 
for weeks. I have been on the river myself and have picked up 
samples from the spills. 

Another reason he may desire to remain in his present location is 
that his plant went into operation before the Virginia Water Pollution 
Act was effective. Under the act they cannot put him out of business 
unless he builds at a new site. If he builds at a new site, it will require 
a permit and no permit would be issued in Virginia; they have told 
him that, and I am sure Maryland would deny him a permit and I 
know the District would. He told me he would keep the storage 
tanks, at least, in technical operation as storage because by so doing 
his permit remains in effect. 

Mr. Tuomas. You gentlemen apparently investigated all the angles. 
Now tell us about the RFC angle. 

Mr. Noten. Mr. Grotecloss, our land purchase officer, will tell 
you about that. 

FINANCIAL SITUATION WITH RFC 


Mr. Grorectoss. I can tell you roughly the situation. I cannot 


tell = the exact date, but probably in the neighborbood of 10 years 


ago Mr. Worthington borrowetl around $75,000 from the RFC. Since 
that time he has been in difficulties continually and has been unable to 
pay interest on it. 

; Mr. Tuomas. He has not paid interest, much less amortized the 
oan? 

Mr. Grorectoss. That is right. So about the time of the fire the 
amount of loan plus the unpaid interest amounted to roughly $84,000. 

Mr. Tuomas. And the original loan was for $75,000? 

Mr. Grorectoss. Yes. 

Mr. Tuomas. Has the RFC foreclosed its loan yet? 

Mr. Grorectoss. They have not foreclosed. 

I would like to divert for a minute and go into the question of 
value, which I think is troubling you gentlemen more than anything 
else at the moment. 

Mr. Jonas. Before you leave the RFC loan, how much insurance 
did it have to protect its loan? 

Mr. Grorectoss. I do not know the total amount of his insurance 
but I do know the amount of damage that was collected. That was 
about $43,000. 

Mr. Jonas. Is that in escrow? 

Mr. Grorectoss. That went directly to the RFC and they have 
refused to let Mr. Worthington have it to rebuild his plant, probably 
because of his past unfortunate history in not paying the interest, 
which made him a bad risk. 

Mr. Jonas. Go ahead with your values. I am sorry I interrupted 
you. 


956 


Mr. Grorecioss. A few days after the fire the Arlington County 
Board requested us to look into the situation to see if it might not be 
the opportune time to purchase the property. 

Mr. Tuomas. Do you know why the RFC has not foreclosed its 
oan? 

It is 10 a past due. Have you contacted them and asked them 
why they have not foreclosed? 

Mr. Grorec.oss. I have had several meetings with them, and as | 
see the picture, they hope we can do something and we have hoped 
they would foreclose. The RFC gets its prneern; ers if the appropria- 
tion is made. I think roughly $42,000 or $43,000 is due them which 
they would get out of the $60,000 we are requesting if we bought the 
property. 

Basically I am the land purchase officer, but I have an appraising 
and background. 

Mr. Tuomas. At how much do you appraise the market value of 
this land as of today? 

Mr. Grorec.oss. I have not appraised it as of today. 

Mr. THomas. When did you appraise it? 

Mr. Grorectoss. I appraised it between a month and 2 months 
after the fire. 

Mr. THomas. What was your appraisal at that time? 

Mr. Grorecvioss. I am making a distinction for this reason. At 
the time I appraised it, I appraised it on the basis of a going concern, 
figuring that after the fire insurance company paid the loss they could 
get in business again. 

Mr. Tuomas. Let us get down to cases. What is your best guess 
as to the fair market value as of today? 

Mr. Grorectoss. I would hate to ptt a value. 

Mr. Tuomas. What is your job? 

Mr. Grorectoss. I am the land purchase officer. In Government 
agencies today, we try to separate appraisals from negotiations because 
it is considered bad business as a rule for the negotiator to have been 
the appraiser. 

Mr. Paiuurps. I think the witness can answer Mr. Thomas’ question 
off the record on the basis of what he considers the property to be 
worth as of now. 

(Discussion off the record.) 

Mr. Puiturrs. We will go back on the record now. 

, Mr. Tuomas. What would a tightfisted Virginia businessman pay 
or it? 

Mr. Grorectoss. It is a misplaced operation entirely and should 
be out of there. 

Mr. Tuomas. I am talking about what would some good Virginia 
businessman spending his own money pay for it? 

Mr. Puruurrs. I do not think the witness can answer for him. 

Mr. Tuomas. Have you contacted any of them to see what they 
would pay? 

Mr. Grorectoss. It is a one-purpose operation. Mr. Worthington 
is president of the association of rerefiners, and he claims that through 
his friends he can get the money to rebuild. 

Mr. Tuomas. We are not concerned with that. We are concerned 
with what is the fair cash market value of that land as of today. 
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Mr. Purvurps. In a sense that has some relation to it, because if 
he could raise the money we may have to pay something for the 
nuisance value. 

Mr. Tuomas. If a man has not been able to pay the interest on his 
loan for 10 years, he is not going back in business. 

Mr. Puuurrs. I do not think anyone would lend him money on the 
basis of his record with the RFC. 

Mr. Grorectoss. It is a pure gamble. He has had two reasons for 
not making much money recently. 

Mr. Jonas. Mr. Chairman, do you know how to settle this whole 
thing? Let the RFC treat him like everybody else and foreclose the 
mortgage. 

Mr HomAs. Let us get the RFC in here and see why they have 
not attended to their business. 

Mr. Jonas. That is the way they would do me, I hope. 

Mr. Grorectoss. As a going concern I think it has a value of 
$240,000. That rough appraisal was made because we had no mone 
to hire an appraiser and before I started negotiations I wanted a shiek 
idea of what the value was. As soon as I determined there was that 
much value, I knew we did not have that much money. 

Mr. Putiures. I think that is a fictitious value. It may have had a 
value at some time that justified an asking price of $340,000, but 
neither you nor anyone else would have considered that a reasonable 

rice. 

: I have in my hand the actual assessed valuation on that refinery for 
the years 1950 to 1955, inclusive, 5 years, and at no time has the 
assessed valuation of the land and improvements been more than 
$21,980. That is the highest assessed valuation of the county for tax 
purposes. The assessed value for tax purposes on residential property 
is 40 percent and on business property the witnesses have testified it 
is5tol. Giving him the full benefit and saying 5 to 1, that is $110,000 
actual valuation, which is the highest valuation anyone in Arlington 
County ever put on it. So I think you are out of order in coming here 
and saying at any time it had an appraised value of $240,000. Maybe 
the owner could have asked that if he wanted to sell, but that was his 
own appraisal and not the appraisal of a reputable appraiser. 

Mr. Tineiatien That is right. My estimate was based on re- 
placement cost minus depreciation as applied to a going concern. 

May I point out this one thing, sir, that we get appropriations 
every year to buy property. After we get the money we have fee 
appraisers, usually two fee appraisers, appraise the property, and we 
almost never pay more than that appraised value. 

Mr. Puiuurps. So you have any idea that the county supervisor 
or whoever it is would give you that much money to buy that property? 

Mr. Grorecioss. e certainly will not pay more than the ap- 
praised value. 

Mr. Jonas. What do you say about the suggestion I made? You 
do not have to have any appiaisal. You put the property up for 
sale and sell it just as you do in the case of any defaulted mortgage. 
Here is one that has been in default 10 years. I would like to find 
out how they justify carrying this man in default for 10 years. 

Mr. Puiuurs. | So a simpler solution than that. e can just 
authorize the RFC to cancel the debt when Mr. Worthington turns 
over a deed in fee simple to the Federal Government. 
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Mr. Tuomas. Maybe they are entitled to a deficiency. Why not 
treat him like everybody else, and foreclose and take a deficiency for 
whatever is left. 

Mr. Puiuuips. I am being realistic. I do not think our chances 
of getting the $43,000 are very good, so let us cancel the debt and 
take a deed. 

Mr. Jonas. How do we have the authority to do that? I would 
like to know how this man has been able to get by all these years with- 
out having this mortgage foreclosed. 

Mr. Puiuips. I will ask the clerk to arrange for some representa- 
tive of the RFC to come here next week. 

Were you going to give us some more figures? 

Mr. Grorec.oss. | have an itemized list of all the tanks, pipes 
and fittings, and so on. 

Mr. Puiturps. They are all gone. 

Mr. Grorecioss. No. The fire only affected about 20 percent of 
the plant. 

Mr. Tuomas. You know what that stuff is worth. 

Mr. Puiuurrs. We do, if you do not. 

Mr. Tuomas. All that is left over there is worth what any good 
junk dealer will pay him for it, as salvage. As far as a going concern, 
it has no more value than that wall 

Mr. Grorectoss. As a going concern I think it has some value. 

Mr. Puitures. Mrs. Buchholz, do you have anything to say about 
that? No housewife would pay $240,000 for property like that? 

Mrs. Bucnuowz. I just want to say Arlington County is willing 
and prepared to go along with what is reasonable. Certainly it is 
an eyesore and it is a nuisance to the community and people in that 
vicinity have been dissatisfied about it for a number of years. Even 
before I went on the Board I heard a great many complaints about 
the plant and they have wished it was away from there for a long, 
long time. 

Mr. Jonas. Has anybody prayed about it? 

Mrs. Bucuuotz. I do not know about that. 

Mr. Jonas. I was thinking about the fire. 

Mrs. BucnHouz. Maybe that is the way their prayers were answered. 

Mr. Puixurs. We thank allof you. lam not trying to cut the hear- 
ings short, but our function is to provide money and not to discuss the 
details of pollution and so forth. We are able to agree it is an unde- 
— item but we do not see why you have not taken care of it 

efore. 

Mr. Tuomas. Do you have a lot of fumes and odors from the plant? 

Mrs. Yes. 

Mr. Grorectoss. The cost of removing the above-ground tank, 
fixtures, and so on, and reerecting them, would amount to about 
$40,000. They are saturated with oil. Some are very large. There 
are quite a few 20,000 gallon tanks. It takes unusually heavy machin- 
ery to move them. We have a bid on moving them: furnished by the 
Heron Todd Steel Construction Co., Inc. 

Mr. Puituirs. Who is supposed to move them? 

Mr. Grorecioss. That would come out of whatever money we 
agreed to pay Mr. Worthington. 

Mr. Then why is not better than I 
thought myself, that we authorize the RFC to cancel its debt in return 
for a deed and that Arlington County and the State of Virginia set up 
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whatever cash is necessary to do the moving, which you now say will 
be only $40,000? 

Mr. Broyuityi. That may be a good proposition. Virginia has put 
up $60,000 already. You are offering $43,000 and let Worthington 
take his junk away. 

Mr. Jonas. I do not quite follow that. 

Mr. Grortectoss. It will cost Mr. Worthington $40,000 to remove 
the tanks and reerect them. 

Mr. Broyuitu. But Worthington would take the $120,000 and 
move the stuff off. That leaves $17,000. He takes off all the debris. 
I did not think the committee would be that kindhearted a few 
minutes ago. 

Mr. Paruurps. I am not sure they will. That was only the chair- 
man’s idea, 

Mrs. Bucnuouz. Arlington County has $30,000 appropriated for 
this purpose and the State has the same. 

Mr. Puiuures. In view of the fact foreclosure should have taken 
place 4 or 5 years ago, I should think he would be very anxious to 
take that offer. 

Mr. Noten. In conclusion, we are in an unusual position to buy 
this property now in that Arlington County and the State of Virginia 
are in the mood and have the money to pay 50 percent of the cost 
and the plant has been partly destroyed by fire. 

Mr. Putuurps. Off the record. 

(Discussion off the record.) 


Turspay, 6, 1954. 


Sratus oF Loan By Reconstruction Finance CorpPpoRATION 


WITNESSES 


LAURENCE B. ROBBINS, ASSISTANT TO THE SECRETARY OF THE 
TREASURY 

SAMUEL M. WEINSTEIN, ASSISTANT GENERAL COUNSEL, LITIGA- 
TION DIVISION 

WILLIAM A. CHADWELL, LIQUIDATION DIVISION, RFC 


Mr. Puruurrs. We have with us this morning representatives of the 
RFC which is now being liquidated, I presume, by the Treasury. We 
have Mr. Robbins, who is Assistant to the Secretary of the Treasury, 
and Mr. Chadwell and Mr. Weinstein, who are from the same office 
now, all formerly from the RFC. 

Mr. Rossrns. RFC is still a corporate entity. We are still liquidat- 
ing. The Corporation will not be dissolved until liquidation is 
completed. 

Mr. Puiturrs. Mr. Robbins, we have asked you to come up here 
for a specific purpose which arouses our interest and our curiosity. 

On the south side of the river just beyond the Key Bridge there is a 
small piece of ground containing about 12,000 square feet. It was 
owned by a man named Worthington, who secured from the RFC a 
loan, the original face value of which must have been about $75,000. 

Mr. Rossrns. $80,000, I think. 
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Mr. Puiuirs. You may be right. We were informed that the 
original face was xbout $75,000, but plus the unpaid interest—— 

Mr. Cuapwe.u. The first loan was $65,000. Second loan $15,000. 

Mr. Purures. Was interest paid on it at any time? 

Mr. CHADWELL. No, sir. That is except the interest where we took 
insurance proceeds. 

Mr. Puiuures. Up to the time of the fire? 

Mr. Cuapwe.t. That is right. 

Mr. Tuomas. When were first and second loans made? 

Mr. Cuapwe .t., First loan approved, $65,000, July 9, 1948. 

The $15,000 loan was approved April 6, 1949. 

Mr. Puiturps. That was not 10 years but 5 years before the fire. 
The fire occurred March of 1953? 

Mr. Cuapwe.u. March 11, 1953. 

Mr. Putvures. Between the original granting of the $65,000 loan, 
the additional $15,000, and the fire, no interest was paid? No pay- 
ments were made on the principal? 

Mr. Cuapwe .t, Yes, there were some small payments made on the 
principal. 

Mr. Rossrins. $2,300, I think. 

Mr. Cuapwe t. He paid $2,375 on the larger loan. 

Mr. Tuomas. When? 

Mr. Cuapwe October 31, 1948. 

Then at various times he paid $750. 

Mr. Putiurrs. Was it the custom of the RFC to take payments on 
principal without interest? 

Mr. Cuapwe tu. No, sir; it was not. This has been a problem loan 
practically since the inception. 

Mr. THomas. How was the note set up—monthly, semiannually? 

Mr. Cuapwe tv. The first loan was payable $1,625 quarterly com- 
mencing October 31, 1948, plus 50 percent of the borrower’s net 
earnings. 

Mr. Putuures. Plus interest? 

Mr. CHapwe tt. Yes, sir. 

The other loan payable $375 quarterly plus interest commencing 
July 18, 1949, plus 50 percent of the borrower’s net earnings. 

Mr. Having arrived 

Mr. Tuomas. It was a 10-year loan, then. Is that right? 

Mr. Cuapwe i. The maturity of the first loan was July 31, 1953, 
a 5-year loan. 

The other was April 15, 1954, 5-year loan. 

Mr. Puuixurps. Both loans, therefore, have matured and are unpaid? 

Mr. CHapwe Yes, sir. 

Mr. Puiiies. This case comes to us, this problem comes to us, 
through the National Capital Planning Commission which asks us for 
$60,000 to pay Mr. Worthington for a piece of property which has in 
it only 12,000 square feet, and in addition we are informed that the 
State of Virginia is to pay $30,000 more, and the county of Arlington is 
to pay $30,000 more, which would make a price of $10 per square foot. 

Mr, Rossins. That is right. 

Mr. Puiuurrs. For a piece of property which has on it equipment 
of little value as a result of the fire. 

Mr. Krurcer. What was on the property? 
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Mr. Puruurrs. An oil refinery. His real business was taking oil 
and cleaning it. That, generally speaking, is not known to be a very 
profitable business, is it? 

Mr. Rossrns. I don’t think he ever made it profitable. 

Mr. Puittires. It is the sort of thing in my State that some person 
does as a little one-man business. 

Mr. Weinstein. About the only time a business of that type was 
somewhat successful was during the war years. We had several of 
those loans, particularly in Louisiana. During the war period they 
were successful. As soon as cessation of hostilities came along they 
just had to fold. 

Mr. Cuapwe.u. May I make a correction, Mr. Chairman? The 
interest on the $65,000 loan was paid by Mr. Worthington through 
July 31, 1950. 

Interest on the $15,000 was paid through August of 1950. 

Mr. Tuomas. Why wasn’t this loan taken care of? Why didn’t 
RFC foreclose and take it up? 

Mr. Cuapwe ut. Because practically every time Mr. Worthington 
was contacted by our agency and field representatives during that 
period he assured them he was on the verge of selling the property for 
more than enough to pay the loan and it would permit him to move 
his operation to another location where he could operate successfully 
and he would not encounter the difficulties he encountered here, that 
is the sludge and waste going into the river. 

Mr. Tuomas. For 8 years you listened to that talk? Do you 
handle all your business that way? 

Mr. CHapwELL. We were in touch with the county and other 
people. There were a number of extensions granted on this loan to 
try to help him get on his feet. 

Mr. Tuomas. It was a losing business. How could you help him 
get on his feet? Were you going to put more good money after bad? 

Mr. Cuapwe.u. He made a little money there at times. 

Mr. THomas. You didn’t get any back. 

Mr. Putuurrs. There seems to be a doubtful appraisal of the present 
value of the property. At no time has the appraisal by the county 
ever gone over $21,000 when it was an operating plant. In Arlington 
County the most liberal basis is 5 to 1 on appraisal for taxes. Their 
residences are 2 or 3 to 1. Business is 3 to 1. Suppose we take it 
5 to 1. Value of the property at the highest was $100,000. He has 
received $40,000 for insurance; am I right? 

Mr. CHADWELL. $43,425.25. 

Mr. Puiuuips. He received $43,000, so the present value of the 
property is not over $60,000. Reading the figures, that is the way it 
seems to us. 

What the State or county wants to give him may be two different 
things, but we are curious about it. The first question is why haven’t 
you foreclosed? That would settle the whole thing, would it not? 

Mr. Wernsrein. Yes; it probably would, except that here is a man 
who feels there is some equity in there for himself by virtue of the 
little business he is doing under these presently adverse circumstances. 
Most of the plant was iuitored by fire. 

He is operating in very limited fashion and making, according to 
the reports, about 2 cents a gallon. Of course, he cannot make too 
much money on that. 
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Mr. Tuomas. What about the taxpayers who put the money in 
there and put you gentlemen in charge of taking care of their funds? 

Mr. Wernstein. Well, sir, had we foreclosed prior to the fire I 
doubt very seriously if we would have gotten the amount of money 
represented by the cash proceeds of the fire insurance. 

Mr. Tuomas. That is certainly a poor way to run a bank depending 
on a fire to bring you out. What banking experience have you had? 

Mr. Wernsrern. I am not a banker, sir. I am a lawyer. 

Mr. Rossrns. | think I can answer your question. I am a banker; 
at least I was a banker. 

Mr. Tuomas. You didn’t run your private bank like this, though, 
did you? 

Mr. Rossiys. No. I don’t think that we would have run as long 
as this on a loan of this kind. I think the answer to your question 
is this: The best way of getting out seemed to be the sale of the 
property which the owner of he property seemed to have good 
prospects of doing, rather than foreclosing it. 

m@ Mr. Paris. The only prospects he has had at any time are to sell 
it to the United States Government. Is that right? 

Mr. Rossrns. I don’t know. 

Mr. Puruuips. His anticipation was not to sell it to another user but 
to the United States Government. 

Mr. Tuomas. Fifty-four feet front by two hundred twenty feet 
deep. It is not worth anything. It is too small. 

Mr. Puituies. The Government would be interested only because 
it abuts the park property and if used for anything of a business nature 
it would be an eyesore. rf it is used for the oil cleaning process the oil 
seeps down. At one time he let 34,000 gallons of oil into the Potomac. 
He uses rainwater for part of his process. If he get too much rain it 
washes out his oil and it washes down into the river. It is a pollution 
problem. 

Mr. Cuapwe.u. That is one of the reasons this loan was permitted 
to run delinquent. After he got in trouble about the waste oil going 
into the river he had to put everythIng he could get his hands on into 
— to overcome that problem. He did spend a large sum of money 
there. 

Mr. Purturrs. Nothing is being done now, is there? 

Mr. Cuapwe tt. He has three 20,000 gallon tanks there. He goes 
around collecting oil from filling stations and other users, throws it in 
there, and then transports it to Pottstown, Pa. A friend of his re- 
refines it, puts it through a process, and then he sells it. 

Mr. Puiuips. The advantage of the location is that it is on a hill- 
side. He can use the flow of the hillside in the process somehow. 

Mr. Cuapwe Yes. 

Mr. Rossrns. May I say this: We have no desire to prolong this 
thing. RFC would like to get it cleaned up and we would like to 
cooperate with you on it. 

(Discussion held off the record.) 

That will be all for this hearing. 
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Wepnespay, 7, 1954. 


COMMISSION ON ORGANIZATION OF THE EXECUTIVE 
BRANCH OF THE GOVERNMENT 


WITNESSES 


JOHN B. HOLLISTER, EXECUTIVE DIRECTOR 
FRANCIS P. BRASSOR, EXECUTIVE SECRETARY 


SALARIES AND EXPENSES 


Mr. Puiturrs. We have before us this morning the Commission on 
Organization of the Executive Branch of Government, familiarly 
known as the Hoover Commission, with a request and justifications 
for a request for $553,150, and a request for an increase on the travel 
expense limitation. We will insert House Docket 440 at this point 
and also the justifications. 

(The matter referred to is as follows:) 


“COMMISSION ON ORGANIZATION OF THE EXECUTIVE BRANCH OF THE 
GOVERNMENT 


“SALARIES AND EXPENSES 


“For an additional amount for ‘Salaries and expenses’, $553,150, to remain 
available until expended: Provided, That the limitation on the amount available for 
expenses of travel is increased by ‘$62,700’ ”’. 

The sum of $500,000 was appropriated in the Supplemental Appropriation Act, 
1954, to cover the expenses of organizing the Commission and developing its pro- 
gram of task-force studies. This sum was increased to $1,931,909 by the Second 
Supplemental Appropriation Act, 1954, in order to enable the Commission to 
carry to completion the task-force studies then authorized by the Commission. 

The proposed supplemental appropriation is necessary to enable the Commis- 
sion to undertake additional task-force studies and to cover additional expenses 
in connection with task-force studies previously authorized. 

I recommend that the foregoing proposed supplemental appropriation be trans- 
mitted to the Congress. 

JUSTIFICATION MATERIAL 


SupPLEMENTAL BupGET EsTIMATES AND JUSTIFICATIONS 


This is a supplemental budget request in the amount of $553,150. We now 
have $1,931,909 available for the life of the Commission. 

Our original appropriation was for $500,000 (Public Law 207, 83d Cong.). 
Early in the current session of the 83d Congress we filed a supplemental budget 
requesting an additional $1,831,909. 

A supplemental . propriation of $1,431,909 was approved on March 6, 1954 
(Public PP aw 304 304 Cong.). Thus ‘the Congress disallowed $400,000 of our 
request. That rte ad sum ($400,000) was for additional task forces “under 
consideration but not yet authorized.’”’ We were givea to understand that when 
plans for these additional task forces were completed, the task forces remem 
authorized by the Commission, and the specific sums probably required for eac 
were known, a further budget request might be in order. 

The task forces and studies now organized and on a going-concern basis and 
the estimated needs for staff services, printing, travel and all other obligations 
require the $1,931,909 now available. Accordingly, we need a supplemental 
fat adnan of $553,150 for additional task forces and studies and for unan- 

cipated additional work in connection with our previously constituted task 
forces, all as follows: 
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Summary statement of additional funds requested 


1. Task Force on Overseas Economic Operations. _.........-...---- $177, 935 
3. Subcommittee on Business Enterprises in the Department of 

4. Subcommittee on the Transportation Activities in the Department 

5. Subcommittee on the Research Activities of the Department of 

6. Additional amount requested for the Task Force on Water Resources 

7. Additional amount requested for the Task Force on Legal Services 


Total amount requested in this supplemental budget estimate.. 553, 150 


Breakdown by objects of expenditure: 


OVERSEAS ECONOMIC OPERATIONS TASK FORCE 

Functions 

To make a comparative study of that part of the Government departments and 
agencies which assembles, reports on, or uses overseas economic data, or adminis- 
ters overseas economic operations, including functions, staff, funds, and purposes, 
with a view to detecting any work duplications, waste, and unessential activities; 
to document and appraise the results of these studies; and to formulate fincings 
and recommendations for consideration by the Commission. 

The agencies to be covered are: The Departments of State, Defense, Com- 
merce, Agriculture, and Labor, the Foreign Operations Administration, and the 
United States Information Agency. 


Funds required 


01 Personal services: 
10 task force members, at $50 per day, for 15 days per month for 


1 staff director, at $50 per day for 5 months_____.--.-------_-- 5, 415 
16 experts and consultants, at $50 per day, for 5 months (16x- 
4 clerk-stenographers, at $4,160 per annum, for 5 months-_---_-_ 6, 920 
Total requirements for “01 Personal services”. 136, 235 
02 Travel: 


(a) 16 trips by air to foreign countries at an average cost of $1,200 


(c) Subsistence for these 16 men while in travel status in foreign 
countries for 6 weeks at an average of $14 per day (42 days X 


(d) Travel of staff within the continental United States ($100 x 
Total requirements for ‘02 38, 200 

All other obligations (includes printing report, furniture, communica- 
tions services, and all other items except personnel and travel) - - - 3, 500 


Total funds required for the Task Force on Overseas Economic 
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TASK FORCE ON REAL PROPERTY 


This new task force is to be set up under the chairmanship of John R. Lotz, 
chairman of the board, Stone & Webster Engineering Corp. 


Functions 


To investigate the methods and policies followed in the acquisition and in- 
ventory of real property by the Federal Government; to determine the sufficiency 
or insufficiency of current practices and recommend remedial actions designed to 
minimize unwise procurement and excessive prices, as well as actions designed to 
encourage better use of property not needed and not well-utilized; to recommend 
policies for governmentwide application for the most economical and effective 
construction of buildings and plants and for other improvements on Government- 
owned land; to recommend improved maintenance and management government- 
wide policies for the handling of the Government’s real property. 

In performing these functions, the task force will utilize all available studies 
and reports in order to capitalize on previous work done and thereby avoid 
duplication of work. 

This task force will definitely be responsible for all real property recommenda- 
tions to be submitted to the Commission for consideration. It will report on 
(1) acquisition, (2) improvement through construction, (3) maintenance, and 
(4) management recommendations covering real property, except (a) surplus real 
proprty now assigned to the Task Force on Use and Disposal of Federal Surplus 
Property, and (b) the public domain. 

Funds required 

It is estimated that this task force assignment can be completed in 6 months. 
The task force members will only work part time. They will attend about eight 
meetings. It will take, on the average, a day of work to prepare for each meeting, 
2 days to travel to and from the meeting, and 2 days at each meeting, or a total 
of 5 days of work for each of the 8 meetings. Other personnel will work as 
indicated below. 

On this basis the funds required are as follows: 


Ol Personal services: 
8 task force members, at $50 per day, for 5 days each for 8 meetings 
(8X58 xX $50) 
1 staff director for 6 months, at $50 per day 
4 experts and consultants for 6 months, at $50 per day (4130 
days $50) 
2 staff assistants for 6 months at an average salary of $6,000 per 


3 clerk-stenographers and secretaries for 6 months at an average 
salary of $4,000 per annum 


Total requirements for ‘01 Personal services”’ 


Travel: 

8 task force members to 8 meetings (8x $140 8) 

Travel of staff personnel (2 men in a travel status full time for 3 
months—2 X90 days X $9=$1,620 for subsistence; plus $250 for 
transportation for each man= $500; for a total of $2,120) 


Total requirements for ‘02 Travel’ 
All other obligations (printing of report, furniture, communications 
services, and all other items except personnel and travel) 
Total funds required for task force on real property 


- SUBCOMMITTEE ON BUSINESS ENTERPRISES IN THE DEPARTMENT OF DEFENSE 


This subcommittee is to be set up under the chairmanship of Joseph B. Hall, 
president, the Kroger Co. 
Functions 

To assemble, analyze, and evaluate facts regarding selected business enterprises 
of the Department of Defense which compete with private industry and to make 
appropriate recommendations for their ag ar aay This includes such com- 


mercial- and industrial-type activities of the eral Government as (1) the manu- 
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facture of paint, rope, magnesium, etc.; (2) shipbuilding, ship repair, and ordnance; 
(3) maintenance and repair of furniture and equipment; and (4) others as time 
limitations permit. 

Funds required 


01 Personal services: 
5 subcommittee members, at $50 per day, for 5 days per month for 6 


2 experts and consultants, at $50 per day full time for 6 months 
1 clerk-stenographer, at $4,160 per annum, for 6 months__-_~___~__- 2, 080 
Total requirements for ‘‘01 Personal services’’______....___--_- 22, 580 
02 Travel: 
5 subcommittee members’ travel to 6 meetings (5 6 $140) _____- 4, 200 
Total requirements for ‘‘02 Travel’’_._.._........._.-__--_--- 5, 200 


All other obligations (includes all items except personnel and travel)____ 1, 000 


Total funds required for the Subcommittee on Business Enterprises 
of the Department of Defense_____...____._._..._----------- 28, 780 


SUBCOMMITTEE ON THE TRANSPORTATION ACTIVITIES OF THE DEPARTMENT OF 
DEFENSE 


This subcommittee is to be set up under the chairmanship of P. M. Shoemaker, 
president, the Delaware, Lackawanna & Western Railroad Co. , 


Functions 

To conduct such investigations as are necessary to determine: (1) what trans- 
portation activities the Department of Defense now engages in; (2) the degree to 
which these activities compete with private transportation facilities; (3) the poli- 
cies regulating such activities; (4) the extent to which such activities can be ap- 
propriately curtailed; and (5) the actions that need to be taken to make the De- 
partment of Defense transportation work effective, economical, and responsive to 
needs. This includes the transportation of materials and equipment, household 
goods, and personnel of the Department of Defense, both military and civilian. 


Funds required 
01 Personal services: 
5 subcommittee members at $50 per day for 5 days per month for 6 


5 experts and consultants, at $50 per day, for 6 months, full time___ 32, 500 
3 clerk-stenographers, at $4,160 per annum, for 6 months___-----_-- 6, 240 
Total requirements for ‘01 Personal 46, 240 

02 Travel: 
5 subeommittee members travel to 6 meetings (5 6X $140) ____-_- 4, 200 
Total requirements for ‘02 Travel’’_.__....-.---------------- 5, 200 
All other obligations (includes all items except personnel and travel) - - - __- 1, 000 


Total funds required for the Subcommittee on Transportation Ac- 
tivities of the Department of Defense_-_-_._....------------ 52, 440 


SUBCOMMITTEE ON THE RESEARCH ACTIVITIES OF THE DEPARTMENT OF DEFENSE 


This subcommittee is to be set up under the chairmanship of Mervin J. Kelly, 
president, Bell Telephone Laboratories. 


Functions 


To appraise and evaluate the extent, degree of overlapping, and cost of research 

and development activities in the Department of Defense, and in defense related 

ncies, and selected civilian Government agencies engaged in research projects 
ecting the national security. 
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Funds required 
Personal services: 
3 subcommittee members at $50 per day, for 5 days per month for 
6 months (6 5x3 $50) 


er annum, for 6 months 
Total requirements for “Ol Personal services’”’ 


Travel: 
3 subcommittee members travel to 6 meetings (3 6 $140) 
Travel for staff 


Total for ‘02 Travel” 
All other obligations 


Total funds required for the Subcommittee on Research Activities 
of the Department of Defense 


ADDIT.ONAL AMOUNT REQUESTED FOR THE WATER RESOURCES AND POWER TASK 
FORCE 
Functions 


This task force conducts the examination of Federal activities in the fields of 

water resources and electric power. This will include the work of— 

The Tennessee Valley Authority 

Bonneville Power Administration 

Southwest Power Administration 

Southeast Power Administration 

Bureau of Reclamation 

Federal Power Commission 

Rural Electrification Administration 

Soil Conservation Service 

Forest Service 

Army Corps of Engineers 

Atomie Energy Commission 

International Boundary and Water Commission United States and Mexico 

International Boundary Commission United States and Canada 

Public Health Service 

National Park Service 

Fish and Wildlife Service 

It is proposed to examine in detail typical projects under the jurisdiction of 

these agencies in order to ascertain the nature of their work, the costs of work 
as compared with the estimated costs, the nature of returns and benefits as com- 
pared with estimated returns and benefits, methods of measuring economic merit; 
the necessity and propriety of Federal prosecution of such work, the determination 
of any portion of such work that should not be undertaken by the Federal Gov- 
ernment, the most effective and efficient organization pattern for these activities, 
and the policies and practices necessary for most economic prosecution of the 
Federal share. 


Additional funds requested 

In the last budget estimates $330,945 was provided for this task force. Two 
things have occurred since which make it impossible to complete this study with 
the funds provided. They are: 


A. Five hearings not then contemplated have been scheduled. One 
hearing had been held at the time these estimates were prepared. 
The cost of that hearing was $9,710. This includes transportation 
costs, subsistence, and fees to consultants and task force members. 
For the 5 scheduled hearings, the cost will be $48, 550 

B. Because of the great public interest in some of the subjects studied 
by this task force, requiring the hearings referred to, additional 
and more detailed investigations must be conducted. Further- 
more the schedule of operations has been delayed as a result of the 
above-mentioned hearings which are taking 3 months of the 
production time of a number of our top personnel, and the active 
investigative work will continue for several months beyond the 
original target date. The additional studies not previously con- 
templated and the extension of the study will require 


Total additional funds required for Water Resources and Power 
Task Force 174, 055 


$4, 500 
2 experts and consultants, at $50 per day, full time for 6 months___ 13, 000 

02 
500 
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LEGAL SERVICES AND PROCEDURE TASK FORCE 

Functions 

This task force will study existing legal practices in the executive branch 
Some of the general categories to be specifically covered are: (1) the organization 
structure of legal staffs within the executive branch; (2) division of legal functions 
among the several departments and independent establishments of the executive 
branch, ana conflicts and duplications therein; (8) legal procedures of agencies 
and agency functions under the Administrative Procedure Act of 1946; (4) status 
and functions of Federal trial examiners, hearing officers, and similar officials: 
(5) military and civilian legal services within the Department of Defense; (6) 
standards and safeguards for delegating authority to the various departments and 
agencies; (7) professional standards of Government attorneys, including conflict 
of interest statutes; (8) qualifications for practice before executive departments 
and agencies including udbalation. suspension, and removal of practitioners; and 
(9) the practices and procedures utilized in the recruitment and separation of 


Government attorneys. 
Additional funds requested 


5 attorneys, at $7,040 per annum, for 6 months_____-_---_-__---_-_.- $17, 600 
2 clerk-stenographers, at $4,160 per annum, for 6 months_____-______- 4, 160 


The Task Force on Legal Services and Procedure has created 5 groups, each of 
which will be responsible for several segments of this task force study. 

A number of task foree members have been assigned to each group. However, 
these members can devote only a small portion of their time to Commission work. 
Some of them serve without compensation. For this reason there is an urgent 
need for a full-time attorney for each of the 5 groups for about 6 months when 
the study is at its peak. They will do the fact-finding job for the part-time task 
force members. 

The 2 additional stenographers will be required if funds are granted for the © 
additional attorneys. 


Recapitulation 
Amount Amount 
Amount Total 
Name of task force or study requested | requested | Tequested | amount 
for personal) ‘tor travel for all requested 
services other items 
1. Task force on overseas economic activities. .___...__. $136, 235 $38, 200 $3, 500 $177, 935 
2. Task force on real property--....<....---.---.------.- 60, 500 11, 080 3, 500 75, 080 
3. Subcommittee on business enterprises in Depart- 
22, 580 5, 200 1,000 28, 780 
4. Subcommittee on Transportation Activities in 
Department of Defense___.___........---.-.- miei’ 46, 240 5, 200 1,000 52, 440 
5. Subcommittee on Research Activities in Depart- 
6. Water resources and power task 174, 055 
7. Legal services and procedure task force... 21, 760 
480, 950 62, 700 9, 500 553, 150 


Mr. Puiuuirs. Did you want to make a statement, Mr. Hollister? 
GENERAL STATEMENT 


Mr. Houutster. The committee will remember that originally when 
this Commission was organized or authorized about a year ago, a 
$500,000 appropriation was given, obviously a nominal amount, to 
get under way. When we came before this committee in the early 
part of this session of the Congress, we asked for $1,831,000 additional, 
giving the reasons why we needed it and showing the work of our 

ifferent task forces and the amounts as well as we could estimate 
them at that time that these task forces would need. We had in- 
cluded in the figure of $1,831,000, $400,000 for additional task forces 
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under consideration but not yet authorized, and there was some 
uestion before this committee at that time as to whether or not we 
ould be given money for this purpose when it was not quite clear 
what we needed it for. 

The Congress ultimately allowed $1,431,000 additional, eliminating 
that item of $400,000 for task forces under consideration but not yet 
authorized. The intimation was, as we understood it, that when the 
session was almost over, and when it was as clear as we could see it 
at the time as to what our work ultimately would be, that we come 
back in and ask for a supplemental amount, and that is why we are 
before you today asking for $553,150. 

Page 2 of the justifications shows the breakdown of this figure. 
We have since our last appearance before this committee organized 
a Task Force on Overseas Economic Operations. That is just being 
put together because the chairman of it has just come back from 
Europe and we could not put it together until he got here. 

We have also organized a Task Force on Real Property. We have 
felt that is a subject that needs a complete study. 

Mr. Puitures. Let me interrupt you there, Mr. Hollister. Is not 
the Bureau of the Budget carrying on an investigation presently on 
real property? 

Mr. Hoututster. They have one underway that is somewhat of 
the same nature, but we have been in touch with them and we will 
not duplicate their work. 

Mr. Tuomas. How will you avoid it? 

Mr. Houurster. All I can say is that we are doing our best to see 
that there is no duplication. 

Mr. Tuomas. I think we gave them half a million dollars for that 
in two bites. 

Mr. Puturrs. The clerk will check into that, but I am under the 
impression we gave them a substantial sum for an analysis of all 
real property ownership by the Federal Government. 

Mr. Houuisrer. I think this differs somewhat in that I imagine 
their study is largely from the point of view of inventorying, whereas 
we want to go into the question of the method of acquisition and the 
utilization, the construction program, and that sort of thing involving 
real estate, the machinery of how it is acquired and handled. 

Mr. Puituirs. All right. No. 3. 


SUBCOMMITTEE ON BUSINESS ENTERPRISES 


Mr. Houuister. No. 3 is a Subcommittee on Business Enterprises 
in the Department of Defense. When we appeared before you before, 
we explained we had found so much of our activity centered in the 
Department of Defense, where most of the money is spent and where, 
because of its size, there are naturally more inefficiencies than in 
other places, that we had organized a Committee on the Business Organ- 
ization of the Department of Defense through which we tried to 
coordinate the work of our task forces as it reached into the Defense 
Department. 

In pursuing that activity further, we found it would be very useful 
if we could organize 2 or 3 subcommittees of that Committee in order 
to study certain aspects that were not being studied by our other 
task forces. We have this Subcommittee on Business Enterprises, 
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which involves the old question of Government competition with 
private enterprise. 

Mr. Yares. Is there not a subcommittee of the Committee on 
Government Operations which is dealing with that specific question 
right now? It seems to me I received a report from Mrs. Harden. 

Mr. Houuister. Everything we do involves a certain amount of 
retracing activity that has been carried on elsewhere, but we start all 
our studies by getting all the information we can that has been 
collected by committees of Congress and others so that there will be 
no duplication, and we try to push them to conclusion. 

Mr. Puruuirs. Have any been pushed to conclusion so far? 

Mr. Houuisrer. No, because we have not attempted to put any- 
thing before the present Congress. We were assured early in the 
session that this Congress had a great deal to worry about and it was 
apparent, we thought, that our job was to do our investigating work 
this spring and summer, get our reports ready in the fall, and have 
our recommendations and implementing legislation ready for the new 
Congress. Our statute provides that we must make a comprehensive 
report by December 31, 1954, and a final report by May 31, 1955. 
Then we go out of business. We have understood that to mean that 
our comprehensive report should be a full report on what we have been 
investigating accompanied by legislation which in our act we were 
authorized to prepare suggesting to the Congress how our recom- 
mendations can be implemented. 

Mr. Tuomas. Do you have a copy of that act? 

Mr. Hotutsrer. Yes; right here. 

Mr. Tuomas. Let me read some of this into the record. 


AUTHORIZING LEGISLATION OF THE ‘‘HOOVER COMMISSION”’ 


Mr. Tuomas. Section 1 deals with declaration of policy and 
provides: 


It is hereby declared to be the policy of Congress to promote economy, efficiency, 
and improved service in the transaction of the public business in the departments, 
bureaus, agencies, boards, commissions, offices, independent establishments, and 
instrumentalities of the executive branch of the Government by— 

(1) recommending methods and procedures for reducing expenditures to the 
lowest amount consistent with the efficient performance of essential services, 
activities, and functions; 

(2) eliminating duplication and overlapping of services, activities, and functions; 

(3) consolidating services, activities, and functions of a similar nature; 

(4) abolishing services, activities, and functions not necessary to the efficient 
conduct of Government; 

(5) eliminating nonessential services, functions, and activities which are com- 
petitive with private enterprise ; 

(6) defining responsibilities of officials; and 

(7) relocating agencies now responsible directly to the President in departments 
or other agencies. 


Under section 9, ‘Duties of the Commission,” subsection (a), 
“Investigation’’: 


The Commission shall study and investigate the present organization and 
methods of operation of all departments, bureaus, agencies, boards, commissions, 
offices, independent establishments, and instrumentalities of the Government 
except the Fadisiary and the Congress of the United States to determine what 
changes therein are necessary in their opinion to accomplish the purposes set forth 
in section 1 of this act. j 
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Then the next subsection, subsection (b), requires you to make your 
report. Then it says: 


The final report of the Commission may propose such constitutional amend- 
ments, legislative enactments, and administrative actions as in its judment are 
necessary to carry out its recommendations. 


Looking over the language in your justifications, take the language 
for your Water Resources and Power Task Force, it says: 


This task force conducts the examination of Federal activities in the fields 
of water resources and electric power. This will include the work of— 

The Tennessee Valley Authority 

Bonneville Power Administration 

Southwest Power Administration 

Southeast Power Administration 

Bureau of Reclamation 

Federal Power Commission 

Rural Electrification Administration 

Soil Conservation Service 

Forest Service 

Army Corps of Engineers 

Atomic Energy Commission 

International Boundary and Water Commission 
United States and Mexico 

International Boundary Commission 
United States and Canada 

Public Health Service 

National Park Service 

Fish and Wildlife Service. 

It is proposed to examine in detail ty pical projects under the jurisdiction of these 
agencies in order to ascertain the nature of their work, the costs of work as com- 
pared with the estimated costs, the nature of returns and benefits as compared 
with estimated returns and benefits, methods of measuring economic merit, the 
necessity and propriety of Federal prosecution of such work, the determination of 
any portion of such work that should not be undertaken by the Federal Govern- 
ment, the most effective and efficient organization pattern for these activities, 
and the policies and practices necessary for most economic prosecution of the 
Federal share. 


Mr. Puttuirs. Mr. Thomas was reading from page 11 of the justifi- 
cations. 

Mr. Tuomas. I am going to be the last one to say the Commission 
is usurping the function of the Congress. It may be a healthy thing 
and wise national policy to have somebody outside of the Congress 
make a thorough study of its legislative activity in the last 30 years 
and to criticize it, and that is what you are doing. Your functions 
are overlapping all over the lot with the Bureau of the Budget—that 
is obvious in this particular study—and you go into the field of science 
here. Of course, you have set up a little agency called the National 
Science Foundation and they go up every year in their request for 
appropriations. If you are going to hold the overall figure to approxi- 
mately $2 million, it may be worth its weight in gold and may be 
what the country needs. 

Mr. Chairman, with that statement I am willing to see this thing 
through. Something good may come of it but, as the chairman 
indicated, to date it has been practically so much lost motion. 

Mr. Houutster. May I answer that? We have hoped that we 
would be an agency that would underpromise and overproduce. 

Mr. Tuomas. I join you in that hope. That is admirable. 

Mr. Ho.uister. It seems that considering the magnitude of the 
studies we are undertaking, nothing would be more mistaken than to 
say at this stage we would save an enormous amount of money in 
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this particular place or that particular place. We have tried to get 
the best men in the country working on these task forces. I do not 
know if you gentlemen are familiar with the character of men working 
on these task forces. I have a little pamphlet on that. 

Mr. Tuomas. I think we are. We agree they are outstanding men. 


NUMBER AND MEMBERSHIP OF TASK FORCES IN OPERATION 


Mr. Puiturps. How many fields of investigation is the Commission 
engaged in at the present time? We have listed here 7 task forces of 
which 2 are marked as additional. That is 5 new task forces and 2 
previously justified. How many more are there? 

Mr. Houutsrer. I can read you our existing task forces. In the 
beginning let me repeat that everything we go into is something that 
has been studied before, because everything involving the executive 
branch of the Government has been passed on by Congress over and 
over again. We thought the theory under which Congress created 
this Commission was that we would try to pull the strings together. 

Mr. Purures. First, tell us how many task forces there are in 
existence at this time. 

Mr. Houutster. We have 10 and these new ones referred to here 
in this pending budget. 

Mr. Persnate. That will give you 15. Either read to us or hand 
to the reporter a list of the entire task forces. 

Mr. Houuitster. Budget and Accounting, the chairman of which is 
J. Harold Stewart, a leading accountant from Boston. 

Business Organization of the Department of Defense, Charles R. 
Hook, chairman of the board of Armco Steel Corp., chairman. 

Legal Services and Procedure, James Marsh Douglas, formerly 
chief justice of the Supreme Court of Missouri, chairman. 

Lending Agencies, Paul Grady, a partner in the firm of Price, 
Waterhouse & Co., chairman. 

Mr. Puitures. Read the task forces and the chairmen and let the 
reporter put in the record the names of all task forces and their 
members and the new task forces and the names of the chairmen. 

Mr. Ho.uuisrer. Medical Services, Chauncey McCormick of 
Chicago, chairman. 

Personnel and Civil Service, Harold W. Dodds, president of Prince- 
ton University, chairman, 

Mr. Putiuips. Just as a matter of curiosity, what is the background 
of a college president, to head a task force on personnel and civil 
service? 

Mr. Houutster. Why would he be chairman of the task force? 

Mr. Putturrs. Why would a college president be chairman of that 
task force? 

Mr. Ho .utsrer. I do not know if Mr. Hoover gave an answer to 
that particular question. I think he thought Dr. Dodds was able to 
enlist the proper people to help him. 

Mr. Puruurps. Proceed. 

Mr. Ho.utster. Procurement, Robert Wilson Wolcott, president 
of Lukens Steel Co., chairman. 

Subsistence Services, Joseph P. Binns, of the Hilton Hotels, who 
runs the Waldorf and Mayflower and other hotels, chairman. 

Surplus Property, Robert E. Wood, chairman of the Board, Sears, 
Roebuck & Co., chairman, 
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Water Resources and Power, Ben Moreell, chairman of the Board 

of Jones & Laughlin Steel Corp., chairman. 

Mr. Puiuips. That entire list will be put in the record. 

Mr. Yares. Will the names of all members of the task forces be put 
in the record? 

Mr. Puituips, Yes; that is understood. 

Mr. Houuister. We do not have the full membership of the new 
task forces. 

Mr. Puiturpes. But you have the chairmen? 

Mr. Houuister. Yes. 

The Chairman of the Overseas Economic Operations Tas\ Force is 
Henning Prentis. Off the record. 

(Discussion off the record.) 

Mr. Yates. Who is Henning Prentis? 

Mr. Houutster. He is the looms chairman of the board of Arm- 
strong Cork Co. and former president of the National Association of 
Manufacturers. You will remember about a year and a half ago 
several teams of businessmen went abroad to study the whole foreign 
operations. 

Mr. Yates. Was he a member of one of the Stassen groups? 

Mr. Hotuisrer. I am not sure we are referring to the same group. 
We may be. Off the record. 

(Discussion off the record.) 

Mr. Purtuips. Proceed. 

Mr. Houuister. The Task Force on Real Property is headed by 
John Lotz. He isa retired chairman of Stone & Webster Engineering 
Co. The Subcommittee on Business Enterprises in the Department 
of Defense is headed by Joseph B. Hall of the Kroger Co. 

Mr. Tuomas. The Kroger grocery stores? 

Mr. Houutster. Yes, chain stores. Mr. Hall had the same niche 
in the Cooper committee working in the Defense Department, so he 
is pretty well acquainted with the whole picture of where the Govern- 
ment is competing with private industry. 

The Subcommittee on the Transportation Activities in the Depart- 
ment of Defense is headed by Perry Shoemaker, president of the Lack- 
awanna Railroad. 

The Subcommittee on the Research Activities of the Department 
of Defense is headed by Mervin Kelly of Bell Telephone Laboratories. 

(The following material was submitted for the record:) 


Task Forck MEMBERS 
BUDGET AND ACCOUNTING 


Stewart, J. Harold, Chairman 


Brown, Dudley E. Jarchow, Christian Tiffany, Kenneth C. 
Humphreys, H. E., Jr. Price, Gwilym Alexander Wright, J. David 


BUSINESS ORGANIZATION OF THE DEPARTMENT OF DEFENSE 


Hook, Charles R., Chairman 


Binns, Joseph P. Hall, Joseph B. Robertson, Reuben B., Jr. 
Brainard, George C. Kelly, Mervin J. Schneider, Franz 

Bruce, Howard King, Arthur Franklin Wolcott, Robert Wilson 
DeBakey, Michael Mead, George Houk Wood, Robert E. 
Folsom, Frank Neely, Frank H 
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LEGAL SERVICES AND PROCEDURE 


Clark, Herbert Watson 
Fowler, Cody 
Harno, Albert J. 


Landis, James McCauley 


McFarland, Carl 


Jackson, Robert H. 


Grady, Paul, Chairman 
Bestor, Paul 

Bliss, George L. 
Bodman, Henry T. 


MeCormick, Chauncey, 
Chairman 

Braceland, Francis J. 

Brandhorst, Otto W. 

Churchill, Edward 

Crosby, Edwin L. 


Dodds, Harold W., Chair- 


man 
Abrams, Frank W. 
Barnard, Chester I. 


Malone, Ross L., Jr. 
Maxwell, David F. 
Medina, Harold R. 
Peck, David W. 
Smith, Reginald Heber 


Consultants 
Roberts, George 


LENDING AGENCIES 


Campbell, William W. 
Cole, Albert Leslie 
Cooper, Clifford D. 
Cowles, Gardner 


MEDICAL SERVICES 


DeBakey, Michael 
Graham, Evarts A. 
Gregg, Alan 

Hawley, Paul R. 
Klumpp, Theodore George 
Leavell, Hugh Rodman 


PERSONNEL 


Cuyler, Lewis B. 
Josephs, Devereux 
Mitchell, Don G. 
Paul, Willard 8. 


PROCUREMENT 


Douglas, James Marsh, Chairman 


Stason, E. Blythe 
Tuttle, Elbert Parr 


Wright, Edward Ledwidge 


Vanderbilt, Arthur T. 


Hotchkis, Preston 
Keller, Arnold B. 
Sproul, Allan 


MacLean, Basil C. 
Martin, Walter B. 
Miller, James Roscoe 
Wilbur, Dwight L. 
Winternitz, Milton C. 


Ramspeck, Robert 
Tuck, William Hallam 
White, Leonard D. 


Wolcott, Robert Wilson, Chairman 


Folsom, Frank M. 
Kelly, Mervin J. 
Mead, George Houk 


Appel, Vallee O. 
Coppers, George H. 
Crotty, Andrew J. 
Drake, Albert B. 


Erlicher, Harry 
Greene, Leroy D. 
Ilgenfritz, Carl A. 


Mosher, Ira 
Neely, Frank H. 
Peale, Mundy I. 


SUBSISTENCE SERVICES 


Binns, Joseph P., Chairman 


Garvey, James McB. 
Hennessy, John L. 
Jones, Ollie E. 

Kraft, John H. 
Krimendahl, Herbert F. 


SURPLUS PROPERTY 


Proctor, Robert 
Schneider, Franz 
Stilwell, Charles J. 


Lee, Joseph A. 
Mardikian, George M. 
Shoemaker, Perry M. 
Stouffer, Gordon A. 


Wood, Robert E., Chairman 


Jolly, Thomas D. 
Kresl, Carl 
Mooney, James D. 


Renard, George A. 
Starr, Edward, Jr. 
Tangeman, Walter 
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Consultant 
Forbes, Russell 


WATER RESOURCES AND POWER 


Moreell, Ben, Chairman 


Andrews, Charles L. Kracke, Edward A. Pound, Roscoe 
Bates, William B. Lee, J. Bracken Reavis, John Wallace 
Brock, Pope F. Mattei, Albert Chester Richberg, Donald Ran- 
Brown, Carey H. Miller, Leslie A. dall 
Edison, Charles Morrison, Harry Winford Roberts, Arthur B. 
Growdon, James P. Murrow, Lacey V. Sawyer, Robert William 
Hinds, Julian Newnam, Frank H., Jr. Shannon, William D. 
Horner, Wesley Winans __ Pirnie, Malcolm Tipton, Royce J. 
Jirgal, John Polk, Harry E. 

Mr. Puiuuirs. Mr. Yates, would you like to know why they took a 
man from the Waldorf instead of the Stevens? 


COMPARISON OF PRESENT WITH PREVIOUS COMMISSION 


Mr. Yates. No, but I would like to know for my own edification 
how your operation compares with that of the previous Hoover 
Commission. Are you supplementing their work? 

Mr. Houuister. I had nothing to do with the previous Hoover 
Commission but naturally I have learned a great deal about it. » ‘As I 
understand, the previous Hoover Commission was largely concerned 
with internal reorganization, either a complete reorganization or a 
shift of one branch of a department to another, consolidations, and 
that sort of thing. As a result of some of these recommendations and 
reforms put into effect and the fact there is an attempt made by most 
of the heads of departments now to do what reorganizing they can 
inside, the feeling of our Commission has been that rather than try 
to go further in the internal reorganization of departments, we should 
take various broad segments of governmental operations and study 
them. 

Mr. Yates. For what purpose? 

Mr. Houutsrer. For the purpose stated in the act, to bring about 
efficiency and economy in Government to the extent possible. 

Mr. Tuomas. May | interrupt you there? 

Mr. Yares. Yes. 

Mr. Houutster. I realize if we had 10 times the money and 5 years 
to work, there would still be segments of the Government we could 
not possibly get into. 

Mr. Tuomas. Let me make this observation, and I say it in the 
spirit of hoping something good is accomplished. I remember a 
couple years ago under the old Hoover (ommission, | think it was 
Mr. Dodd or somebody else who constantly used the figure of $5 
billion saving. The Commission, through some of its chairmen were 
in the newspapers in practically every edition every day leading the 
American people to think they were going to save $5 billion or $6 
billion, and we were all for that, but it has been our experience in this 
committee that through these reorganizations and shifting of functions 
without shifting of substance and elimination of substance, very little 
comes out of it except a lot of publicity. 
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The Appropriations Committee, under two administrations, so it 
has been nonpartisan, has constantly reduced the Chief Executive’s 
budgets, and if any savings have been realized they have been effected 
through the Appropriations Committee, and if you can put your 
finger on any substantial savings effected by any reorganization com- 
mittee, I would like to know what they are. That is a broad challenge 
and a broad statement. If we can put our finger on any substantial 
savings I would like to know it, because the Appropriations Committee 
has constantly reduced the budgets under two administrations, so 
again I say there is nothing partisan in what I am saying. One year 
we took from $3.5 billion to $4 billion from Mr. Truman’s budget, 
and I think if you will look at last year’s budget we did even better 
than that, and then if you will look at this year’s budget you will find 
the savings were in the neighborhood of $1 billion to $1.5 billion. 

So it all adds up to this, regardless of who is the President or what 
party he belongs to—and this Hoover Commission is certainly set 
up on a bipartisan basis and as far as I am concerned there is nothing 

litical about it—but if the Bureau of the Budget does not apply the 
bvales to the agencies and if those brakes have to be finally applied 
by the Congress through its Appropriations Committees, then what is 
the value of these outside studies other than to generate a good, sound, 
academic interest. We are all interested in saving money and in the 
final analysis it has to be saved through the Appropriations Com- 
mittee. 

Mr. Houutsrer. May I answer by repeating what I have said 
before, that there is no greater mistake than to overpromise and 
underproduce. 

Mr. Tuomas. That $5 billion saving promised 2 years ago by the 
Commission has not materialized. 

Mr. Houutstrer. I do not think it was promised by the Commission. 

Mr. THomas. It was in the press every day for weeks and weeks 
and weeks. 

Mr. Houuister. There was an organization known as the Citizens’ 
Committee for the Hoover Report, a private organization, which 
attempted to get steam behind some of the recommendations, and I 
think some of the promises were made by that organization rather than 
by the Commission itself. That is what I gathered. As I said, I 
had no connection with the previous Commission. To be specific, 
there is no way in God’s green earth whereby we could predict any 
specific savings. But take the task force on Federal medical services 
that is studying the whole Federal medical establishments, there may 
be a case where an Army hospital is inactivated and it costs a great 
deal to maintain it, whereas the Veterans’ Administration has a 
hospital being built around the corner at a cost of $8 million or $10 
million. We could save the whole cost of the Commission on one 
such instance. I am just giving that as an example of what can 
happen. Ido not say that is an actual case but I think you gentlemen 
are familiar with things of that kind that do happen in a Government 
as large and as sprawling as this is. 

Mr. Puriuurps. There is no subject with which we are more familiar 
than Veterans’ Administration hospitals, and it can be stopped by the 
White House refusing authorization for new hospitals where there are 
duplicate hospitals. We have just opened one in Cincinnati that is 
not filled at the present time. 
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Mr. Houutster. Off the record. 

(Discussion off the record.) 

Mr. Yares. You said the original Hoover Commission was con- 
cerned with the internal reorganization of the departments making up 
the executive branch in order to promote efficiency and economy. 

Mr. Houuister. Yes, 1 said largely; 1 did not mean entirely. 
They did come up with some broader things than that. 


POLICY RECOMMENDATIONS 


Mr. Yates. The one criticism I have heard of the Hoover Com- 
mission was that occasionally it went into questions of policy rather 
than the purely technical questions of what should be done in order to 
promote efficiency and economy. Is that true of your Commission? 
Will you stay out of the policy field? 

Mr. Houuster. No. We are very definitely getting in the policy 
field. If we come up and recommend that a certain agency should be 
abolished, it would seem there is a policy question involved which we 
should go into. 

Mr. Yares. For example, your Water Resources and Power Task 
Force could recommend the abilition of the Tennessee Valley Author- 
ity? 

“Mr. Houuisrer. I think that would be highly unlikely. 

Mr. Yares. But that is within your jurisdiction? 

Mr. Houuisrer. I should think so. 

Mr. Yares. The same is true of the Bonneville Power Adminis- 
tration. 

Mr. Houuister. I think it would be true with respect to any 
activity of Government that the Commission has the authority to 
investigate and make recommendations. 

Mr. Yates. In what section of the act do you find any authority 
for your agency to engage in that activity? 

Mr. Ho.uister. Subsection (4) of section 1— 

Abolishing services, activities, and functions not necessary to the efficient con- 
duct of Government. 

If our Commission should find a hospital was not necessary to the 
efficient conduct of Government, I think we could recommend its 
abolition. As we understand it, we have a very broad grant of 
authority. I am sure the Commission will exercise it with discre- 
tion. And of course we have no authority whatever except to make 
recommendations and draft legislation. 

Mr. Yates. Your justifications, on page 11, dealing with the Water 
Resources and Power Task Force, states among other things that 
you propose to go into— 

The necessity and propriety of Federal prosecution of such work. 


Mr. Ho.uister. Yes, sir. 

Mr. Yates. Where does the word “propriety” exist in your author- 
ity under the law? 

Mr. Ho.uisrer (reading): 

It is hereby declared to be the policy of Congress to promote economy, efficiency, 
and improved service in the transaction of public business in the departments, 
bureaus, agencies, boards, commissions, offices, independent establishments, and 
instrumentalities of the executive branch of the Government by— 
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Recommending eliminating, consolidating, and abolishing services, 
activities, and functions. 

Mr. Tuomas. It is as broad as the barn door. 

Mr. Yates. How much broader is the authority granted by this act 
than the authority granted the previous Hoover Commission? 

Mr. Houutsrer. It is very much broader. I think under the other 
act policy questions were not supposed to be considered by the Com- 
mission. 

Mr. Yates. Was that in the act itself? 

Mr. Houutster. I do not know. I do not have it before me. I 
could give you a memorandum on it. 

Mr. Yates. I do not want a memorandum. I would like to have 
the previous law in the record. 

Mr. Puruutes. I do not have any objection but whatever difference 
there is between the two laws was evidently intended by the Congress. 
The Congress passed the two laws. I doubt if you read it when it went 
through and I doubt that I did. There were no votes against it. 

Mr. Yates. How long has your Commission been in existence? 

Mr. Houutster. On September 29, last fall, the Commissioners 
were sworn in. 

Mr. Yates. Has your Commission issued any reports of any kind, 
preliminary or otherwise? 

Mr. Houuisrer. None at all. One of the things the Commission 
did early in its life, at the suggestion of the congressional Members— 
we have 2 Senators and 2 Members of the House on the Commission—. 
was to take action that no report would be submitted to the present 
session of Congress, the feeling being that we would not be ready at 
this session and that already there was enough to keep the session 
busy. 

TASK FORCE MEMBERS 


Mr. Yares. The justification on page 3 refers to a request for an 
appropriation of $37,500. for 10 task force members at $50 per day 
for 15 days per month for 5 months. Does that mean that your task 
force members will be holding their meetings overseas? 

Mr. Houuisrer. It is possible, but we do not expect that. We 
expect the task force members in general will stay in this country. 
We assume it will be necessary to have a certain number of overseas 
investigators to check up on the activities we are studying 

Mr. Yares. This particular item refers to 10 task force members. 

Mr. Houutster. That is right. 

Mr. Yates. They would have to take trips? 

Mr. Houutster. Not necessarily abroad. It might mean they 
would come to Washington and do their work. Our task foree mem- 
bers are generally people who give part of their time and come and 
act as consultants. In that connection I should mention that many 
of them do not ask for the money. Many of them work free but we 
have to be prepared to pay them. 

Mr. Yares. In how many instances have they refused to take the 
$50 per day? 

Mr. Houutsrer. As I recall about half are taking no pay. Some are 
drawing their transportation and subsistence. Is that about right, 
Mr. Brassor? 
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Mr. Brassor. I have some figures on that. Of the 186 task force 
members and consultants, 102 receive compensation and 84 work 
without compensation. 

Mr. Yates. How many members are there on the staff of the Over- 
seas Economic Operations Task Force? 

Mr. Houutster. None as yet. We are just getting it organized. 

Mr. Yates. How many do you rpopose to hire? 

Mr. Houuister. One staff director, 16 experts and consultants, 4 
clerk-stenographers, and 10 task foree members. That is on page 3. 

Mr. Yares. You are going to have one staff director, 16 experts 
and consultants at $50 per day, and 4 clerk-stenographers, for 5 
months. Is this to be a 5-month operation of this task force? 

Mr. Houutster. That is the way we plan it. 

Mr. Yares. Is that true of your other task forces as well? 

Mr. Houutster. No. Most of them have been going on for some 
time. This is one organized rather recently. There was a great deal 
of pressure, as I understand, put on us by Members of Congress to 
activate such a task force. 

Mr. Yates. What determines an expert on the operations of the 
Departments of State, Defense, Commerce, and other operations 
overseas? 

Mr. Houutster. It is hard to say. It would be someone with 
experience and a national reputation, if possible. 

Mr. Yates. Would someone who had been employed previously 
by those agencies be an expert? 

» Mr. Houuisrer. In some cases. May I point this out. We have 
tried from the very beginning not to have a large staff in the Com- 
mission. If I had a large staff working under me I would have to 
have a great many people, some of whom would not be busy all the 
time. By letting our task forces recruit their own staff—subject, of 
course, to our approval—we have been able to get a flexibility we would 
not have if we had a big staff of our own. By getting these experts 
— the task forces, we are able to get people who understand the 
subject. 


SCOPE OF AUTHORITY OF PREVIOUS AND PRESENT COMMISSION 


Mr. Yates. May I go back to my previous question and cite to 
you the original Hoover Commission law, which states as follows: 


It is hereby declared to be the policy of Congress to promote economy, efficiency, 
and improved service in the transaction of the public business in the departments, 
bureaus, agencies, boards, commissions, offices, independent establishments, and 
instrumentalities of the executive branch of the Government by— 

(1) limiting expenditures to the lowest amount consistent with the efficient 
performance of essential services, activities, and functions; 

(2) eliminating duplication and overlapping of services, activities, and 
functions; 

(3) consolidating services, activities, and functions of a similar nature; 

(4) abolishing services, activities, and functions not necessary to the 
efficient conduct of government; and 

(5) Defining and limiting executive functions, services, and activities. 


Now, how much broader is the power granted to you than that 
which was granted to the original Hoover Commission? 
Mr. Houuister. We have an additional provision— 
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eliminating nonessential services, functions, and activities which are competitive 
with private enterprise— 
which was not in the previous act, and that is pretty broad. 

Mr. Yates. Why is not that susceptible to the same interpretation 
as the statement I have just read— 
abolishing services, activities, and functions not necessary to the efficient conduct 
of government. 

Mr. Ho.utster. I suppose it would be susceptible to the same 
interpretation, although I also assume Congress added that provision 
with the thought it had a different meaning, otherwise, Congress 
would not have put it in. 

Mr. Yates. Do the hearings or the debate on the bill indicate your 
Commission was going to be given all these policy powers? 

Mr. Houutsrsr. I could not tell you. 

Mr. Yates. As one member of Congress, let me say it was not my 
understanding that the Commission was to go into the propriety of 
the actions of Congress in passing legislation. 

Mr. Houuistrer. I do not think that is the meaning. 

Mr. Yares. I am referring to the statement: 


The necessity and propriety of Federal prosecution of such work. 


Mr. Houutsrer. | think that generally when legislation has been in 
effect for a number of years it needs modification. We had assumed 
it was up to our Commission to come to the Congress and say, ‘You 
created us and we have done the best we can and here are our recom- 
mendations.”’ 

STUDIES UNDER CONSIDERATION 


Mr. THomas. Does the Commission intend to appoint a task force 
to make a study of the Indian situation in this country? 

Mr. Houutster. No. We have a task force that has made a study 
of the Bureau of Indian Affairs with a view to determining whether 
or not it might be switched to another department. 

Mr. Yares. Has that study been released? 

Mr. Houutstrer. No. So far it has been on a pro and con basis, 
with arguments on both sides, rather than reaching a conclusion. I 
thought we should have a pro and con study made so that we would 
have the arguments on both sides. 

Mr. Yarss. How does your study of the business enterprises in 
the Department of Defense which competes with private industry 
differ from the study that has been undertaken by the subcommittee 
of the Committee on Government Operations headed by Mrs. Harden? 

Mr. Houutster. We have been in touch with Mrs. Harden and 
have all the reports and we shall not restudy the things they have 
studied. They have not gone through the whole list. 

Mr. Yates. Have they studied the operations of the Department 
of Defense to determine in what way its business enterprises, may 
compete with private industry? 

Mr. Houuister. [ do not think they have made a study of the 
whole picture, just some of them. 

Mr. Yares. Do you feel you should study the same activities that 
subcommittee has studied? 

Mr. Houutster. No. We feel we should take advantage of all the 
studies that have been made by anyone. In our overseas activities 
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we have collected 44 different studies made by congressional bodies 
and private groups and we started with that as our foundation. 


TASK FORCE ON RESEARCH 


Mr. Jonas. Directing your attention to page 10 of your justifica- 
tions, the Task Force on Research Activities of the Department of 
Defense, is that the only task force that will study research? 

Mr. Houuister. We have no other research task force. 

Mr. Jonas. Do you contemplate going into any research activities 
other than those dealing with defense-related matters? 

Mr. Ho.uster. We do not unless they might get into the Medical 
Task Force study. 

Mr. Jonas. That is not a new one? 

Mr. Houutstrer. No. That kas been going on for some time. 
They may be studying some of the research activities, but we are 
making no general research study except in the Department of 
Defense. 

Mr. Jonas. We have had brought to our attention in this committee, 
for example, the fact that a number of different agencies of the Govern- 
ment are now engaged in cancer research. Would your Medical 
Task Force deal with that? 

Mr. Houutsrer. I would doubt it. I can find out. 

Mr. Jonas. The Veterans’ Administration is in it, the National 
a es of Health are in it, and the Atomic Energy Commission 
is also. 

Mr. Houuistrer. I do not think our task force is getting into that. 
There are a great many things we cannot cover. 

Mr. Jonas. I would like to recommend that you get into it. 

Mr. Houutster. | will certainly take it up. 

Mr. Jonas. I think some committee ought to bring together in one 
report a record of all the different agencies of government engaged in 
medical research. 

Mr. Yarzs. Is that not the function of the National Science Foun- 
dation? 

Mr. Jonas. We thought it was, but they evidently have not done 
anything about it. 

Mr. Houuister. We do not want to spread ourselves too thin. If 
we had time and money we might take up the whole question of 
telecommunication, for example. 

Mr. Jonas. What does this Medical Task Force intend to do? 

Mr. Houutster. The Task Force on Federal Medical Services has 
two basic functions. 

Mr. Puriuips. Where are you reading from? 

Mr. Houustsr. Page 30 of the justifications we gave you in March. 
This task force has two basic functions: 

1. To assemble and evaluate essential data regarding the functions, methods 
of operation, and experiences of all Federal medical establishments, including 
those of the Armed Forces, the Veterans’ Administration, the United States 
Public Health Service, and other Federal organizations. 

2. To formulate recommendations and draft justifications in support of them, 
which will carry out the objectives of our legislation. 

A variety of medical activities in these agencies will be surveyed, including (1) 
the primary mission of the medical unit involved, (2) medical research and educa- 
tion, (3) public health and preventive medicine, (4) hospitalization, and (5) 
medical personnel. 
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But whether they get in the cancer picture, I could not tell you. 
Mr. Jonas. I just mentioned cancer because it came to my mind. 


TASK FORCE ON REAL PROPERTY 


Mr. Yares. Referring to page 5 of your justifications, which deals 
with the Task Force hip Sar Property, is it proposed by that task force 
to go into the question of Government housing? 

Mr. Houusrer. I think the answer to that is no, except perhaps 
insofar as it might mean special housing at camps, or something of 
that kind. 

Mr. Yarers. Taking a look at your justifications, this does not 
discuss the operations of the Defense Department in contrast to the 
other departments. 

Mr. Houuister. I realize that. I do not think there is any inten- 
tion of getting into the housing picture. In the first place, under the 
housing laws the Govtrnment does not own the property, does it? 
You are talking about the lending program, are you not? 

Mr. Yates. Does your Task Force on Real Property propose to go 
only into that aspect of real property that is owned by the Federal 
Government? 

Mr. Houuister. That is all. 

Mr. Yates. And nothing to do with leasing? 

Mr. Houutster. It might go into leasing insofar as a big airfield 
or overseas property used for the Department of Defense, something 
of that kind. 

Mr. Jongs. Does not the word “acquisition” cover it? 

Mr. Ho.uister. ‘Acquisition’? would be the means of buying a 
Government property. 

Mr. Jonas. That could be by purchase or long-term lease. 

Mr. Houuister. It does not cover what is generally known as the 
housing activities of the Government in its guaranties. 

Mr. Tuomas. The Hoover Commission made a specific study of 
that some years ago. 

Mr. Houutster. In our Lending Agencies Task Force we are going 
into that. 

Mr. Tuomas. That report has been published, has it not? 

Mr. Ho.urstrer. The former Hoover Commission had a report 
on it; yes. 

Mr. Yates. Page 8 refers to the Subcommittee on Business Enter- 
prises in the Department of Defense. As I remember, there was a 
newspaper story which I read a few months ago in which it seems to 
me it was stated the Harden subcommittee had talked about Govern- 
ment enterprises being in these fields and had gone into these questions. 
Why are you going into it? 

Mr. Ho.utster. We are not duplicating what they are doing, but a 
great many things have not been studied and we are trying to come up 
with a comprehensive set of recommendations. Everything we go 
into is obviously something that has been investigated or reported on 
in the past. 

In many cases nothing has been accomplished. 
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TASK FORCE ON WATER RESOURCES AND POWER 


Mr. Yares. How long is it intended that your Task Force on 
Water Resources and Power shall operate? 

Mr. Houutster. We are expecting to have the reports in our hands 
before the end of the year, and in turn to make our recommendations 
‘to the Congress by December 31. It may be that some of the task 
forces will have to continue for a few weeks beyond that to get all 
their data assembled in the form that it can be used in the future, 
because there is a lot of information that will have been gathered, but 
we are pushing all we can to get all the reports in to us so that we 
can make our own reports to the Congress. These task forces are 
arms of the Commission. The Commissioners have to arrive at 
their own independent conclusions which may or may not agree 
with the recommendations of the task forces. 

Mr. Jonas. Your task force on power and water resources, as I 
have had brought to my attention, recently conducted extensive 
hearings in Chattanooga. 

Mr. Houurster. We had five hearings. 

Mr. Jonas. Before which Governor Clement and the TVA people 
gave extensive testimony. 

Mr. Houutster. That is correct. The hearings are one of our 
additional expenses. 

Mr. Jonas. I think you spent about a week down there. 

Mr. Houutster. The subject was such a live one we felt it important 
to have the hearings, and there was great pressure for them. Public 
hearings were held in San Francisco, in Denver, in Chattanooga, in 
New York, and in Portland, Oreg. 

The one in Portland, Oreg., was held June 30. Admiral Morrell 
attended every one of them and conducted the hearings, and most of 
the members of his task force attended the hearings. Everybody 
who wanted to was given the opportunity to be heard. I think there 
were 40 or 50, on the average, witnesses at each of those hearings. 

Mr. Yares. Is that the way the Hoover Commission conducted its 
work, by public hearings? 

Mr. Houutster. No, we are not conducting our work generally 
that way. In that particular instance it was so highly controversial 
and there was so much interest in the subject the Commission felt it 
would be wise to have a public hearing, so that there would be no 
chance that anybody could say they could not appear. 

Mr. Yares. I was under the impression that it is difficult to have a 
really good study with open public hearings. 

= Houutster. We fully agree. In this case the exception was 
made. 

I repeat, the reason for it was that all kinds of groups complained 
that if we did not have public hearings and if everybody could not 
come before the Commission then certain interests would not properly 
be presented. We felt under the circumstances the only thing to do 
was to have these public hearings. 

Mr. Pxiuires. We thank you very much, Mr. Hollister. 

Mr. Houutsrer. Thank you, gentlemen. 
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COMMISSION ON INTERGOVERNMENTAL RELATIONS 


WITNESSES 


MEYER KESTNBAUM, CHAIRMAN 
GEORGE C. 8. BENSON, RESEARCH DIRECTOR 
FRANK A. JACKSON, ADMINISTRATIVE OFFICER 


SALARIES AND EXPENSES 


Mr. Puriures. We have with us this morning the representatives 
of the Commission on Intergovernmental Relations: Mr. Meyer 
Kestnbaum, Chairman; George C. S. Benson, research director; and 
Mr. Frank A. Jackson, administrative officer. They appear in sup- 
port of and in justification of the supplemental request for $460,000, 
as contained in House Document 428, which we will insert in the 
record at this point. 


COMMISSION ON INTERGOVERNMENTAL RELATIONS 
SALARIES AND EXPENSES 


“For an additional amount for ‘Salaries and expenses’, $460,000: Provided, 
That said appropriation shall be available for the hire of passenger motor vehicles 
and shall remain available until March 1, 1955: Provided further, That the limitation 
under this head in the Second Supplemental Appropriation Act, 1954, on the amount 
available for expenses of travel, is increased to ‘$222,000’. - 

The life of the Commission on Intergovernmental Pelations was extended to 
March 1, 1955, by Public Law 302, approved March 1, 1954. The current appro- 
priation of $500,000 assumed the final report of the Commission by March 1, 
1954 and complete liauidation of the Commission on September 1, 1954. This 
proposed supplemental appropriation is required to finance the activities of the 
Commission to March 1, 1955. 


You have a balance left over from the 1954 fiscal year of $96,250; 
is that right? ; 

Mr. Benson. Yes. 

Mr. Purturrs. This is not quite clear to me. I take it when you 
appeared before this committee before you expected to have a balance 
left over in 1954 of $30,000. Is that right, Mr. Jackson? 

Mr. Jackson. Yes. 

Mr. Putuurrs. You have subsequently revised that to show a 
balance of $96,250. 

Mr. Jackson. That was our estimate. 

Mr. Putturps. The total amount available for the year 1955 would 
be $460,000 plus the $96,250, making a total of $556,250. 


JUSTIFICATION MATERIAL 


You have a justification here. I imagine you would like to have 
that all put in the record. That is authorized. 
(The information is as follows:) 


The Commission on Intergovernmental Reiations was established by Public 
Law 109, approved July 10, 1953 (67 Stat. 145; 5 U.S. C.) to study and investigate 
the tollowing problems: The proper role of the Federal Government in relation 
to the States and their political subdivisions; an adjustment of intergovernmental 
fiscal relations; justification for existing Federal aid programs, possible extension 
of Federal aid, possible limitation of Federal control connected with Federal aid. 
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Although the Commission was not activated until later in the year and was for 
a period of time without a chairman, much excellent work has been done and our 
program is rapidly gaining momentum. 

In order to carry out the objectives of the act, the Commission is undertaking 
the most thoroughgoing survey of intergovernmental relations which has ever 
been made in the United States. Because of the complexity and importance of 
the problems and public interest in the program, the Commission is using a variety 
of resources which will provide the Commission with the factual material needed 
for reaching decisions and making recommendations. 

These resources are: 

A. Commission members and subcommittees 
. Commission research staff 
. Special studies under contract 
. Study committees 
. State commissions 
. Interested associations and groups 


COMMISSION MEMBERS AND SUBCOMMITTEES 


Thus far the Commission meetings have been held monthly. In the remaining 
months the work of the Commission embers will be greatly accelerated and more 
frequent and concentrated sessions will be necessary for the Commission to resolve 
its final recommendations and prepare its final report, due on or before March 
1, 1955. 

Similar acceleration will apply throughout the entire work program, including 
the following committees which have been organized from within the membership 
of the Commission itself: 

Projects and Organization Committee, which establishes the Commission’s pro 
gram for conducting the studies and investigations. 

Committee on Federal Aid to States for Natural Disasters, which has submitted 
a preliminary report to the Commission. 

Committee on Principles and Historical Development of the American Federal 
Government, which will soon submit its report to the Commission. 

Review Committee on Grants-in-Aid, which is studying grants-in-aid programs 
to determine common elements and consistencies, or lack thereof, among Federal 
grant programs and to develop recommendations on possible new approaches 
which might be followed generally in grant programs. 


COMMISSION RESEARCH STAFF 


Fact finding for the Commission and study committees is being provided by the 
research staff. The activities of this staff fall into two general categories. 

One section of the staff is investigating the problem of fiscal relationships in 
our Federal system, including the possibilities of reallocating tax sources among 
the various levels of Government in the United States. The other section is 
surveying the range of major governmental functions in order to provide facts to 
the Commission for consideration as to whether such functions should be per- 
formed by only one level of Government or should be undertaken by more than 
one level of government in some sort of cooperative arrangement. The fields of 
governmental activity in which the most difficult questions arise as to the role to 
be played by Federal and State Governments, respectively, include the fields of 
welfare, health, education, highway construction, and employment security. 

The staff is scrutinizing the existing system of Federal grants-in-aid to assist 
the Commission in determining whether this system should be expanded, con- 
tracted, or otherwise modified. The impact of grants-in-aid programs on State and 
local budgets is being considered and alternative methods of providing Federal 
assistance to States are being reviewed. 


SPECIAL STUDIES UNDER CONTRACT 


A major research activity which has been completed is the study of the political, 
administrative, financial, and economic impact of the present system of Federal 
aid in seven selected States. These impact studies were made under contract for 
the Commission by private research organizations. 

The results of these studies indicate that the grants have had extremely impor- 
tant budgetary and administrative impact on a number of States. 

All of the studies suggest fields for further investigation. The Commission 
will make followup studies to pursue further the clues that have been supplied 
by these State studies. 
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In addition, the Commission will receive reports on similar impact studies from 
at least three other States. These studies are being made by State commissions 
and university research bureaus at their expense. 

At the request of the Commission, the yi el of Congress has completed a 
study of the functions being performed by all levels of government, with partieular 
attention to the historical development of the roles played by the various levels 
of government. 

STUDY COMMITTEES 


One of the major sources from which valuable information will be available to 
the Commission on which to base its findings and recommendations will be the 
reports of study committees. 

The task of these committees is to reexamine certain major fields of govern- 
mental activities which present a high degree of financial and administrative 
involvement among Federal, State, and local governments. 

These committees are composed of distinguished citizens, conversant with the 
fields being studied. One or more Commission members serve on each of the 
study committees. Each committee is assisted by a member of the Commission 
research staff, who acts as rapporteur and also assembles and analyzes informa- 
tion for committee consideration. 

The following committees have been organized: 

Study Committee on Federal Aid to Highways 

Study Committee on Payments in Lieu of Taxes and Shared Revenues 
Advisory Committee on Local Government 

Study Committee on Public Aid to Welfare 

Study Committee on Federal Responsibility in the Field of Education 
Study Committee on Federal Aid to Agriculture 

Study Committee on Federal Aid to Public Health 

Study Committee on Natural Resources and Conservation 

Of these committees, only the Committees on Federal Aid to Highways and 
Payments in Lieu of Taxes and Shared Revenues have been actively engaged in 
their studies. The other committees will hold their first meetings late in June 
and early July. Additional committees will be organized shortly after the end 
of the fiscal year. Our expenditures in connection with study committees have 
not been great during fiscal year 1954 but will represent a major expenditure 
during fiscal year 1955. 

The reports of the study committees will be ready for Commission consideration 
by early fall. 

STATE COMMISSIONS 


Interest throughout the country in the work of the Commission is widespread. 
Twenty-one States have created official commissions on intergovernmental rela- 
tions, who make reports and recommendations to our Commission. In 27 States, 
voluntary citizen committees on intergovernmental relations have been established. 
A total of 36 States have either the official commission or citizens’ committees, 
or both. Several of these have made extensive recommendations. 


INTERESTED ASSOCIATIONS AND GROUPS 


A number of associations and groups, having a variety of points of view, have 
expressed their interest in the program. In order to obtain the benefit of their 
views, the Commission has already arranged a series of informal conferences with 
various interested groups. These conferences are being conducted primarily by 
staff members. The Commission has also written to a large number of associa- 
tions throughout the country to ask for their recommendations on these problems 
of such far-reaching importance to all Americans. 


REPORT 


During the fall months the Commission will utilize the information from the 
State impact surveys, from additional surveys necessary to follow up leads de- 
veloped in the State impact surveys, from the study committees, from the public 
finance researches, and from interested groups and State commissions to prepare 
an overall report which may set up the guidelines for Federal-State relations for 10 
or 20 years to come. 
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ADDITIONAL FUNDS NEEDED 


It is estimated that approximately $96,250 of the original appropriation of 
$500,000 will be available on July 1, 1954. In addition to this carryover, it is 
estimated that an additional $460, 000 will be required to carry the work of the 
Commission to a successful conclusion. 

Tabulated below are the obligations as of April 30, estimated additional obliga- 
tions to June 30, and estimate from July 1 to March 1, 1955: 


Obligations by objects 


} Estimated | Estimated 

additional obligations 

| r obligations to} for fiscal 
Apr. 30, 1964 | June 30, 1954 | year 1955 


. 
Personal $71,662.75 | $43,744.25 | $275, 015 
Travel : | 21, 204. 66 24, 750. 34 176, 045 
Communication services | 9, 600 
Rents and utilities services... _- 209. 00 1, 300 
Printing and 3, 673. 95 | 55, 000 
Other contractual services , 264. 46 9, 092. 30, 590 
al , 535. , 804.16 | 4, 000 
Taxes and assessments 3 10 | 5. 2, 300 


147, 163. 85 556, 250 


The major items of expenditure in our 1955 estimate are for personal services, 
travel, and printing and reproduction. Brief details on each of these expendi- 
tures are outlined below: 

01 Personal Services, $275,015 

It is anticipated that the staff of full-time employees will reach a maximum 
of 35 at a cost of $163,390, and that persons employed on a consultant basis will 
amount to the equivalent of 5 man-years at a cost of $56,625. At present 6 
Commission members are eligible to receive compensation when engaged in 
Commission activities. Others will be eligible to receive compensation during 
the summer months. It is estimated that compensation to Commission mem- 
bers will amount to $18,800. Some of the members of the study committees 
will require compensation. $34,200 is estimated for this purpose. 

02 Travel, $176,045 

It is estimated that travel costs for study committees will be approximately 
$105,545. Other travel estimates are: Commission members, $42,500; con- 
sultants, $23,000; and $5,000 for regular staff employees. 

Although not all members of study committees will draw compensation, our 
experience has been that the great majority desire to be reimbursed for travel 
expenses. 

06 Printing and reproduction, $55,000 

The estimate of $55,000 includes an estimate of $34,550 for the printing of the 
Commission report, Study Committee reports, State impact studies, and staff 
papers. 

Other objects, $50,190 

These estimates are based on our previous experience and the program planned 
for fiscal year 1955, except in the case of contractual services. The major obliga- 
tions for contractual services will be made in fiscal year 1954. 


Mr. Puiuurrs. Mr. Kestnbaum, did you have a statement you 
wanted to make? 

Mr. Kesrnpaum. Yes, I would like to say something briefly about 
this. 

Mr. This Commission was previously known as the 
Manion Committee; is that correct? 

Mr. Kestnsaum. That is correct. 
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Mr. Puitures. Now I presume it will be known as the Kestnbaum 
Commission. 

Mr. Kestnspaum. I hope not. I hope it will be known as the 
Commission on Intergovernmental Relations. 

Mr. Puiturrs. The Congress has a habit of shortening titles. 


BACKGROUND OF MR. KESTNBAUM 


Mr. Kestnbaum, in this committee we have a habit of long standing 
that when we have a new administrator or a new chairman of a 
commission we ask him to give us a thumbnail sketch of his back- 
ground. Will you do that for us, please? 

Mr. Kesrnsaum. I would be pleased to, Mr. Chairman, 

My principal occupation in life is that of president of Hart Schaffner 
& Marx. I have been with that company for over 30 years and have 
been president for about 13 years. 

I have also for a number of years been active in the Committee for 
Economic Development, and have been Chairman of the CED for 
about a year and a half, succeeding Mr. Marion Folsom, who joined 
the Treasury Department. 

When the President invited me to act as Chairman of this Com- 
mission I must acknowledge that I had to search pretiy far to find 
what my qualifications were. I have had no experience in Govern- 
ment, and I certainly cannot claim to be an expert in this field. I 
have had some economic background and some interest as a citizen 
in public affairs and governmental affairs. 

However, as you know, the Commission had been without a chair- 
man for approximately 2 months, and as a result while a number of 
good things had been started and while some of the research work 
was going on from an administrative point of view, not a great deal 
had been happening during this 2-month period. So I must acknowl- 
edge that we are not able to show results for the first expenditure 
here. , 

Mr. Tuomas. He is too disarming, too modest, and too likable. He 
is going to take our shirts off. I admonish you gentlemen to watch 
him with all four eyes. 

Mr. Puiuures. Which is your home city, Mr. Kestnbaum? 

Mr. Kestnsaum. My home city is Chicago, Ill. 

Mr. Yares. He might add that he lives in the great Ninth Con- 
gressional District of Illinois, which I have the honor to represent. 
oan Kestnsaum. I was about to emphasize that, Congressman 

ates, 

Mr. Puiturps. Do you have anything else to add? 

Mr. Kesrnpaum. | just wanted to make a few general comments 
about this request. 

GENERAL STATEMENT 


The original appropriation of a half million dollars was considered 
to be adequate for this job, although, as I look back on the project 
itself, | would have some question as to whether it was adequate. | 
do not think it was quite adequate. 

At any rate, with the time that has been allowed to lapse we now find 
ourselves in the position where in the main I should say the job is still 
before us. That is true in the main, while I think much good work 
has been done. 
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The money that will be expended here, as you can note from these 
summaries, is primarily for staff and for the meetings of study com- 
mittees in various functional fields of health, education, welfare, un- 
employment compensation, agriculture and so on. In each of these 
areas We now have gotten together prominent citizens, people who have 
technical competence in these fields. We try to get committees of 10 
or 12 people from various parts of the country who may be considered 
to look at these questions with some degree of authority. 

We expect that these committees will have to meet on an average of 
2 days a month in Washington over a period of 4 months. Some of 
them will have considerably longer meetings than this. They need 
staff support for the work. We have to pay their expenses of travel, 
and we pay a per diem to those who are qualified and who desire it. 
This is the variable item in our budget. 

We had considered the need for public hearings, and in fact we are 
under some pressure for public hearings. We are trying very hard to 
avoid public hearings. We think we can do this job without elaborate 
public hearings, although we will have to substitute informal and 
formal conferences with interested groups that have a particular 
interest. 

Mr. Yares. Who is bringing the pressure to hold public hearings? 

Mr. Kesrnpaum. Well, the group of county officials, for example, 
has put great pressure upon various Members of Congress to hold 
public hearings on the question of payment in lieu of taxes in the 
various States in thich there are large holdings of public lands. The 
county commissioners are affected substantially by this problem, and 
the Organization of County Officials has been particularly emphatic 
in its desire that we hold some public hearings. 

We have had suggestions in other areas that public hearings would 
be a good thing. We are inviting statements from virtually all the 
organizations that have a proper interest in the field; labor, business, 
and professional organizations. There are a great many. 

There also are, in 30 of the States, State commissions that more or 
less parallel this Commission. We are very eager to get the coopera- 
tion of these groups. This, too, will involve something in the way of 
expenditures, to develop an interest on their part, to give them mate- 
rial and to collate the information from them if we do get it. We 
hope that we can. 


POSSIBLE DUPLICATION OF ACTIVITIES OF ‘HOOVER COMMISSION’ 


Mr. Puruuips. Without doubt the intentions of the Commission 
are excellent. What this committee is primarily interested in, how- 
ever, is the amount of money you need and whether or not there is 
duplication between your activities and those of any other agency 
of government. 

We have just concluded, about 10 minutes ago, listening to the 
justification for the so-called Hoover Commission, the Commission 
on the Organization of the Executive Branch of the Government. 
They have testified here, and requested among other things money 
for a Subcommittee on the Transportation Activities in the Depart- 
ment of Defense. I presume there is no duplication there as between 
the Federal aid to highway study you are making. I think there 
would be a necessary duplication between the task force on water 
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resources and power and your study committee on national resources 
and conservation. I do not see how you could avoid duplication. 

Mr. Kestnsaum. There would be some overlap. 

Mr. Purturrs. It seems to me if you gentlemen cannot get together, 
this committee would necessarily have to decide which one of the 
investigations to finance, and not both. Am I right in that? 

Mr. Wapritnicete: Mr. Chairman, I think that is not quite correct, 
because the area of interest of the Hoover Commission and of this 
Commission is somewhat different. The Hoover Commission is 
studying the organization of the executive branch primarily with 
respect to the functioning of the Federal Government itself. We are 
interested in the relationship between the Federal Government and 
the States. We are not attempting and will not attempt any extended 
inquiry into the justification for such a program as health on the part 
of the Federal Government, or such a program as highways. We are 
taking for granted that the Congress when it set up the program had 
a pretty good idea of what it was doing. 

We are in«uiring into the way in which this program works in the 
States and the relationships that are created and developed between 
the States and the Federal Government. Our mandate is to make 
suggestions as to where these functions can be better performed, in 
the States or by the Federal Government; where cooperative arrange- 
ments are desirable; where the primary interest will lie; and so on. 
That is the area which we are studying. 

With respect to the Hoover Commission, where we have an area of 
common interest we are asking a member of the Hoover task force to 
serve on our committee to avoid precisely the point you mention, 
which is to avoid duplicating the same thing. Furthermore, we will 
have to get from other departments of Government a great deal of 
om we use. We could not possibly collect all the material we will 
need, 

Mr. Purtirps. Where do you expect to hold your hearings? 

Mr. Kestnsaum. Most of the meetings and hearings are in 
Washington. 

PRINTING AND REPRODUCTION 


Mr. Puttuips. Why did you ask for $55,000 for printing and 
reproduction? 

Mr. Kestnsaum. We will have to print our reports. We expect to 
print reports of the various study committees, some of which we think 
are going to be very important contributions. 


TERMINATION DATE OF THE COMMISSION 


Mr. Puttures. Do you expect to be in existence throughout the 
entire 1955 fiscal year? 

Mr. Benson. No, sir. 

Mr. Kestnsaum. No, sir. Through March 1. We are very anxious 
to complete our job and get our report written and publish it and 
present it to the President and Congress by March 1. 

Mr. Puiuurpes. Then actually you are asking for an appropriation 
for 8 months. 

Mr. Kestnspaum. Yes, sir; that is correct. 
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CONTRACTUAL SERVICES 


Mr. Puinires. What are your other contractual services; in the 
07 item, as to the obligations? 

You are asking for $30,590. You show an obligation of $147,264, as 
of April 30. There is $69,092 additional up to June 30, and an 
additional $30,590 during fiscal year 1955. Will you tell us what those 
are, please? 


STUDIES ON IMPACT OF FEDERAL GRANTS TO STATES 


Mr. Krestnpaum. We did retain the services of a number of in- 
dustrial engineering firms to make impact studies. This occurred 
rather early in the history of the Commission. They were to make 
studies in seven States of the impact of the Federal grants on the 
States themselves. 

Mr. Puriuips. Have those been completed? 

Mr. Kestnspaum. Those seven are now completed. 

Mr. Putuurps. Have you issued a report on them? 

Mr. Kestnspaum. No, sir; we are in process of digesting the material 
in those impact studies. They are very illuminating. 

Mr. Benson. I think we will probably have to publish them, Mr. 
Chairman, in due time, but we are trying to see if we can shorten 
them up somewhat. They tell quite a little about the effects of grants 
in individual States. 

Mr. Kestnsaum. They are pretty voluminous. 


TRAVEL 


Mr. Puiiures. Your travel item increases some six times. 

Mr. Kesnrsaum. That is correct, sir. You see, up to the Ist of 
June only 4 of these study committees had been named, and I think 
that of the 4 only 3 had been active, and 2 of those 3 bad been rather 
small committees that did their work in Washington. 

Now the bulk of this work will be done by study committees of the 
kind I described a tittle while ago, and they are just starting. Most 
of them either have held of will hold their first meeting this month. 


EXAMPLES OF STUDIES MADE 


Mr. Puitures. I think it would be helpful to this committee in 
determining the amount of money to appropriate, if a commission 
like yours and some of the others would orcasionally show us a sample 
of their work. 

Mr. Benson. We have the State impact study. 

Mr. Kestnpaum. There is no doubt about the value of that 
suggestion. We brought along 1 of the impact studies that was 
prepared for us, 1 of the 7. This is on the State of South Carolina: 
the impact of Federal grants-in-aid on South Carolina. 

Mr. Puruurps. That is nearest to vou, Mr. Jonas. 

Mr. Benson. We could send up one on each, if you like. 

Mr. Jonas. Do you have one on North Carolina? 

Mr. Kestnspaum. No, sir; we did not make one on North Carolina. 

Mr. Yares. Will such a study be made for each of the States? 
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Mr. Kustnpaum. No, sir. It is quite costly and we did not con 
template it. 

Mr. Puriuips. Which States are they? 

Mr. Kestnspaum. Mississippi, Washington, South Carolina, Con- 
necticut, Kansas, Wyoming and Michigan. 

Mr. Benson. We also are having voluntary studies made by three 
States. 

Mr. Puruuirs. I expect I would be glad to see the one from the 
State of Washington. 

Mr. Benson. Yes, sir. We would be happy to send that to you. 

Mr. Puiuures. That is on the west coast. Conditions are not 
exactly the same, but they are somewhat similar. 

Where are the voluntary studies being made? 

Mr. Benson. One is in the State of California, being made by the 
University of California at Berkeley. And there are also studies in 
New Jersey and Pennsylvania. 

There is also one in New York. New York State has a special 
commission for studying its fiscal situation in the State, and they 
have undertaken to do this job for us. Then both Pennsylvania and 
New Jersey have promised something. 


LIFE OF COMMISSION 


Mr. Tuomas. When did your Commission go into effect, Mr. 
Chairman? 

Mr. Kesrnsaum. It was organized and I believe held its first 
official meeting on September 30 of last year. 

Mr. THomas. What was the original cutoff dae? Was that June 
30 of this year? 

Mr. Kestnpavm. I believe that it was September 1 of 1954. That 
was extended. 

Mr. THomas. Now it has been extended to March 31 of next year? 

Mr. Kestnpaum. Mareh 1. 

Mr. Tuomas. Your original appropriation was $500,000? 

Mr. Kesrnsaum. That is correct. 

Mr. Tuomas. You have as of June 30 approximately $96,000 of 
that $500,000? 

Mr. Kestnpaum. Yes, sir. 


ACHIEVEMENTS TO DATE 


Mr. THomas. What do we have to show for that $400,000 spent 
already? You only had 2 committees which functioned, out of the 
8; is that correct? 

Mr. Kestnpaum. Actually there were four named. There were 
two that brought in reports. One was on disaster and one was on 
highways. Both brought in preliminary reports. 

Mr. Tuomas. Are they final and completed? : 

Mr. Kesrnspaum. No, sir. I must acknowledge I do not believe 
we can point to any one finished piece of work. Except for the State 
impact surveys which had been contracted in the prior period and 
which we think are highly informative. There is some very interesting 
information in them. 

Mr. Tuomas. Now you seek an additional $460,000 to wind it up? 

Mr. Kestnpaum. That is correct, sir. 
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Mr. Tuomas. Will that do the job, now? 

Mr. Kestnpaum. Well, sir, it is tight. Our original request was 
substantially higher. The Bureau of the Budget went over this 
pretty carefully and cut it down rather substantially. We will try 
to keep it within this amount. 


STUDY COMMITTEES 


Mr. Tuomas. How many committees do you have? You have a 
Study Committee on Federal Aid to Highways, a Study Committee 
on Payments in Lieu of Taxes and Shared Revenues, an Advisory 
Committee on Local Government, a Study Committee on Public Aid 
to Welfare, a Study Committee on Federal Responsibility in the Field 
of Education, a Study Committee on Federal Aid to Agriculture, a 
Study Committee on Federal Aid to Public Health, and a Study 
Committee on Natural Resources and Conservation. 

Mr. Kesrnpaum. There are eight. 

Mr. Benson. That is eight. There are also | or 2 small ones more 
or less within the Board. 

Mr. Kestnpaum. We have a number of those. 


STUDY COMMITTEE ON EDUCATION 


Mr. Tuomas. Has this Study Committee on Federal Responsibility 
in the Field of Education started functioning? 

Mr. Kesrnpaum. Yes, sir. It had its first meeting last week. It 
is a very distinguished committee, with well-known educators, some 
fiscal officers, and some school superintendents. 

Mr. Tuomas. No doubt that committce is distinguished. All 
these committees are made up of very fine public-spirited men. If 
there are any better men to be found in their fields, it is an error in 
judgment of the head and not of the heart, because I know you are 
trying to get good men. 

Mr. Kesrnpaum. Right. 

Mr. Tuomas. What is the thinking in regard to tapping new and 
different resources in the field of education, with reference to taxes? 
There is not a school system in this country by and large which has 
not outgrown its clothes facilities and everything. The reasons are 
obvious. The question is: Is the Committee giving study to tappmg 
new resources of taxation? 

Each school district in the country needs more money; and I do not 
care which town it is. It needs new buildings, more buildings, and 
more equipment. As a result of that very pinching need the pressure 
is on the Federal Government, through one means or another, to make 
a contribution. 

Mr. Kestnraum. That is right. 

Mr. Tuomas. Of course, the first step has been in those areas where 
you have some Federal installation. In the old days if a Federal 
installation were located in a particular congressional district, or any 
district, it was an asset to that district. ‘ 

Mr. Kestnraum. It was considered to be a benefit. 

Mr. Tuomas. But now, when they are in need of more aid, it has 
ipso facto become a liability to that district, and the Federal Govern- 
ment, therefore, should pay for it. 
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Is any study being made along the line of whether or not the Federal! 
Government is going to meet the issue fairly and squarely and say, 
‘“‘We need more funds and the State is not able to pay it; therefore, 
the Federal Government, which is even less able to pay it, is going to 
do it.’ What is the thinking? 

Mr. Benson. That is a fair statement. 

Mr. Tuomas. How much are you going to spend on that Committee, 
out of this $1 million you are requesting here? Tell us something about 
the Committee and how many personnel it has and so forth. I will 
take you over the hurdles on this one, and then leave you alone on 
the others. 

Mr. Kestnpaum. Well, sir, I am very glad you picked that, because 
that is certainly important. 

Mr. Tuomas. Who is on the Committee? What is your staff 
personnel? How much are you going to spend on that Committee 
and so forth and so on? Give us a complete itemized breakdown, 
which you have not done in your justification. 

Mr. Kestnpaum. Well, sir, we would be very glad to furnish that. 

First as to the composition of the Committee, the Chairman is 
Dr. Adam 8. Bennion, one of the Apostles of the Church of Latter 
Day Saints, Salt Lake City, Utah. We selected him because he was 
the chairman of a commission which made a comparable study in the 
State of Utah. It was an excellent study. 

I cannot tell you what the findings of this committee will be. I do 
happen to know that the report of the committee of which Dr. Bennion 
was chairman was opposed to increased Federal grants to education. 
We did not select him for this reason. 

Mr. Tuomas. How many consultants or members of the Com- 
mission are there? How many are there on the staff? How many 
paid employees are there? iat are their activities? How muc 
do they have in travel funds? 

Mr. Kestnpaum. All right, sir. 

Mr. Tuomas. Can you tell us something about that? Then we 
might be able to make some suggestions on their activities. 

Mr. Kestrnsaum. Let me first indicate the membership on that 
committee. 

In addition to Dr. Bennion there is President Wriston of Brown 
University, who is generally accepted as one of the foremost of the 
educators in the country; Roy Simpson, the superintendent of public 
instruction of the State of California; a man from Cornell, Dean 
Litchfield of the school of business and public administration of 
Cornell; and there is another county superintendent from Atlanta, 
Ga.; the superintendent of Fulton County Schools, Mr. Paul West. 

Mr. Benson. There is a man from Mississippi, the president of the 
School Supply Co. there. 

Mr. Kestnsaum. Mr. Campbell. 

Mr. Tuomas. You have a nice committee. 

Mr. Kestnpaum. Yes. 

Mr. Benson. There is this lady from the Chicago School Board. 

Mr. Kestnpaum. Mrs. Catharine Mulberry, a member of the school 
board in Chicago. 

Mr. Tuomas. How long has this committee been set up? 

Mr. Kesrnpavum. It just started. It had its first meeting last week. 
It was a 2-day meeting. It will probably have at least 4 or 5 and 
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possibly 6 2-day meetings in Washington before it gets to the point 
where it can prepare a report. 

We have a member of the staff, if you want to follow that through 
not with respect to its findings but with respect to what its procedure 
will be, 

First, as the composition, we have tried to balance the thing with 
fiscal officers. Mr. Norman Hurd, the budget director of the State 
of New York, represents the fiscal problems involved. We tried to 
get edueators, specialists in the field, public members, and a labor 
man. We have invited a ClO man who was superintendent of 
schools in St. Louis to give the point of view of labor on this committee. 
We believe it is well balanced. 

They will meet in Washington for a 2- or 3-day meeting, we esti- 
mate somewhere between 4 to 7 times, at intervals of every 2 or 3 
weeks, in order to get their material together. 

The staff member working with them is Roger Freeman, who is 
assistant to the Governor of the State of Washington, Governor 
Langley, an administrative assistant who is a very capable man. 
ne Ny very well informed in this field and has done a lot of work in the 

eld. 

Another member of the Commission is Dr. Brownell from the 
Department of Health, Education, and Welfare. He is Commis- 
sioner of Education. 

We are getting from the Department all of the material they have 
to bear on this subject. We are not starting de novo to collect new 
material where there is existing material. - 

We have access to all information from other Government depart- 
ments, and are using it, and propose to use it extensively. 

The expenses involved in this case are related to meetings. There 
are salaries of the staff member assigned to them, Mr. Freeman, and 
the clerical staff. 

At the conclusion of their deliberations they will write a report, 
which we expect to publish, which we think is going to be a very 
important document in this field, and which we hope will be. 

ince policy is now in the process of being formed in this very 
important area, this is not set as some of the others are. There is 
as yet no large program on the part of the Federal Government to 
build and finance a and so forth. 

As you know, there are various items of legislation which are 
SS ranging all the way from a very large program of Federal 

uilding of schools, to another which proposes to expend $27 million— 
and I am not sure of my figure—which proposes to spend a substan- 
tial amount of Federal money in building school buildings in this 
area where they have two sessions, or where the schools are considered 
hazardous. 

This would be a kind of stopgap Federal program until some reor- 
ganization is made. 

The Secretary of the Department, Mrs. Hobby, has indicated that 
she would like to defer her major recommendations in this field until 
the report of this Commission is forthcoming. This is kind of a 
stopgap proposal. 

At any rate, as the Congressman suggested, there will be tremendous 
pressure on the Federal Government bans every one of these localities 
with schools. We are conscious of the fact that if we are going to 
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have or perpetuate what we think is the tradition of this country in 
this field, we would like to see local responsibility to the fullest degree 
possible, which means local taxation. 

The committee itself will make some recommendation, but it will 
be the task of the Commission to try to develop some theory as to what 
the capacity of the localities is in this field. 

You may be interested to know that this report on the State of 
South Carolina points out that the effect of Federal grants to the 
State of South Carolina has been to reduce rural property taxes by 
an amount almost equivalent to the increases in Federal aid. In 
other words, the Federal money that has gone in to some extent has 
relieved rural property owners of the obligation to pay taxes. 

This is one State. We have not studied this completely, so we are 
not ready to make this a generalization; but at least on that point in 
South Carolina this is the judgment of the people who made this 
study. 

It indicates precisely the problem you raised. This is not an easy 
problem of saying, “Give the money on the part of the Federal Gov- 
ernment,” nor is it easy to say that the local communities can fur- 
nish all the money that is necessary, because the sums are very large. 
But we hope to develop i in this Commission some theory which would 
indicate where the primary responsibility ought to be; what the obli- 
gation of the Federal Government ought to be in this and other fields; 
as a guide for legislation. It is clear that if education, which is a pro- 
gram representing one of the largest expenditures of local communi- 
ties, were taken over by the Federal Government in toto, there prob- 
ably just would not be enough money to carry out a program of this 
kind to the degree that is proposed in some quarters for school build- 
ings and for raising teachers’ salaries and so forth. It is a tremendous 
amount. 

Mr. Tuomas. You have made a very nice statement. It is very 
helpful. 1 wish your Commission well. It is a tremendous field and 
it is a very important field. 

Mr. Kestnsaum. In the other fields, some of which are now pretty 
well set—for example, in welfare, which is where the largest payments 
go, for public assistance—-we are in a position there where the Com- 
mission will not be able to make recommendations which might be 
as decisive as this one in education, which is still in progress of develop- 
ment. 

ADVISORY COMMITTEE ON LOCAL GOVERNMENT 


Mr. Yares. Page 3 indicates certain study committees and an 
Advisory Committee on Local Government. What is the distinction? 

Mr. Kestnsaum. We have a Study Committee on Local Govern- 
ment where Governor Jones, a member of our Commission, is Chair- 
man. We have asked a number of persons who are considered expert 
in this field to serve on an advisory committee in this area. I do 
not have the details. 

Mr. Yares. The area is local government itself? 

Mr. Kesrnsaum. Yes. 

Mr. Yates. Do you have any advisory committees to your other 
study committees? 

The reason I ask that question is that ne we were called 
upon to vote on the question of appointment of the lay committee 
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on education for the President. I wondered, just as you have sug- 
gested the appointment of this CIO member from St. Louis, whether 
or not you have comparable appointments to your Study Committee 
of other interests, other lay people. 

Mr. Kestnpaum. Oh, yes. 

Mr. Benson. Yes. There is a man from the chamber of commerce 
and the various groups that are interested, on this Education Com- 
mittee. 

MEMBERSHIP OF STUDY COMMITTEES 


Mr. THomas. Mr. Chairman, I think it would be helpful to record, 
if they would be so kind, the names of the personnel on each one of 
these study committees. 

Mr. Putiuirs. Would you be able to do that? 

Mr. Kestnpaum. Yes, sir. In fact, 1 think we were delinquent in 
not doing that. 

Mr. Tuomas. And their locations and former businesses. 

Mr. Puruurps. We can put that in. 

Mr. Kestnpaum. Yes, sir. We will indicate the name of the 
person and his principal affiliation or the reason why he is on the 
committee. 

(The information is as follows:) 


STUDY COMMITTEE ON FEDERAL AID TO HIGHWAYS 


Clement D. Johnston, chairman: President, Bristol Grocery Co., Bristol, Va.; 
president, Williamson Grocery Co., Williamson, W. Va.; chairman, Project on 
Adequate Roads; president, United States Chamber of Commerce; Blue Hill 
Farm, R. F. D. 1, Roanoke, Va. 

Allan Shivers: Governor of State of Texas, State Capitol, Austin, Tex. 

Robert B. Murray: Under Secretary of Commerce. 

William J. Cox: Former State highway commissioner of Connectieut; in 1950 chief 
engineer for Pennsylvania Planning Commission; Leesburg, Va. 

Randolph Collier: Chairman of senate transportation committee in California; 
chairman of senate interim committee on highways, streets, and bridges; 
former chairman of joint legislative committee on highvays; Yreka, Calif. 

Dane G. Hansen: President, Hansen Lumber Co., I ogan, Kans. 

Maj. Gen. Frank Merrili: Commissioner of highways of the State of New Hamp- 
shire, Coneord, N. H. 

Richard M. Zettel: Research associate at Institute of Transportation and Traffic 
Engineering, University of California; Acting Assistant Director of Research, 
Commission on Intergovernmental Relations, Washington, D. C. 

Frederick P. Champ: Member of Utah Citizens’ Committee on Intergovern- 
mental Relations, Logan, Utah; former vice president and director, United 
States Chamber of Commerce, 

J. Stephen Watkins: President, J. Stephen Watkins Engineering Co., 251 East 
High Street, Lexington, Ky. 


STUDY COMMITTEE ON PAYMENTS IN LIEU OF TAXES AND SHARED REVENUES 


Arthur E. B. Tanner, Chairman: President of the Waterbury Foundry Co., Water- 
bury, Conn., and speaker of the Connecticut House of Representatives 

Charles F. Conlon, Jr.: Exeeutive dircetor of the Federation of Tax Administra- 
tors, and executive secretary of the National Association of Tax Administra- 
tors, North American Gas Tax Conference, and Tobacco Tax Conference 

Stephen Hart: Well-known Denver, Colo., tax attorney 

James M. Langley: Publisher of the Concord Monitor, Concord, N. H., and 
chairman of the New Hampshire Interim Committee of Reorganization of Tax 
Structure, designated by the Governor to serve as the New Hampshire State 
Commission on Intergovernmental Relations 

8. — Montgomery: Vice president of the First National Bank, Port Neches, 

ex. 
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Claude E. Porter: Mayor of Adrian, Mich., and president of the Michigan 
Municipal League 

Marion B. Folsom: Under Secretary of the Treasury and Commission member 

Hubert H. Humphrey: Senator, State of Minnesota, and Commission member 

Charles Henderson: Former mayor of Youngstown, Ohio, and Commission 
member 

John A. Perkins: President of the University of Delaware, Newark, Del., and 
member of the Delaware Committee on Intergovernmental Relations 

Norris Poulson: Mayor of city of Los Angeles 

= E. Champney: Director of Wayne County Bureau of Taxation, Detroit, 

ich. 
ADVISORY COMMITTEE ON LOCAL GOVERNMENT 


Sam Jones, chairman: Former Governor of Louisiana and Commission member 

Elmer E. Robinson: Mayor of San Francisco and president of the United States 
Conference of Mayors 

William E. Kemp: Mayor of Kansas City, Mo., and president of the American 
Municipal Association 

George H. Gallup: President of the National Municipal League 

G. A. Treakle: President of the National Association of County Officials 

Glenn 8. Allen, Jr.: Mayor of Kalamazoo, Mich. 

Tom Kleppe: Recent mayor of Bismarck, N. Dak., and vice president of the 
Gold Seal Corp. 

Henry Pirtle: Mayor of Cleveland Heights, Ohio 

Hubert Schouten: Mayor of Keokuk, Iowa 

Ribera J. White, Jr.: County Commissioner of Milwaukee County, Milwaukee, 

is. 


STUDY COMMITTEE ON FEDERAL AID TO WELFARE 
Raper W. French, chairman: Vice president of Tulane University, New Orleans, 


Filen, Winston: Commissioner of the North Carolina State Board of Public 
elfare 
. Shoemaker: Commissioner of the Utah State Department of [Public 
elfare. 
John W. Tramburg: Commissioner of Social Security of the Department of 
Health, Education, and Welfare. 
Walter C. Beardsley: Widely known Texas attorney, Midland, Tex. 
Stephen 8. Nesbit: Vice president of Gerber Foods, Inc., Fremond, Mich. 
— aca Secretary-treasurer of the Ohio "State CIO Industrial Union 
ounci 
W. Glenn Campbell: The ‘American Enterprise Association, Washington, D. C., 
and author on welfare programs, 
Henry R. Guild: Herrick, Smith, Donald, Farley & Ketchum, Boston, Mass.; 
and director of many corporations active in welfare work. 
Harold C. Ostertag: Member of Congress, State of New York, member of the 
House Appropriations Committee, and Commission member. 
Dorothy Gordon: Member of the New York State Comptroller’s Commission on 
Local Nonproperty Taxes and legislative representative, League of Women 
Voters in New York. 


STUDY COMMITTEE ON FEDERAL RESPONSIBILITY IN THE FIELD OF EDUCATION 


Adam §. Bennion, chairman: Member of Council of 12 Apostles, Church of Jesus 
Christ of Latter-day Saints; former vice president of the Utah Power & Light 
Co.; former chairman of the Utah Publie School Tolling Commission. 

Edward H. Litchfield: Dean, School of Business and Public Administration, 
Cornell University, Ithaca, N. Y. 

Henry M. Wriston: President of Brown University, Providence, R. I. 

Samuel M. Brownell: United States Commissioner of Education. 

Very Rev. Msgr. Thomas J. Quigley: Superintendent of Catholic schools, Pitts- 
burgh, Pa., and president, Departments of Superintendents, National Catholic 
Educational Association. 

Catharine Culver Mulberry: Vice president, National School Boards Association, 
and member, Chicago Board of Education. 

Roy E. Simpson: State superintendent of public instruction; president, National 
Council of Chief State School Officers (1953-54) ; Sacramento, Calif. 

A. Boyd Campbell: President of the Mississippi School Supply Co., Jackson, Miss., 
and chairman, education committee, United States Chamber of Commerce. 
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T. Norman Hurd: Director of the budget of the State of New York, Albany, N. Y. 

Edward C. Ames: Director of Employee and Public Relations, Calumet & Heecla, 
Inc., and past president, Toledo Board of Education. 

Paul W. West: Superintendent of Fulton County schools; member, legislative 
commission, National Education Association; member, executive committee, 
American Association of School Administrators. 

Alfred E. Driscoll: President of Warner-Hudnut, Inc., former Governor of New 
Jersey, and Vice Chairman of Commission on Intergovernmental Relations. 


STUDY COMMITTEE ON FEDERAL AID TO AGRICULTURE 


R. I. Nowell, chairman: Vice president in charge of farm mortgage department— 
Equitable Life Assurance Soc iety. 
Andrew F. Schoeppel: Senator, State of Kansas, and Commission member. 
Philip F. Aylesworth: Special assistant to Assistant Secretary for Federal-State 
Relations, Department of Agriculture. 
Frederick Lawson Hovde: President of Purdue University, Lafayette, Ind., and 
» president of the Association of Land Grant Colleges. 
John A. Logan: President of the National Association of Food C hains, Wash- 
ington, D. C, 
Herschel D. Newsom: Master of the National Grange, Washington, D. C. 
W. C. Jacobsen: Acting director of agriculture, State of California. 
she B. Glass: President of the National Association of County Officials, Marlin, 
ex. 
aa 0) A. Rowan: Chairman of the board of R. A. Rowan & Co., Los Angeles, 
alif. 
Edward J. Condon: Assistant to the president of Sears, Roebuck Foundation, 
Chicago, II. 


STUDY COMMITTEE ON FEDERAL AID TO PUBLIC HEALTH 


Franklin D. Murphy, Chairman: Chancellor, University of Kansas, Lawrence, Kans, 

Theodore Klumpp: President, Winthrop Stearns, Inc., and member, Hoover 
Commission Medical Task Foree, New York, N. Y. 

Edward J. McCormick: President, American Medical Association, Toledo, Ohio 

H. Ladd Plumley: President, State Mutual Life Insurance Co., and member of 
health committee, United States Chamber of Commerce 

Herman E. Hilleboe, Acting Commissioner of Health: On loan to New York State 
from United States Public Health Service 

Arthur J. Will, chief administrative officer, Los Angeles County: 25 years’ experi- 
ence as administrator at county and city levels. Experienced in health, wel- 
fare, and hospital administration 

Michael J. Walsh: Director of international vitamin business, and board member, 
American Nutrition Society 

Dr. Daniel Blain: Medical director, American Psychiatrie Association 

William A. Book: Executive vice president, Indianapolis Chamber of Commerce, 
and very active in community health and hospital programs 

Albert W. Snoke: Director, Yale University Hospital, and specialist in hospital 
construction and administration 

Mrs. John N. Failing: Active in local and community health programs 

Angier L. Goodwin: Member of Congress, Massachusetts, and Commission 
member 

Frederick F. Umbay (invitation to become member extended. Acceptance not 
vet. received): Secretary-treasurer of International Ladies’ Garment Workers 
Union (A. F. of L.), active in public health work, and has worked with Governor 
Dewey on public-health projects 


STUDY COMMITTEE ON CONSERVATION AND NATURAL RESOURCES 


William S. Rosecrans, chairman: Chairman of the California Board of Forestry 
and past president of the American Forestry Association. 

Harry Ruhl: Chief of the game division, Michigan Department of Conservation, 
Lansing, Mich. 

Louis Bromfield: Widely known author and columnist, and owner of Malabar 
Farms, Mansfield, Ohio. 

Charles C. Colby: Professor of geography at Southern Illinois University and 
former chairman of the Department of Geography, University of Chicago. 
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Edward Woozley: Director of the Bureau of Land Management, Department of 
the Interior. 

C. I. Weaver: Chairman of the board of the Ohio Fuel Gas Co., and president of 
the Ohio Chamber of Commerce. 

Bernard L. Orell: Vice president of the Weyerhaeuser Sales Co., St. Paul, Minn 

Charles H. Sage: Vice president of the Kimberley-Clark Corp., Neenah, Wis. 

Samuel T. Dana: Department of forestry, School of Natural Resources, 

University of Michigan. 

Bert L. Smith: Secretary of the water economics committee, Irrigation District 

Association of California, San Francisco, Calif. 

Guy C. Jackson, Jr.: Director of the National Reclamation Association, Anahuac, 

Tex. 

James I. Dolliver: Member of Congress, lowa, and Commission member; member 
of the House Committee on Interstate and Foreign Commerce. 

Mr. Yates. Does the size of the committees vary, or are they 
uniform? 

Mr. Kestnspaum. They vary. The theory is that we would like to 
get representation from the major interests involved. We want the 
technical people who know the field. We want enough people on 
there to have what we call the public interest, so that this is not 
overbalanced on any side. 

We try to get some geographic distribution, and we try to be sure 
that the major business, labor and professional fields are properly 
represented. We think this is important. 


SELECTION OF MEMBERS OF STUDY COMMITTEES 


Mr. Yares. The charge has been made in other fields, in the 
appointment of other committees, that they were loaded to achieve 
a certain result. Perhaps it would be well, Mr. Kestnbaum, if you 
described for the record the impartiality of your approach and how you 
happened to pick the people you did for the various committees. 

Mr. Kestnpavum. [| think perhaps a very good case in point is the 
case of the unemployment compensation group which was organized 
and which was given a high priority, being organized very early in 
the history of the Commission. 

The members named were predominantly representatives of large 
companies, since they had skilled people, people in their departments, 
who dealt with unemployment compensation. One labor representa- 
tive was named. He was a man who was the chief of the A. F. of L. 
group in Wisconsin. 

However, when he came to look at the composition of the committee, 
the labor man resigned from the committee, feeling that this was 
pretty much stacked in favor of big business. .As a result, the com- 
mittee, after one meeting, did nothing. Nothing happened. It 
collapsed. 

I am now seeking to reconstitute the committee. I am proposing 
to name as chairman, if we can find a person of sufficient standing and 
good acceptability, a person identified with one of the universities 
who has specialized in this field. We think this will give us a little 
better assurance of an objective point of view. 

We have now named a CIO representative, and have asked the 
A. F. of L. representative to come back on the committee, which he 
has agreed to do, so that we will have two labor representatives. We 
are going to try to redress the balance of this so that this will be a 
committee which will not be loaded to produce one kind of report. 
I think this is highly important to everyone. 
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Mr. Yarrs. You have done this with respect to each of the study 
committees which has been organized? 

Mr. Kestnspaum. We have tried that for every one of these com- 
mittees. Our theory is that first we want every proper point of view 
represented. We do not want to ignore the professionals in the field 
of welfare, for example, because they know the business. But we 
also want enough public people on the committee, because we do not 
want to get a domination by the professional people, which we could 
easily do. On the whole the professional people tend to be regular in 
attendance, and the effect is that they tend to dominate, if we do not 
get this balance worked out. 

Mr. Jonas. You mean you are asking this man who resigned on 
protest to come back on the committee. 

Mr. Krsrnspaum. The labor man who resigned really resigned on 
instructions from Mr. Meany of the A. F. of L. 

Mr. Jonas. Are you going to let him run the committee? 

Mr. Kesrnpaum. Certainly not. 

Mr. Jonas. It is strange that you invite a man back who resigns in 
protest. 

Mr. Kestnsaum. His protest did not seem entirely unreasonable. 
It is true that there was not a single public person on the committee 
who might have what you might call a public point of view. It was 
not unreasonable. 

Mr. Yares. In other words, you thought there was not a sufficient 
cross section of those interested? 

Mr. Kestnpaum. It was not a sufficiently balanced committee. 
He had his point. I think his willingness to come back is evidence 
of the fact that with a little different composition on the committee 
they ere willing to work on it. There are only 2 labor members out 
of a total of 10 people. 

Mr. Jonas. You misunderstand me. I do not object to having a 
labor man on the committee, but I think you would be able to find a 
more suitable man in the great ranks of labor than this individual who 
resigned under instructions of his boss. 

Mr. Kesrnpaum. Well, he is not in as good a position now as he 
was before. 

Mr. Yates. He could have criticized the committee as_ being 
stacked before. Now it is a little more difficult. 

Mr. Kestnsaum. He had a fair criticism before. This was rather 
confirmed by other people who had seen the composition of this 
committee. 

Mr. Jonas. Did he make any statements about it before resigning? 

Mr. Kestnsaum. No, sir; not that I am aware of. 

Mr. Jonas. I mean, did he discuss the composition of the committee 
with the Chairman, or did he just resign and announce that he would 
not serve? 

Mr. Kestnsaum. I must confess that this happened several months 
ago, before I became Chiirman. I must confess I do not know the 
intimate details of that. I am not able to answer that question. Do 
you know, Mr. Benson? 

Mr. Benson. I do not know, either. 

Mr. Yates. Has the dissatisfaction of any of the members who 
felt the resignation of Mr. Manion been settled by this time, and do 
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you have a united committee rather than one which is divided in any 
respect as a result of his resignation? 

Mr. Kestysaum. When Mr. Manion resigned there were one or 
two others who expressed some dissatisfaction. For example, 
Congressman Mason, I believe. 

Mr. Benson. Congressman Mason did resign. 

Mr. Kestnpaum. He resigned at the time. One member of the 
staff submitted his resignation, or at least indicated he would. 

I believe I can say this with confidence: That the Commission is 
now united and is supporting the program. We had a 2-day meeting 
in Atlantic City, at our last meeting. I decided we had better try 
to get out of Washington, because the congressional and senatorial 
members are so busy that they find it difficult to come to meetings. 
We took them to Atlantic City for 2 days, and I doubt that they 
saw the boardwalk. They worked from 10 o’clock Saturday morning 
until 11:30 Saturday night, with 2 breaks for lunch and dinner; and 
again Sunday morning from 10 until 1:30, without a break. They all 
expressed themselves as feeling we were back on the track and as 
being very much interested. 

I would say that now we are in a position to get the job done. 

Mr. Yares. Speaking for myself, Mr. Chairman, I consider this 
Commission to be a very important one, and the subject matter to 
be extremely important. 

I want to state also that Mr. Kestnbaum is one of our city’s most 
distinguished citizens and has served the public well over many years. 
I have a great deal of confidence that under his leadership a good 
job will be done in this Commission. 

Mr. Puiuurres. Mr. Kestnbaum, how much of your time do you 
expect to spend on this in the 9 months? 

Mr. Kestnsaum. Well, sir, when the President asked me to take 
this job I said that I could not leave my business, and I hoped that I 
could do this job in about one-third of my time. He seemed to think 
it could be done. ; 

It cannot be done in one-third of my time, so I am afraid I will be 
spending more on it. My weekends are pretty solidly assigned to this 
Commission: this week end and the last one and the coming one. 

Mr. Benson. And the one after that. 

Mr. Kestnsaum. And the one after that. I will have to be here 
2 days a week on the average during the week, and sometimes a little 
more. It is considerably more than I bargained for in the first place, 
but I feel we must get the job done, and we are going to have to do it. 
It is taking a little more time than the men associated with me realized 
when they authorized me to do it. 

Mr. Yares. Off the record. 

(Discussion off the record.) 

Mr. Parvuires. Thank you very much, Mr. Kestnbaum. 
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WEDNESDAY, JuLY 7, 1954. 


GENERAL SERVICES ADMINISTRATION 


WITNESSES 


MAX MEDLEY, COMPTROLLER 

J. H. MACOMBER, JR., ASSOCIATE GENERAL COUNSEL 

J. B. HANSON, CHIEF, MOTOR EQUIPMENT & SHOPS 

P. C. JUMONVILLE, CHIEF, BUDGET BRANCH, FEDERAL SUPPLY 
SERVICE 


OperRATING Expenses, Feperat Suppiy Service 
ESTABLISHMENT OF INTERAGENCY MOTOR POOLS 


Mr. Puitures. The committee will come to order. We have with 
us this afternoon the representatives of the General Services Admin- 
istration. This has to do with the President’s request in House 
Document 459 under date of June 30, in which the request is made 
for $60,000 for operating expenses in the Federal Supply Service. 
This is to implement the bill which we know as the Jonas bill to create 
and maintain motor vehicle pools. We will insert the document at 
this point in the record. 


FeDERAL SupPLY SERVICE 
OPERATING EXP™NSES, SUPPLY SERVICE 


“For an a'Citional amount, fiscal year 1955, for ‘Operating expenses, Feera] 
Supply Service’, $60,000; and the limitation under this head in the Independent 
Offices Appropriation Act, 1955, on the amount available for travel expenses is hereby 
increased from ‘$40,600’ to ‘$46,600’: Provided, That this paragraph shall take 
effect only upon the enactment into law of S. 3155 or H. R. 8758, Eighty-third Con- 

ress.”’ 

Une er legislation recently passe? by the House an’ now pending in the Senate 
the General Services A’ ministration will be authorize | to set up interagency motor 
pools wherever practicable. This proposed supplemental appropriation is neces- 
sary to make the overall studies and to Cirect the establishment of these pools. 
Ordinary operating and supervisory costs will be pai’ for by the agencies using 
these pools. 

This proposed supplemental appropriation was not incluce’ in the budget 
because the law authorizing the establishment of these pools was still under c is- 
cussion. 


JUSTIFICATION MATERIAL 


I think we are fairly familiar with the intent of the bill. Pages 1 
to 4, inclusive, of the justifications will be put in the record. 
(The pages referred to are as follows:) 


GENERAL STATEMENT 


H. R. 8753, 83d Congress (passed by the House June 17, 1954) further amends 
the Federal Property and Administrative Services Act of 1949, as amended, to 
authorize the Administrator to establish and operate motor vehicle pools and sys- 
tems, and for other purposes. S. 3155, introduced in the Senate, has similar ob- 
jectives, 

Objectives of the bill with respect to motor vehicles are to provide an economical 
and efficient system for transportation of Government personnel and property by 
(1) pro: iding for proper identification of Government motor vehicles; (2) establish- 
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ing effective means of limiting their use to official purposes; (3) reducing the num- 
ber of Co ernment-owned vehicles to the minimum necessary for transaction of 
publie business; (4) providing wherever practicable for centrally operated inter- 
agency pools or systems for local transportation of Government personnel and 
property; and (5) establishing procedures to insure safe operation of motor vehicles 
on Government business. 

This estimate covers initial planning and development of specific projects, in- 
eluding work with other agencies and negotiations with commercial motor trans- 
portation facilities. Costs incident to the actual establishment and operation of 
any such pools or systems will be financed from the general supply fund and reeov- 
ered by payments from agencies obtaining services from such pools. 

Possible passage of authorizing legislation during this session but after the last 
supplemental appropriation bill is reported, requires consideration of the estimate 
at this time. The appropriation language makes the use of funds contingent 
upon passage of the authorizing legislation. 


HIGHLIGHT OF THE ESTIMATE 


Substantially increased reponsibilities placed on GSA in the motor equipment 
field by H. R. 8753 (or 8. 3155) requires negotiations at top operational levels in 
the affected agencies and development and justification of the soundness and 
economy of pools or systems which are subject to independent review as directed 
by the President. Provisions are made in this estimate for adding a small number 
of motor transport specialists, with stenographie support, to plan and develop 
projects in selected areas of high vehicle density. 


JUSTIFICATION 


Initial objectives are the establishment of interagency motor pools at 15 greater 
metropolitan areas. Based on experience gained in the pooling of GSA vehicles 
and the limited interagency operation at Denver, it is estimated that the 15 pools 
will result in reducing the Government’s fleet by approximately 3,000 vehicles out 
of the 12,000 to 15,000 units now operated at those locations. 

It is planned to activate the foregoing program at the rate of 5 pools per year 
by the end of each of the next 3 years. Subject to determinations made after 
extensive field surveys, it is proposed by the end of 1955 to establish interagency 
operations at Washington, D. C., pio San Francisco, and New York, and to 
extend the limited motor pool at the Denver Federal center to include metro- 
politan Denver. Surveys for the second five pools, tentatively ee for Philadel- 
phia, Los Angeles, Kansas City, Atlanta, and Fort Worth-Dallas, are planned 
to start during the latter part of the year and continue into 1956. 

With respect to each selected location, the teams of motor transport specialists 
will: (1) survey vehicular requirements and utilization; (2) prepare a determina- 
tion as to the practicability of establishing a motor pool or motor transport 
system; (3) prepare an analytical justification and statement of anticipated 
savings; (4) develop plans of operation including continuing studies as to econo- 
mies or increased efficiencies obtainable through greater use of commercial 
services, either to supplement or replace Government vehicles; (5) establish inter- 
agency vehicle utilization programs in cooperation with the agencies involved; 
(6) participate in resolving agency requests for exemption from participation in 
proposed or existing motor pools; and (7) after installation, periodically review 
the operations from the viewpoint of efficiency and economy. 


SAVINGS 


Pooling is expected to increase the utilization of motor vehicles and to reduce 
the annual costs for storage and maintenance, After providing for increased 
operating costs of retained vehicles, proportionate to increased annual mileage, 
there will still be an average savings of $500 per year for each unit eliminated. 
During the first 3 years it is expected to eliminate 3,000 vehicles. At $500 each, 
this will produce an annual saving of $1,500,000. ; 

Other savings not susceptible to precise measurement will be obtained from 
reductions in duplications of maintenance, service, and management facilities 
and personnel by the agencies concerned, Also, there will be elimination of 
duplicating shuttle or bus operations; duplicating use of trucks for mail and 
small parcel hauling; individual inventory and budget records; and other inci- 
dental administrative costs. 


( 
( 
( 
( 
] 


1005 


EXPLANATION OF OTHER OBJECTS 


Travel, $6,000.—Sixty days travel between central office and area of assignment 
at $20 per day each for 5 specialists for consultation, review of programs, ete. 

Other contractual services, $1,000.—Rental costs for hire of motor vehicles from 
pools for inspection and evaluation of operations. 

Other objects, $2,500.—N ormal requirement for communication services, supplies, 
and equipment for new positions. 


Presently Revised 
available | estimate ilerence 


AMOUNTS AVAILABLE FOR OBLIGATION 
Appropriation or estimate. $2, 600,000 | $2, 660, 000 
Reimbursements from other accounts_____.-_..-...-_-.-._____| 4, 800 | 4, 800 | 

Total obligations ...----.-| 2,604,800 2, 664, 800 +60, 000 


OBLIGATIONS BY ACTIVITIES 
Direct Obligations 


3. Personal property utilization and disposal _- . $578, 900 $638, 900 +$60, 000 
All other activities- 2,021, 100 2,021, 100 | 


Total direct obligations... 2,600,000 | 2,660,000 | +60, 000 
Obligations Payable Out of Reimbursements From Other } 
Accounts | 
All other activities.............-..-. 
Total obligations ___- 
OBLIGATIONS BY OBJECTS 
Summary of Personal Services 


Total number of permanent positions __- 
Average number of all employees - - 


Personal services obligations: | 
Permanent positions A sca $2, 178, 750 $2, 229, 003 | +$50, 253 
Regular pay in excess of 52-week base - &, 650 8, 807 +247 
Total personal service obligations -____- a 2, 187, 400 


2, 237, 900 +50, 500 


Direct Obligations 

Ol Personal services.............--- 2, 183, 900 2, 234, 400 +50, 500 
Travel 40, 600 46, 600 +45, 000 

Transportation of things- 1, 100 1, 100 
Communication services baw 115, 250 115, 750 +500 
Rents and utility services 6, 000 6, 000 

Printing and reproduction... 210, 900 210, 900 
Other contractual services... - - 12, 300 13, 300 | +1, 000 
Services performed by other 4, 800 
Supplies and materials. | 19, 700 20, 200 +500 
Equipment 2, 700 4, 200 +1, 500 
Taxes and assessments 2, 750 2, 750 
Total direct obligations._..._..______. | 2, 600, 000 2, 660, 000 | +60, 000 


Obligations payable out of reimbursements from other accounts 


Personal services... 

Travel_. Hye lege 

Transportation of things. 

Communication services 

Rents and utility services____ 

Printing and reproduction aA 

Other contractual services 


Total obligations payable out of reimbursements from 
other accounts 4, 800 


2,604,800 | 2, 664, 800 | 


| 
404 | 412 | +8 
| | 
ol 3, 500 3, 500 NES 
02 150 | 150 ad 
03 150 150 
300 | 300 
05 225 | 225 |... 
06 20 20 ape 
07 240 240 
08 185 | 
15 30 30 | 


Num-| Total |Num-| Total Total 
ber | salary ber | salary ber | salary 


DETAIL OF PERSONAL SERVICES 


Departmental: 
General schedule grades (supplemental positions) : 
GS-14. Range $9,600 to $10,600: Motor trans- 


} 5 | $48,000 | +5 | +$48, 000 
GS-4. Range $3,175 to $3,655. ....._..._._.__-- eee ee 5 15, 875 +5 +15, 875 
Total permanent, departmental__.__...._...|......|--.----- 10 63,875 | +10 | +63,875 


Net permanent, departmental (average num- 
ber, net salary of supplemental positions) 8 50,253 | +8 | +50, 253 
Regular pay in excess of 52-week base (supple- 


All other personal services, departmental _ /140. 5 75,750 140.5 | 875,750 | 
All personal services, departmental... 140.5 | 875,750 (148.5 926,250 | +8 | +50, 500 
All personal services, |263. 8 |1, 311, 650 |263. 8 311, 650 


Mr. Puiuurrs. Have you a statement you want to make, Mr. 
Medley? 

Mr. Meptey. Just this, Mr. Chairman. As you know, the Adm in- 
istrator is out of the city on a field trip. Before he left he told me, that 
if this item was heard while he was out of town, to convey to the 
committee his appreciation for the support which the committee gave 
this legislation at the time of its consideration by the Governr ent 
Operations Committee as well as on the floor of the House. The 
Administrator is optimistic about our ability to effect savings under 
the legislation and is very appreciative of the support your committee 
has given the legislation. 

SAVINGS 


Mr. Putuuips. You might put in the record an estimate of what the 
Government expects to save after this motor pool is put into effect. 

Mr. Mepuey. Mr. Hanson, as you know, is the expert on this 
general subject, and he will supply that information. 

Mr. Hanson. It is conservatively estimated that when all motor 
pools are established and in operation measurable savings of $5 
million a year will be realized. Fringe benefits will definitely produce 
additional savings. 

Mr. Puiuiures. And you will settle for about 1 percent adminis- 
tration cost? 

Mr. Mepuey. This particular estimate, of course, is to do the 
planning and research work and get the program started. Our 
justification sets out the cities in which we expect to get started. 
As the committee knows, Mr. Hanson’s current staff, both in Wash- 
ington and in the field, is composed of only 5 people, including steno- 
graphic assistance, at an annual cost of $32,200. The estimate pro- 
poses supplementing his staff and putting men in the field to work 
with the agencies. : 

‘ STAFFING FOR 1955 


Mr. Puiiures. How many additional people? 

Mr. Hanson. Five technicians and the necessary clerical support. 
Under this bill, Mr. Chairman, it will be necessary to make a thorough 
survey of the operations and requirements, utilization, economy, and 
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efficiency and management of Federal motor vehicles in each area 
which we think a pool could be established. 

Mr. Puruurps. On the green sheets, page 3, you show an additional 
number of permanent positions of 10 or an average of 8. How do you 
make it five? 

Mr. Hanson. Five technicians and five clerks. 

Mr. Puruures. What happens to this $5 million which you save, 
hopefully, and I think there will be a very real saving there myself? 
What I am trying to find out is, is there any control, or have you 
established any control over the savings which will be made in other 
departments of Government by this pool, or have we in effect given 
the other agencies $5 million more money than they anticipated they 
would have at the beginning of the vear? 

Mr. Hanson. One of the responsibilities of the staff we are asking 
for is to estimate the savings and then see that we accrue the savings. 
Savings data will be turned over to the Bureau of the Budget for use 
in establishing budgetary levels for the appropriations. 

Mr. Putuuips. I think that is a good idea, and I think the com- 
mittee would like to be advised if that is taking place. 

Mr. Hanson. Yes, sir. 

Mr. Puriures. Your average position runs about $5,000 a year. 

Mr. Mep.tey. That is correct. You will note that the technicians 
which Mr. Hanson proposes to hire are at grade 14. We feel, frankly, 
that to get some big-leaguers, some highly qualified people who know 
this job, is the first prerequisite to putting this program over. Mr. 
Hanson can comment on this at greater length. 

Mr. Puiuups. Mr. Jonas, this is your bill so 1 think we had better 
turn the questioning over to you. 

Mr. Jonas. Thank you, Mr. Chairman. I do not have many 
questions but I will ask one or two. 


ANALYTICAL STUDY REQUIRED 


The bill, if the Senate passes it and it is approved, requires a study, 
does it not? 

Mr. Hanson. Yes, sir. 

Mr. Jonas. Before you can put a motor pool into operation you 
have to make an analytical study to see if it is justified from the 
standpoint of saving money? 

Mr. Hanson. We will have to make a complete study of vehicular 
requirements and utilization; what can be done by using commercial 
facilities; make a determination of whether a pool should be estab- 
lished; and document the savings expected to be effected. That has 
to be made available to the Bureau of the Budget and the agency 
concerned before we can establish a pool. 

Mr. Jonas. As I understand it, you want the additional personnel 
to go in the field in the areas of density of population to see what can 
be done? 

Mr. Hanson. Yes, sir. We will start this year in San Francisco, 
Chicago, Atlanta, New York, and Washington, D. C., and complete 
the Denver job. These men will go out in the field and make the 
surveys. 

Assuming that we make a determination and set up a motor pool, 
we will have to establish the policy for operation, prescribe the condi- 
46868—54—pt. 264 
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tions for use of commercial vehicles, and so on. Then we will have to 
analyze the operation periodically to make certain that the pool is a 
successful operation. We can convey that information to you each 
year, 

Mr. Jonas. Could you not start off in a little more modest way and 
spend your first time and effort here in Washington, D. C., without 
putting on any additional people? 

Mr. Hanson. If we cut below the requested level it would delay 
immeasurably the possibility of accomplishing the savings which we 
have spoken about. It is a good program and we feel that starting 
out with five would be a minimum starting point. 

Mr. Jonas. You first talked about 15? 

Mr. Hanson. That is right, 

Mr. Jonas. I mean cities. 

Mr. Hanson. We are taking them in segments of five. With five 
men we think we can do a good job and show you some real savings by 
next year. 

Mr. Meptey. I would like to supplement that by saying our esti- 
mate does not envision the full $5 million savings the first vear. With 
this staff, we hope to save $1.5 million per year at the end of the first 
3 years. 

Mr. Jonas. It will be simple to determine where the savings are 
accomplished, because the principal saving will come about in the 
elimination of automobiles? 

Mr. Hanson. That will be one of our main measuring sticks. 
However, we will have other fringe areas that I think you will want to 
know about and we will want to know about, such as elimination of 
duplicating supervising personnel; eliminatiop of buses and shuttle 
services, and perhaps a considerable reduction in maintenance cost. 


METHOD OF OPERATING THE PROGRAM 


Mr. Tuomas. I think it would be helpful if you explained how you 
propose to operate, what authority vou have, and so forth. 

Mr. Jonas. Suppose you just explain it in your own words, how 
you expect to begin and carry through your operations in these 5 
cities, 

Mr. Tuomas. Within the limitations of the act you are functioning 
under. 

Mr. Hanson. The bill provides that within 90 days after its passage 
there shall be issued a Presidential directive setting up the ground 
rules for establishing motor pools, defining the vehicles or agencies 
that are to be exempt, and providing for a review of the determina- 
tions that are made. The bill provides that General Services Ad- 
ministration will make the determination of areas of high density. 

Mr. Tuomas. Who will decide which agencies will be exempt? 

Mr. Hanson. The President will decide that. We will make the 
determinations and the President’s directive will set up the procedure 
for handling agency appeals. 

Mr. Jonas. I might say, Mr. Thomas, that that provision was 
inserted in the bill following hearings before the House Committee 
on Government Operations, in which some members of the committee 
expressed a desire to have some control over this, some veto power 
in the hands of the President or some authority higher than General 
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Services to referee disputes or to make decisions in the event X agency 
wanted an exemption and General Services Administration found 
from its study and investigation that the pool should include X 
agency but X agency did not want to come in. 

Mr. Tuomas. If there are 15 agencies and they have 500 motor 
cars, those motor cars are put in a pool and a revolving fund will be 
established and the agencies will pay for the services rendered to them? 

Mr. Mepuey. The method of operation which you have outlined 
is correct. They would pay for service in lieu of operating cars 
themselves. 

Mr. Hanson. It would be the actual cost of the services. 


PILOT EXPERIENCE IN DENVER 


Mr. Jonas. You might review for the record exactly what you did 
in Denver. 

Mr. Putuures. I think one of the questions in the minds of Members 
of Congress will be, Have we eliminated all private automobiles 
assigned to individuals and standing around waiting for use, and have 
we provided quick service for all on short notice? 

Mr. Hanson. We will eliminate the type of assignments you are 
speaking of so far as the Presidential directive will give us that 
authority. 

In Denver we brought together all vehicles that were operated out 
of the Denver Federal Center into a pool and we made them available 
to the agencies to fill their service requirement on a use-rental basis. 
In other words, they paid the cost of the operation, and by that means 
we were able to reduce the vehicle population in that area by over 20 
percent in the first few months. 

Since I last testified here, I have been advised we were able to take 
30 more vehicles out, indicating we have attained a still higher degree 
of utilization. 

The agencies are billed monthly for the use of the vehicles. Where- 
ever we can economically do so we use commercial vehicles, such as 
buses and taxicabs. In Washington we have almost eliminated the 
use of passenger cars in downtown Washington because we have found 
it is cheaper to use taxicabs. 

Mr. Tuomas. Whom are you referring to as ‘“we’’? 

Mr. Hanson. GSA. 

Mr. Tuomas. You are not referring to other agencies? 

Mr. Hanson. We do not now have authority to bring them in the 
pool. 

Mr. Tuomas. How is your Denver operation supported? 

Mr. Hanson. By the revolving fund. Then we have one supervisor 
on appropriated funds. 

Mr. Meptey. To carry that a little further, under the Federal 
Property Act, any indirect expenses have to be paid out of appropri- 
ated funds. However, expenses classified in accordance with normal 
accounting practices as direct, such as drivers and mechanics, must 
be paid from the revolving fund and their cost is figured into the rate 
we charge the agencies for the services. 

Mr. Tuomas. You charge the agencies exactly what, it costs you? 

Mr. Mep.ey. Yes. 
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IMPROVED UTILIZATION OF VEHICLES 


Mr. Tuomas. The theory is you will do it cheaper than the Defense 
Department, for example? 

Mr. Hanson. Where you combine several units in any given area 
into one operation, utilize the waste time of several vehicles that are 
only used part time, and put the control of the various vehicles under 
one technical branch, you can both reduce the number of vehicles 
needed and get more solid control of the use of the vehicles. You can 
also utilize commercial vehicles where it is more economical to a greater 
extent then where the control is divided between a number of agencies. 
Savings are assured. 

Mr. Tuomas. Take Los Angeles or New York where there are a 
number of Government agencies. Are all those cars presently garaged 
by GSA or does each agency maintain its own? 

Mr. Hanson. Each agency maintains and has control over its 
vehicles. It uses the vehicles in accordance with its own agency 
regulations and quite often that is delegated to the local level. 

Mr. Tuomas. As I understand, you have 1 or 2 large garages where 
you permit the agencies to go in and buy a little gasoline and oil and 
store the cars? 

Mr. Hanson. That is right. 

Mr. Tuomas. Your enabling language under this legislation does. 
not give you more authority than you have? 

Mr. Hanson. Yes; it will. The language under this act will allow 
us to make the determination that a motor pool would be economical 
and feasible in an area, and establish it. It would then be the responsi- 
bility of an agency to prove it should not be included in the pool. 

Mr. Jumonvitie. The enabling language gives GSA authority 
to take over the automobiles. The other agencies lose control and 
the jurisdiction passes to GSA. From then on the agencies are buying 
motor service from GSA. 

Mr. Tuomas. I had that impression too. 

Mr. Mep ey. It is under section 2 (b), beginning on line 22, page 2. 

Mr. Tuomas (reading): 

Subject to regulations issued by the Presi’ent pursuant to subsection (¢), the 
A‘ ministrator shall in respect of executive agencies, and to the extent that he 
determines that so doing is a’ vantageous to the Government in terms of economy, 
efficiency, or service, after consultation with an? with due regard to the program 
activities of the agencies concerne?, (1) consolidate, take over, acquire, or arrange 
for the operation by any executive agency of, motor vehicles an! other related 
equipment an‘ supplies for the purpose of establishing motor-vehicle pools and 
systems to serve the nee's of executive agencies; and (2) provide for the estab- 
lishment, maintenance, an‘? operation— 
and so forth, then it goes on and sets up a pool or revolving fund. 

Are you going to pay out of that revolving fund to the agency the 
reasonable fair cash market value of the car you take? 

P Mr. Jumonvituie. Not if the car was acquired from appropriated 
unds. 

Mr. Tuomas. Where would any Government agency get an auto- 
mobile if not through appropriated funds? 

Mr. Mep.tey. Some are acquired through trust funds or by 
corporations. 

Mr. Pururps. Such as TVA? 

Mr. Meptey. Yes, or the Federal Deposit Insurance Corporation. 
If the automobiles were acquired through revolving funds where it is 
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incumbent on the agency to preserve the integrity of the fund, we 
would only pay the net book value. 
Mr. Hanson. We had an actual experience in Denver. 


REDUCTION OF VEHICLES IN DENVER 


Mr. Jonas. I wanted Mr. Hanson to translate the figures in 
Denver as to actual automobiles. 

Mr. Hanson. There were 655 vehicles in the Denver inventory a 
year ago. When [ testified 2 months ago we had reduced that 
number by 120. Since then we have been able to reduce it by 30 
more from the field service. For every vehicle we can reduce we 
can save the Government $500 per year per vehicle. 

Mr. Tuomas. How do you arrive at that figure? 

Mr. Hanson. The cost as reported nationwide by all the agencies 
for vehicles—and when I say vehicles I am talking of passenger cars 
and light trucks—is $800 per year. Five hundred dollars of that, or 5 
cents a mile, is operating and maintenance cost. We do not claim that 
when we take a vehicle out of service as a result of pooling we just 
eliminate those 10,000 miles of the year before. We can eliminate 
some mileage and some will pass on to other cars. We have found we 
can eliminate 4,000 miles of the 10,000, and pass 6,000 miles to other 
cars. Six thousand miles at 5 cents a mile amounts to $300 of in- 
creased utilization. The difference between normal cost of $800 and 
the $300 cost mentioned above, or $500, is what we claim as net 
savings. 

Mr. Tuomas. How many vehicles will you eliminate? 

Mr. Hanson. We estimate between 20 and 25 percent. 

Mr. Tuomas. By eliminating you mean you send them to the field? 

Mr. Hanson. No; we mean getting them out of Government 
service. 

Mr. Tuomas. If you get them out of Government service it is more 
than $500 a year. 

Mr. Hanson. It costs $800 a year to maintain them and we figure 
$300 is passed on as extra mileage to the other car, leaving $500 that 
we would save. 

Mr. Jonas. What is your best estimate of what your operation in 
Denver will save at the end of a year’s time? 

Mr. Hanson. At the end of this year? 

Mr. Jonas. Yes. 

Mr. Hanson. I am reluctant to go on the record with a figure at this 
time, but it looks like we will save well over $200,000 this year. Our 
last figures showed a saving of $140,000 a year. I think we will be 
able to show well over $200,000. 

Mr. Jonas. Will you need any money for any of the other aspects? 

Mr. Hanson. I do not think so. 
yr. Meptey. I think you are speaking of the furniture control? 
If so; no. 

Mr. Jonas. Yes; and the reporting of violations. That will not 
involve any additional personnel? 

Mr. Hanson. The reporting of violations will be taken care of by 
the requested staff. 

Mr. Tuomas. What is your administrative expense in the Denver 
operation? 
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Mr. Hanson. We are paying for 1 man out of appropriated funds 
and we have 2 clerical assistants. 

Mr. THomas. How many employees do you have operating the 
Denver shop and office? 

Mr. Hanson. The last figure I had on that I believe was 29 in the 
pool and typewiter shop. 

Mr. Tuomas. The total employment is 29 people? 

Mr. Hanson. Yes, sir. 

Mr. THomas. Who are paid out of nonappropriated money out of 
the pool? 

Mr. Hanson. Yes. 

Mr. Tuomas. And your figure of $200,000 saving includes their 
salaries? 

Mr. Hanson. That is after all expenses have been paid. 

Mr. Jonas. You have given us the number of automobiles reduced 
in Denver, 120. Have there been any manpower savings, for chauf- 
feurs, and so forth? 

Mr. Hanson. It has been very hard to actually pin down manpower 
savings. As best we know, 11 of the people we now have in the pool 
are doing the same work formerly done by 22 people before the pooling 
of operations. I expect to find out what happened to the other 11 
people, and if the agencies have actually removed them. 1 know of 
5 people that were definitely removed; they were mechanics and 
drivers, and apparently there were 6 others. 


COMMERCIAL POOL OPERATIONS 


Mr. Jonas. Did you check commercial pool operations? 

Mr. Hanson. Yes. 

Mr. Jonas. What is the experience of privately operated fleets in 
pooling operations? 

Mr. Hanson. You mean as to savings? 

Mr. Jonas. Yes. ‘ 

Mr. Hanson. In most cases the management has realized very 
definite savings. I can think of one large motor vehicle manufacturer 
who, up until they moved to a new office, had supplied a car for every- 
body who was anybody. When they moved to a new office a year 
ago they pooled their automobiles and unless you are the president or 
vice president you do not have a private automobile. While I cannot. 

et accurate figures from them, they estimate they have reduced their 
fleet by more than 20 percent as a result of pooling and have effected 
other savings along with that. There have been savings of 20 percent. 
or greater where the vehicles were pooled. 

Mr. Jonas. We are the biggest fleet operators in the world, are we 
not? 

Mr. Hanson. Yes. 

Mr. Jonas. What is the number of commercial-type vehicles owned 
by the Government? 

Mr. Hanson. The last report was 260,000 in the United States, 
Territories, and possessions. 

Mr. Jonas. Excluding combat vehicles? 

Mr. Hanson. Yes. That is commercial-type vehicles. 
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MAINTENANCE COSTS 


Mr. Jonas. Do you have the figures—I have seen them, but you 
may not have them at hand—as to what it costs over the course of a 
year to maintain that fleet of vehicles? 

Mr. Hanson. It is $186 million, I believe. 

Mr. Jonas. For just the maintenance cost? That includes depre- 
ciation, I take it. 

Mr. Hanson. We have the figure here. 

Mr. Jonas. Read that figure. You can correct it if it is wrong. 

Mr. Hanson. $186 million is the total, sir. I can give the corrected 
figure. 

GOVERNMENT PRICE FOR VEHICLES 


Mr. Yares. How much does the Government pay for a car? Does 
it pay the list price? 

Mr. Hanson. No. The Government gets approximately, on the 
average, a 28-percent discount off list. At the present time we are 
getting over 30 percent. We are paying today for the standard light 
class Ford or Chevrolet an average of $1,200 at the factory. That is 
equipped with a heater and defroster. 

Mr. Yarsrs. How does this compare to what a private citizen can 
purchase that car for today? 

Mr. Hanson. The private citizen is going to pay approximately 
30 percent more, or around $1,600, at the factory. 

Mr. Yarns. For the same car? 

Mr. Hanson. For the same car. 

Mr. Yares. Well, that is the list price at the factory. What if he 
went out and bought that car at a dealer’s place? With the deals 
that are being made today I wonder whether the Government is 
saving anything. 

Mr. Hanson. Yes, sir; the Government is still saving 30 percent 
over the deals that are being made today. The prices and the deals 
that are quoted to you today are packed prices. The price Joe 
Doakes can charge for a Ford, Chevrolet or Plymouth is not controlled 
by the manufacturer. 

Mr. Yates. You buy the cheapest Fort or Chevrolet, though, do 
you not? 

Mr. Hanson. We buy the lightest one. 

Mr. Yarers. You say “the lightest one.”’ Is that the same as the 
cheapest one? 

Mr. Hanson. Yes, sir. 

Mr. Yates. You do not have heaters and radios on them? 

Mr. Hanson. They have heaters and defrosters. 

Mr. Yares. Heaters and defrosters, which are now considered 
extra? 

Mr. Hanson. You pay extra for them, sir. There are dual wind- 
shield wipers and dual sun visors and ashtrays and turn signals. 

Mr. Yares. But those are on all cars. 

Mr. Hanson. But you pay extra for them. They are on the 
extra price. 
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GOVERNMENT VEHICLE LIFE 


Mr. Yarrs. How long does the Government keep a car? 

Mr. Hanson. At the present time we are keeping the average car 
until it is nearly 7 years old. It is well beyond the 6-year mark. 

Mr. Yaress. Is 6 years supposed to be the limit for the use of a car? 

Mr. Hanson. Six years was determined a few years back as being 
the place where they should be replaced. It was not determined as 
being the economical place; it was determined as being the place, 
everything considered, it was best to replace it. That was considering 
the short materials and short supply after the war and so on. 

Mr. Tuomas. Six years or so many thousand miles. 

Mr. Hanson. Six years or 60,000 miles. 

Mr. Yates. 60,000 miles. 

Mr. Hanson. A study of the motor vehicle market today and the 
policies of industry would indicate that the Government could save 
a lot more money if they would replace those cars just before they 
reach their third birthday, or before they reach 50,000 miles, whichever 
came first. 

Mr. Yares. Why should that save money? 


MAINTENANCE COSTS 


Mr. Hanson. In the first place, if you trade them off at that time you 
would have very little maintenance cost. We are spending a lot of 
money today on the repairs of vehicles we are carrying beyond 3 
vears. It is something on an average of $200 a year. If we traded 
them off at that point we would reduce that somewhere below $100. 
We should go down to $75. 

Mr. Yares. Is this the equivalent of saying that if you traded 
them off on a 3-year basis the $186 million maintenance charge would 
be cut in half? 

Mr. Hanson. That is fairly close to it. I would not say it is the 
equivalent, but it is fairly close to it. 

Mr. Yarss. Presumably, on the basis of what you have stated, 
the major part of your maintenance occurs during the last 3 years of 
keeping the car. If you keep a car for 3 years it should cost just 
about half or less than half, should it not? 

Mr. Hanson. It would be a little less than half, as a matter of fact. 

Mr. Yates. It would be a little less than balf of the $186 million? 

Mr. Hanson. No. The $186 million includes operation and depre- 
ciation. I will have to give you the exact figures for the record. 

Mr. Yates. I know what you mean by depreciation, but what do 
you mean by operation? 

j Mr. Hanson. Operation is the cost of fuels and lubricants, and so 
orth. 

Mr. Yates. Then the maintenance figure was not in itself a mainte- 
nance figure as we understand it; it was a going expense of the car as 
well? 

Mr. Hanson. That is right. You have maintenance and operation 
to make up your variables, and then you have your fixed costs. 
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Mr. Yares. In other words, the $186 million is what it costs to 
operate your fleet of cars? 

Mr. Hanson. That is the total cost. 

Mr. Yates. The 260,000 cars in the Government’s fleet. 

Mr. Hanson. The $186 million is the figure it takes to operate 
those 260,000 vehicles. Some 65,000 vehicles are special-purpose 
vehicles, or they are extra heavyweight vehicles. The remaining 
195,000 vehicles takes in the passenger cars, station wagons, light 
trucks, suburbans and middleweight trucks. 


OPERATING COSTS 


Mr. Yates. What portion of the $186 million is fuel and what 
portion is maintenance cost? 

Mr. Hanson. For the 195,000 vehicles, the maintenance cost is 
$39 million a year, and the operations cost is $52.6 million. If we 
replaced those earlier we would reduce the maintenance cost to $15.6 
million. 

Mr. Yates. $39 million for maintenance? 

Mr. Hanson. Yes, sir. 

Mr. Yates. And $52.6 million for operation. 

Mr. Hanson. Yes, sir. 

Mr. Yares. That is fuel, is it not? 

Mr. Hanson. That is fuel, lubricants, grease jobs, and so on. 

Mr. Yates. What is the rest of it? What does the balance of 
$186 million consist of? 

Mr. Hanson. The balance of it is made up of depreciation and 
storage and other handling costs. 


STORAGE COSTS OF VEHICLE FLEET 


Mr. Yares. Do you store these cars in private garages? Do you 
pay for storage of these cars? 
r. Hanson. Yes. The Government pays a lot for storage in 
cities and other places where there are no Government garages. We 
pay very dearly in places. 


ANNUAL COST OF OPERATING GOVERNMENT VEHICLE FLEET 


Mr. Yarss. Is there a chance to get a breakdown of the items 
making up the $186 million? 

Mr. Hanson. I would like to give you a breakdown of the whole 
thing for the record. 

r. Yates. Good 

Mr. Hanson. I am trying to quote some figures from memory, 
and it is a little hard. 

Mr. Yates. Good. I would like to have a complete breakdown. 

(The information is as follows:) 

As of June 30, 1953, the agencies and departments of the Federal Government 
reported the ownership and operation, in the United States, its Territories, and 
possessions, of a fleet of 260,794 commercial-ty pe motor vehicles, excluding those 
vehicles used for tactical or troop training purposes. The total annual cost to the 
Government of operating and maintaining this fleet, including depreciation, is 
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approximately $186 million. It is assumed that because of size or special equip- 
ment only about 75 percent or 195,000 of these vehicles could be brought under a 
fleet plan proposed by GSA but not incorporated in the Jonas bill. 

The annual depreciation cost for this 195,000-vehicle fleet, calculated on pur- 
chasing replacements in accordance with the existing replacement policies (which 
generally results in continuing vehicles in service until more than 6 years old, 
and far beyond the point of economical repair), is approximately $43.9 million. 
By replacing vehicles just prior to their third birthday or 50,000 miles, whichever 
comes first, depreciation could be reduced to $29.3 million—an annual saving of 
$14.6 million. 

Ageney reports indicate that by June 30, 1954, 30 percent of the Federal fleet 
will be 6, or more, years old. Approximately 7,000 vehicles are now 9, or more, 
years old. Both commercial and Government experience has shown that mainte- 
nance cosis for such overaged and wornout vehicles are excessive. By replacing 
vehicles (in a 195,000-unit fleet) on a 3-vear cyele, prior to the need for major 
repairs, the annual expenditure for maintenance can be reduced by $23.4 million. 
co the same time operating costs would be pared by $1.9 million. See table 
yelow : 


Annual costs and savings after transition period for 195,000-vehicle fleet 
[Millions of dollars] 


| j 

|Under pres- |Under pro- | Potential an- 

ent 6-year | posed 3-year | nual savings 


Item of cost replacement | replacement | for 195,000 


| cycle cycle | vehicles 
| 


RESALE VALUE OF GOVERNMENT CARS 


Mr. Yates. Do the Government cars have a resale value? 

Mr. Hanson. Yes. 

Mr. Yarrs. How do you dispose of them? 

Mr. Hanson. At the present time they are disposed of through 
requests for bids, and the average resale price we are getting for the 
vehicles is around $200 or less. 

Mr. Meptey. If I may add something there, Mr. Yates, a good 
part of that saving which would be envisaged under a different 
replacement program—3 years or 50,000 miles—-would come about, 
would it not, Mr. Hanson, as a result of getting much higher prices? 

Mr. Hanson. That is right. 

Mr. Yates. How much would you get, instead of the $200? 

Mr. Hanson. When you get into the used-car markets today you 
begin to get yourself into a lot of arguments as to what the car is 
worth. 

Going back over the records as accurately as we can, it appears if 
you sold that car before its third birthday or 50,000 miles, as we 
mentioned a minute ago, your depreciation would be somewhere 
between 45 and 55 percent. I have used the figure in this report 
here of 48 percent. If you carried it on through until you reached 
your sixth year your depreciation is roughly 90 percent. 
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LEASING OF MOTOR VEHICLES 


Mr. Yates. Have you ever considered the possibility of leasing 
cars? 

Mr. Hanson. Yes, sir. 

Mr. Yates. What conclusions have you come to? 

Mr. Hanson. Except in certain unusual cases a private individual 
cannot buy cars in competition with the Government and rent them 
to the Government at a profit figure and stay in business or bring 
the prices down to where we can rent. 

Mr. Yares. I know in the city of Chicago there are dealers who 
sell to the public generally and who also have what is known as a 
fleet service, where they supply cars for large corporations on a rental 
basis, and they trade the cars in every year, giving the old ones as 
replacements and taking the new cars. 

Mr. Hanson. Yes, sir. 

Mr. Yates. Have you investigated that possibility? 

Mr. Hanson. Yes, sir. 

Mr. Yates. Was your answer based on that? 

Mr. Hanson. Yes, sir. 

Mr. Yates. Can you buy the cars cheaper than those people? 

Mr. Hanson. Yes, sir. The very best discount any of those 
people can get is 16 percent. Most of them can only get 10 to 12 
percent. The smaller ones are even less. 

Mr. Yarzs. A dealer’s discount is at best 16 percent? 

Mr. Hanson. A dealer gets a normal 25 percent, if he takes it at 
cost. But a man buying as a fleet owner can only get up to 16 
percent. That is the biggest fleet in the country. The average 
fleets get 10 to 12 percent, and the small fleets get 3 to 5 percent. 

Those figures are quoted on the factory list. I a» not quoting on 
the figures in Washington or New York, which may have a packed 
factor. 

Mr. Yates. What other expenses would you save if you leased 
them on a fleet basis? What does a fleet owner provide when he 
leases cars? 

Mr. Hanson. There are a number of different forms of leasing. 
There is the outright rental, in which all he does is rent you a car. 
You take care of it. You furnish your own insurance. You furnish 
your own fuels and lubricants and all that. 

Then there is another rental where he furnishes the car, the fuel 
and lubricants, the maintenance and insurance. 

There is still another one in which he will furnish you all those 
things and management. 

One that is becoming more popular now is actually where they 
rent you the money to buy the car. In other words, the manage- 
ment concern borrows money from the big life-insurance companies 
and rents it to you at a nominal rate, cheaper than you as a manu- 
facturer can tie up your money. Then he rents with that a manage- 
ment service to take care of his fleet; to buy it for him, to sell it for 


1018 


him, to advise him as to whether his salesmen are improperly using 
the vehicles, and so on. 

Mr. Yarus. Under any of these circumstances the present operation 
of the Government is more economical? 

Mr. Hanson. That is right, sir. Incidentally, in my investigations 
of that I have checked it with some of the biggest rental operators, 
and they tell me the same thing. 

Mr. Puiturps. Thank you very much, gentlemen. 

Mr. Yatus. Off the record. 

(Discussion off the record.) 
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SUBCOMMITTEE ON DEPARTMENTS OF STATE, JUSTICE, AND 
COMMERCE APPROPRIATIONS 


CLIFF CLEVENGER, Ohio, Chairman 


FREDERIC R. COUDERT, New York JOHN J. ROONEY, New York 
FRANK T. BOW, Ohio PRINCE H. PRESTON, Jr., Georgia 
SAM COON, Oregon ROBERT L. F. SIKES, Florida 


Fripay, 2, 1954. 


DEPARTMENT OF COMMERCE 
Civit AERONAUTICS ADMINISTRATION 


WITNESSES 


JAMES C. WORTHY, ASSISTANT SECRETARY (ADMINISTRATION) 

JOHN T. MOORE, ACTING DEPARTMENTAL BUDGET OFFICER 

FRED B. LEE, ADMINISTRATOR 

JOHN M. BEARDSLEE, ASSISTANT ADMINISTRATOR FOR OPERA- 
TIONS 

J. H. TIPPETS, DIRECTOR, OFFICE OF FEDERAL AIRWAYS 

ARVIN O. BASNIGHT, BUDGET OFFIER 


SALARIES AND EXPENSES 


OPERATIONS OF AERONAUTICAL SERVICES AT COLD BAY, ALASKA, 
AND BALBOA, PANAMA CANAL ZONE 


Mr. CLevencer. The committee will come to order. We will take 
up the supplemental for the CAA, which is a supplemental request 
for $860,000 for salaries and expenses. 

We will insert in the record the pertinent portion of House Docu- 
ment 454. 

(The information is as follows:) 


“DEPARTMENT OF COMMERCE 


Civit AERONAUTICS ADMINISTRATION 
“SALARIES AND EXPENSES 


“For an additional amount for ‘Salaries and expenses’, $860,000.” 

This proposed supplemental appropriation is to provide for operation of neces- 
sary aeronautical services by the Civil Aeronautics Administration at Cold Bay, 
Alaska, and Balboa, Panama Canal Zone. 

The services at Cold Bay will permit continued civil-aircraft operations via 
the Great Circle Route to the Orient, and will replace the services currently 
provided by the Department of Defense at Shemya and Cold Bay. The amount 
of $145,000 will be required for this purpose. 

The overseas aeronautical station now operated by the Civil Aeronautics 
Administration at Balboa is essential to United States and foreign-flag-aircraft 
operations through this area. It has not proven feasible to transfer the station to 
another agency of the Federal Government, as had been contemplated in the 1955 
budget. To permit continued operation of the station the amount of $715,000 
will be required. 


JUSTIFICATION MATERIAL 


Mr. Cievencer. We will also insert in the record pages 1, 7, 8, 
and 9 of the justifications. 
(The information is as follows:) 
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SALARIES AND EXPENSES 
Cinl Aeronautics Administration, 1955 (direct costs only) 
(Request: $860,000 for fiscal year 1955) 


Expenditures to May 31, 1954______. $83, 085, 853 
Revised budget estimate next fiscal year__._._____.__.._.------ $97, 310, 000 
Employment: 
Average number, current appropriation estimate for 1955__- - 12, 834 
Number involved this 12, 948 
Actual employment May 31, 1954_____...__.._-..___----- 13, 048 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Funds are required to provide aeronautical communications services at Balboa 
in the Panama Canal Zone, essential to United States and foreign-flag aircraft 
operations, and to provide minimum facilities and services required at Cold Bay, 
Alaska, for aircraft operating over the northern air route to the Orient. 
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JUSTIFICATION 


To provide aeronautical communications services at Balboa in the Panama 
Canal Zone, essential to United States and foreign-flag aircraft operations, and to 
provide minimum facilities and services required at Cold Bay, Alaska, for air- 
craft operating over the northern air route to the Orient, additional funds in the 
amount of $860,000 will be required under ‘Salaries and expenses, Civil Aero- 
nautics Administration,” during fiscal year 1955. 


BALBOA OVERSEAS-FOREIGN AERONAUTICAL COMMUNICATIONS STATION 


In planning for fiscal year 1955 requirements at minimum costs, the transfer of 
the Balboa overseas-foreign aeronautical communications station to the Panama 
Canal Company appeared feasible and no funds for its operation were requested 
of the Congress in the regular budget estimates for 1955. The possibility of 
transferring the Balboa station has been thoroughly explored and it has developed 
that both legislative authority and budgetary approval would be required before 
the Panama Canal Company could operate the station. Other possibilities of 
transferring the station to the Department of Defense or private industry are 
presently impracticable because of security reasons, treaty obligations and opera- 
tional considerations. The Balboa station serves both military and civil aircraft 
of the United States and, under International Civil Aviation Organization com- 
mitments to foreign nations, the United States is obligated to continue the services. 

In keeping with the policy to effect economies wherever possible, the Balboa 
operation has been evaluated and costs can be reduced by technical and equipment 
improvements which will permit a reduction in the number of operating personnel. 
The estimate includes $715,000 for the Balboa station. 


COLD BAY, ALASKA 


To serve military and civil aviation, a northern route has been established to 
the Orient. This route passes over the Aleutian Islands where aeronautical facil- 
ities were established by the military and the Civil Aeronautics Administration. 
The shortest route between the United States and Tokyo is via the Alaskan Pen- 
insula and the Aleutian Islands. Savings in mileage over this route as compared 
with the Central Pacifie route is 2,017 miles from Seattle to Tokyo and 655 miles 
from San Francisco to Tokvo. 

Military requirements for the Aleutian facilities have been reduced. Installa- 
tions at Umnak, Amchitka, Tanaga, Atka, Sand Point, and Port Heiden have been 
decommissioned. At the present time, the Navw operates facilities at Attu and 
Adak. The Air Force has facilities at Cold Bay and Shemya which are being 
phased out of operation. 

International commercial air operations are now conducted over the Aleutians 
by an American-flag carrier, a Canadian airline, and local-type operations between 
Attu’and Anchorage with a stop at Cold Bay. As the Air Force will complete 
its withdrawal from Cold Bay and Shemya by July 1, 1954, steps must be taken 
now to provide the minimum facilities and service required by commercial aviation 
for operation over this northern route. Due to the high costs of rehabilitation 
at Shemya and difficult logistic problems, it is proposed to provide for a minimum 
operation at Cold Bay. 

In order to provide the services required at Cold Bay, it is planned for the Civil 
Aeronautics Administration to take over existing facilities from the military and 
operate the airport, air navigation aids and base utility systems; the airlines to 
operate their own air/ground and other communications facilities; the Weather 
Bureau to operate its weather services and the necessary teletypewriter service to 
King Salmon, the nearest station on the Alaska mainland; and to arrange for some 
commercial oil company to operate the fuel system on a rental basis. Power, 
water and such building space as is available would be used by the airlines and 
others, for which charges would be made. The estimate insheiine $145,000 to 
carry out this plan. 

In addition to funds required under “Salaries and expenses,’’ plans for Cold Bay 
will require an initial investment in plant facilities of $666,000 for which purpose 
it is proposed to use funds currently available under the appropriation “Estab- 
lishment of Air navigation facilities.” 


BREAKDOWN OF ESTIMATE 


The total estimate includes $811,000 for operation of Federal Airways of which 
‘$685,000 is required for maintenance and operation of the Balboa station and 
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auxiliary facilities, and for equipment modifications, and $126,000 is required for 
maintenance of the Cold Bay Airport, air-navigation aids, utility systems, and 
auxiliary facilities. An amount of $9,000 is included for operation of aircraft 
for additional flight hours required to ship maintenance and food supplies to Cold 
Bay. For staff and administrative services $40,000, or approximately 5 percent 
of other requirements, is included to provide for related workload in connection 
with procurement, personnel, and accounting activities. 


Mr. CLevencer. Have you a statement, Mr. Lee? 


GENERAL STATEMENT 


Mr. Ler. Yes, Mr. Chairman. I am Frederick B. Lee, Adminis- 
trator of Civil Aeronautics. 

I am appearing here in support of House Document 454, which 
involves an amount of $715,000 for the operation of the Balboa 
Overseas Foreign Aeronautical Communications Station and $145,000 
for operations at Cold Bay, Alaska, during the fiscal year 1955. 

We are also proposing special language which I am informed is 
required to permit the rehabilitation of Cold Bay for the CAA and 
the Weather Bureau, using $666,000 of EANF funds already appro- 
priated. These funds are part of $1.9 million which are being re- 
programed to meet immediate Federal airways needs. They were 
formerly earmarked for radar installations which, due to factors be- 
yond our control, cannot or should not be made at the present time. 


BALBOA OVERSEAS FOREIGN AERONAUTICAL COMMUNICATIONS STATION 


Specifically, with regard to the Balboa Overseas Foreign Aecronauti- 
cal Communications Station, this is a facility which the CAA has 
operated since 1942. It is a station which the United States agreed 
to provide in the regional meetings of the International Civil Aviation 
Organization held in 1946 and in 1950. 

Prior to the submission of this estimate for fiscal year 1955 we had 
indications that it would be possible to transfer the operation of the 
Balboa facility either to the Panama Canal Company or to indepen- 
dent industry. However, in conducting our negotiations we ran into 
the problem of the treaties between the United States and the Re- 
public of Panama, and it proved to be impossible to surmount these 
difficulties. 

Also, there were security considerations which led the Department 
of Defense to request that CAA operation of the facility be continued 
in the Canal Zone. 

The Balboa OFACS is the key radio-teletype center in communica- 
tions between North and South America. It is also the key radio- 
telegraph center in communications with South and Central America; 
and also is the central point for the collection and transmission of 
meteorological information for the use of this country and for the use 
of the general flying public, particularly the United States-flag airlines. 

We Toes made considerable savings in the cost of operation of this 
facility. We are requesting $715,000 for fiscal year 1955, which is a 
reduction of $128,000 over what was required in fiscal 1954. On an 
annual basis in the future this will mean an annual saving of $167,000. 

That, Mr. Chairman, is my statement. 

Mr. CievenGceR. Was this amount deducted from your original 
budget request? 


46868—54—pt. 
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Mr. Ler. Yes, sir; it was. 

Mr. Cievencer. On what page of the justification is it set out, 
and in what amount? 

Mr. Basnicut. In the regular 1955 S. and E. budget request the 
reduction is shown on page 381 in the amount of $813,379, which is 
the amount required for the Federal airways operation alone. The 
difference between this figure and the amount quoted by Mr. Lee 
is involved in other services that support the Federal airways operation. 

Mr. CLevencer. Was a like amount added to the military budget? 

Mr. Ler. No; it was not. 

ae Cievencer. Why was it not added to their budget; or a part 
of it? 

Mr. Ler. Well, Mr. Chairman, this comes under our general policy 
which applies to the operation of facilities throughout the United 
States possessions which are of benefit to both military and civil users. 
We have treated them on the same common-system basis that we treat 
domestic facilities; that is, we do not charge the military for them. 
However, in any charging system we have devised we have allowed 
an offset for the proportional military usage. 

Mr. CLevENGER. They did not feel that they were obligated for 
any part of the cost of this, for the military use? 

Mr. Lex. Well, it is a common facility for both civil and military 
uses. One of its primary purposes, of course, is the distribution of 
weather information and the handling of it; the collection of that in- 
formation on their radio-telegraph and radio-teletype circuits. 

We have not in this case or in the case of Wake or Canton made 
separate charges or required the military to reimburse us for the pro- 
portional share of the operational costs. 

Mr. CievenGer. What I was trying to determine was whether 
in the 1955 budget in the military phase of it some of this cost was 
carried. 

Mr. Ler. No, I believe not, sir. 

Mr. Cievencer. In the language it says: 

It has not proven feasible to transfer the station to another agency of the Federal 
Government, as had been contemplated in the 1955 budget. To permit continucd 
operation of the station the amount of $715,000 will be required. 

Mr. Ler. We had contemplated transferring it to the Panama Can: ] 
Company, Mr. Chairman. That was our initial effort, as we stated 
in our budget justification. 

Mr. CLevencER. Who is presently operating Balboa? 

Mr. Ler. The Civil Aeronautics Administration. 


COLD BAY, ALASKA 


Mr. CLeveNGER. Is the same thing true at Cold Bay? 

Mr. Ler. No, sir. I will be glad to get into the Cold Bay situation 
now, sir, if you would like. 

Mr. CLEVENGER. Yes. 

Mr. Ler. Mr. Chairman, with regard to Cold Bay we have here a 
base which has been operated by the Air Force. It is a base which is 
essential to the North Pacific route to the Orient. 

I would like to explain with regard to the North Pacific route that 
that matter has been under consideration by the Civil Aeronautics 
Board for some months. On March 19, 1954, the examiner of the 
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Civil Aeronautics Board came out with a report which recommended 

that the route be continued for a period of 5 years. 
Following that we conducted negotiations with the Air Force and 

with the users of the route with regard to the possible transfer of 

either Shemya, a base near the tip of the Aleutian chain, or Cold Bay, 

one of which would be essential for the operation of the route. We 
finally came to this conclusion. 

Mr. CLEvENGER. By the way, is Cold Bay on the peninsula of the 
mainland? 

Mr. Les. Yes, sir; it is right at the tip of the Alaskan Peninsula. 

Cold Bay has many advantages over Shemya. It has a harbor 
which is available throughout the year. Its supply is relatively easy. 
It is in effect approximately about one-tenth of the cost to operate 
for the United States Government that Shemya would be. 

Also, for the airlines operating in that area Cold Bay expenses are 
considerably less. 

Now, with regard to the route itself, we have the decision of the 
CAB on the original route case that the route is essential, and we 
have obtained assurances from the CAB and from the Department of 
State that they feel that the continuation of the route is in the na- 
tional interest. 

The route is presently used by Northwest Airlines and Canadian 
Pacific Airlines, and Japan Airlines has been granted authority to 
operate over this same route. The application of Pan American World 
Airways for a right to operate over this route was pursued quite 
vigorously but that permission has not been granted. 

Operationally the route has much to recommend it. From New 
York and Chicago to Tokyo it is approximately 1,582 miles shorter 
that the mid-Pacific route. From Seattle it is over 2,000 miles 
shorter. From San Francisco it is a considerable amount shorter, 

Just on the basis of the present APO mail rates, we have a saving 
through the operation of this route presently computed on the basis 
of mileage. That is a saving of approximately 20 percent by putting 
the APO mail on the North Pacific route. Computed on the present 
rate of about 5,000 pounds of APO mail per schedule, this would re- 
sult in an annual saving of $310,000 to the United States Government. 

Assuming that Shemya will not be operated, Cold Bay is absolutely 
essential in the operation of the route. Without Cold Bay it is ques- 
tionable whether the route could be continued in operation. 

The Air Force and the Navy have deactivated practically all of 
the installations on the Aleutian chain. They are deactivating Shem- 
ya at the present time. They have already deactivated Umnak, 
Amchitka, Tanaga, Atka, and Sand Point. There is left a small 
detachment at Attu and the Navy installation at Adak, which is not 
a suitable terminus on the eastern end of the longest segment of this 
trans-Pacific route. 

So far as the payload is concerned, Boeing 377’s are presently 
being operated by Northwest Airlines, and they do have a reduction. 

in the payload by moving their eastern terminus from Shemya to 
Cold Bay. Starting in about 8 months from now Northwest Airlines 
will have Lockheed 104°—G’s which can operate without penalty by 
going back from Shemya to Cold Bay. However, to move back far- 
ther, using Anchorage as a terminus, would mean a reduetion in the 
payload from 20,000 to about 16,500 pounds. 
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So far as safety is concerned, it appears that some installation at 
Cold Bay would be necessary no matter what occurs. Actually it 
would be marginal to operate to any of the bases in the central part 
of Alaska. e need an alternate at the tip of the Aleutian Peninsula 
or on the Aleutian chain, an alternate which is available throughout 
most of the time. 

Mr. CLevencer. Is that satisfactory terrain on which to build a 
good field at Cold Bay? 

Mr. Ler. Yes, Mr, Chairman; the field there is very good. The Air 
Force in the last year has spent considerable money in rehabilitating 
the field and has undertaken construction of a new building at Cold 


Bay. 

Mr, CLEevENGER. Is | for personnel available? 

Mr. Lex. No, sir. The building which is there—which I will show 
you—will have to have some improvements at a relatively minor cost 
to make it available for CAA and Weather Bureau personnel. It is 
now not adapted for that use. 

Another consideration is the fact that Cold Bay is south of the 
auroral zone, which at times practically blocks communications. In 
our negotiations with the Air Force for immediate occupancy of the 
installation there by the airline, we first insisted that Northwest 
Airlines be permitted to put their communications equipment in at 
Cold Bay. North of the Cold Bay area the navigational aids and 
communication links are periodically unreliable due to the auroral 
activity at those latitudes. 

Our method of operation will be essentially that CAA would operate 
the airport, the air navigation aids, and the base utility systems. 
The Weather Bureau, which has an estimate before this committee 
today, would take the weather observations, do the weather analysis, 
and operate the teletypewriters transmitting the weather information 
to the circuits on the mainland. An oil company would be contracted 
with to operate the fuel system on a rental basis with a return to the 
United States Government. The airlines would operate their own 
air-ground communications and company point-to-point communi- 
cations. 

Just to show the essential facilities, we have here a map of the base. 

Incidentally, we have very close liaison with the Air Force and are 
using all the Air Force equipment which is adaptable for our purposes. 
However, in establishing this as a principal eastern refueling stop 
we do require certain additional equipment. 

There will be a high-powered radio beacon installed at the communi- 
cations transmitter site. This would be a beacon similar to those 
in operation on Wake Island, for instance, in the Pacific, which 
would reach out and give the necessary guidance. 

Mr. Cievencer. Is your map relatively square there, on due north? 

Mr. Ler. Yes, sir; this is oriented correctly. 

There is a big bay which comes in from the south and abuts the 
installation on the east. 

There would be a very high frequency omnidirectional range located 
at the field site which wound permit low approaches and would give 
static-free navigational guidance within the immediate vicinity of the 


airport. 
Phe navigation equipment and communications equipment would 
have to be rehabilitated. We would need to have a new building for 
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Weather Bureau purposes, because they would take upper air soundings 
from this location. 

The field lighting equipment would be rehabilitated. The opera- 
tions building, built by the Air Force last year, would be adapted for 
Weather Bureau and CAA occupancy. The commissary, power sup- 
ply, shop and garage, and water supply buildings would all be reha- 
bilitated. They are not in suitable condition at present. 

The former Air Force buildings and installations have pretty well 
deteriorated. They were dispersed over a large area and not adaptable 
for today’s use. 

Mr. Bow. What are the lengths of the runways there? 

Mr. Ler. The principal runway, north-northwest south-southeast 
is 7,500 feet. The east-west runway is 5,000 feet. 

Mr. Bow. Are those long enough for the planes contemplated by 
Northwest? 

Mr. Ler. Yes, sir; the Lockheed 1049-G’s can operate with full 
payload out of the area. Canadian Pacific Airways is using Douglas 
DC-6B’s and they, likewise, can operate. 

Mr. Bow. With anything in contemplation now for use, your run- 
ways are long enough? 

Mr. Ler. That is correct, sir. 

With regard to our communications setup, here we have a chart of 
the radio-teletype network which is presently being operated by the 
CAA in Alaska. The plan would be to link Cold Bay with King 
Salmon here and tie Cold Bay in with the rest of the Alaskan communi- 
cations network, which handles all of the weather information used 
in the Alaska area. 


That, Mr. Chairman, covers our plan for Alaska, which involves. 
the expenditure of $145,000 by the CAA. 

Mr. CievenGcer. Are there any questions? 

Mr. Bow. I have a few questions on both of these, if I may. 


POSSIBLE INCREASE IN CHARGES 


Mr. Bow. Mr. Lee, in the hearings on the 1955 appropriations, at 
page 196, I was asking you something about the transfer of facilities 
at Balboa. I asked you about your plans for discontinuance, and you 
also stated that up to that point you had no assurance the transfer 
could be made. I asked you what would be done if the transfer were 
not effected, and your answer was: 

We would explore the possibility of increasing the charges to the publie which 
are made for the services rendered by these facilities, in an attempt to make them 
' self-sustaining financially, However, the increase in the charges would be in the 
neighborhood of 4 to 6 times what the present charges are, and we feel that charges 
at such a level would prove to be almost prohibitive. 

What has been done in consideration of increasing charges if you 
continue the operations at Balboa? 

Mr. Lex. Mr. Chairman, we have explored the possibility of using 
the revenues from the operation of the communications station to off- 
set our expenses. As a matter of policy that is not permitted. 

At the present time we are making charges which cover the costs 
of certain of the class B messages received at Balboa, and that nets 
the Government $153,960 per year. 

Mr. Bow. Are you giving consideration to an increase of those 
rates now, if you continue the operation, as you indicated by your 
testimony on the regular bill? 
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Mr. Ler. Not at the present time, Mr. Bow. We have no possi- 
bility of using these revenues for offset purposes; and as a matter of 
policy we have in the past not charged users for safety messages. 


COMMERCIAL MESSAGES 


Mr. Bow. Are you using this for commercial messages now? 

Mr. Lue. Yes, sir; but they are charged for and the proportional 
cost is covered. 

I would like to say, Mr. Bow, we are making a thorough study of our 
whole telecommunications charging policy. We had our last meeting 
about 2 weeks ago. I hope that we can reach some agreement as to 
the future. 

Mr. Bow. To what extent is the Balboa facility used for commercial 
purposes? 

Mr. Ler. The typical monthly workload in Balboa is as follows 
in terms of total words handled: 

For meteorological communications, 2.5 million words. 

For class B communications—and by “class B’”’ I mean essentially 
commercial communications 

Mr. Bow. Your class B is your commercial? 

Mr. Ler. Yes, sir, 1,522,000 words. 

Mr. Bow. Can you convert that into money for me? 

Mr. Ler. Yes, sir. May I continue the total? 

Mr. Bow. Go right ahead. 

Mr. Lex. For flight regularity communications, such as filing flight 
plans, position reports, and so forth; 288,000 words. 

For flight safety communications, 800,000 words. 

That gives a total of 5,110,000 words handled per month. This 
involves air-ground contacts with airplanes, and we have a total of 
11,165 in a typical month. 

Translated into charges, our charging rate for class B messages is 
25 cents for a 10-word message. This is a rate which has been 
established over a period of years representing the full cost to the 
CAA of providing the service. This would give us an annual revenue 
estimate for Balboa of $153,960. 

Mr. Bow. On your commercial? 

Mr. Ler. Yes, sir. 

Mr. Bow. I would hope that if this goes through you would do 
as you say you are going to do; that is, to explore the possibility of 
increasing charges to bring in additional revenue. Although you 
cannot offset it, it is revenue to the Treasury. 

In what other areas do you, the CAA, or the Department of Com- 
merce, operate commercial facilities? 

Mr. Ler. We operate similar facilities at Honolulu, Guam, Wake, 
Canton, Anchorage and certain other places in Alaska; Seattle has 
now been combined with San Francisco, Miami, and formerly New 
Orleans but that is now combined with Miami, San Juan, St. Thomas, 
St. Croix, and New York. 

Mr. Bow. Thos? places you have given me are all places where you 
do commercial business? 

Mr. Ler. Yes, and make charges for it. 

Mr. Bow. And make charges for it? 

Mr. Ler. Yes, sir. 
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COMPARISON OF KODIAK AND COLD BAY, ALASKA 


Mr. Bow. Going to consideration of Cold Bay, what about the 
facilities at Kodiak? Could they be used rather than the Cold Bay 
facilities? I believe Kodiak is less than 600 miles from Cold Bay, is 
it not? 

Mr. Ler. Yes, it is. 

Mr. Trierets. About half way between Anchorage and Cold Bay. 
It would be about 400 miles. 

Mr. Les. There is a field at Kodiak. 

Mr. Bow. That is a rather extensive operation up there. I have 
been at that field at Kodiak. 1 wondered whether that could be used 
instead of Cold Bay. What is the objection to it? I would like to 
know the reason why Kodiak could not be used rather than having 
a new establishment at Cold Bay. They have a great deal of housing, 
and some very good housing, at Kodiak. The facilities are there. 

Mr. Lez. There are a couple of fields which are, of course, between 
Cold Bay and Anchorage, one at King Salmon and one at Kodiak. 
However, at Cold Bay we have gone about the limit of what the 
operators and our safety people feel they should go on the operation. 
Cold Bay is particularly suitable. 

Mr. Roonry. Did you say: What the operators feel? 

Mr. Len. About the limit they can go on the distance of operation. 

Cold Bay has a considerable advantage in having one of the lowest 
precipitation rates in that area. There is a relatively small snow- 
pense problem. The weather is such they can be assured vir- 
turally 


Mr. Bow. Could you furnish for the record the difference in pre- 
cipitation as between Cold Bay and Kodiak? 

Mr. Ler. Yes, sir. 

(The information is as follows:) 


Statement on weather conditions at Kodiak, Alaska 


Shemya | Adak 


Average annual precipitation ! 3. . 49 53. 79 
Month of maximum precipitation ; 37.05 
Month of least precipitation . 52. : 61.62 
Average annual temperature 38. Q 40.0 
Days had maximum temperature of 32 or lower é 12 
Days had minimum temperature of 32 or lower-.---- K 118 


1 Precipitation is measured in inches of rainfall. 
2 November. 

3 December. 

4 October. 

5 February. 

6 June. 

‘July. 


CoMPARISON OF KopiAK AND Bay 


The Navy installation at Kodiak, includes three runways, navigational aids 
and communications. However, the use of Kodiak as the operational and re- 
fueling stop for scheduled air carriers on the North Pacific route to the Orient is not 
desirable for the following reasons: 

1. There is high terrain in fairly close proximity to the airport to the northwest, 
west and southwest. There is a 2,488-foot mountain almost in line with and only 
1 mile west of the instrument runway. In contrast, the approaches to the run- 
ways at Cold Bay from all directions are relatively clear of obstructions. 


| | ‘com Bay] Kodak 

| 32.48 

| 42.88 

61.04 

37.5 

| 64 

| 163 
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2. Kodiak is subject to unfavorable weather conditions in the form of heavy 
rainfall and frequent low ceilings and fogs. The instrument approach and landing 
charts for Kodiak carry a warning that Williwaws (sudden strong verical gusts 
of air caused by temperature inversions usually occurring near mountains) can be 
extremely dangerous. Cold Bay has the best weather of any airport west of the 
Alaskan mainland. 

3. A missed approach at Kodiak involves a hazardous procedure, particularly 
for larger aircraft such as the Boeing 377, DC-6 and Super-Constellation. A 
missed approach at Cold Bay poses no particular difficulty. 

4. Kodiak is 436 miles east of Cold Bay and, although the 2 are not on the same 
great circle route to Tokyo, the use of Kodiak would increase the critical leg by 
more than 400 miles and decrease the allowable payload accordingly. The non- 
critical leg from Anchorage would be shorter and less economical. 

Cold Bay is a much more desirable and reliable airport for scheduled air carrier 
operations. If Kodiak were to be used as the regular refueling stop, it would 
still be essential that Cold Bay be maintained and operated as an alternate for 
the international operation and an operational stop for Reeve Aleutian Airways. 

Mr. Bow. What are the other reasons? 1 would like to get as 
much of the story as I can as to the comparison of Cold Bay and 
Kodiak, because I do know of the facilities at Kodiak, with the housing 
and buildings. It would seem to be a pretty complete installation 
there. 

Mr. Les. Yes, sir. We have, of course, maximum runway length 
at Kodiak of 6,000 feet, which in itself would under most temperature 
conditions probably result in a penalty in the payload. We do have 
the fact that Kodiak is somewhat further north and closer to the border 
latitude of the aurora borealis region. 


CHARGES MADE OF FOREIGN USERS OF COLD BAY 


Mr. Bow. What arrangements are made for contributions? We 
have one American-flag line which would use Cold Bay, have we not? 

Mr. Ler. Yes, sir. 

Mr. Bow. Then there would be Canadian and Japanese lines? 

Mr. Les. Yes, sir. Then there is a local operator, known as 
Reeves Aleutian Airways, which provides local service in that area. 

Mr. Bow. What arrangements have been made for contributions by 
the Japanese lines and Canadian lines for the use of this installation? 

Mr. Ler. We would charge at the same rates which we are using 
at other bases in the Pacific area; namely, Wake and Canton. That 
would mean landing fees for all users of 16 cents per. 1,000 pounds 
weight of the aircraft. 

e would also charge royalties on aviation gasoline of 1 cent per 
gallon. There would be royalties on fuel oil and other petroleum 
products of 1 cent per gallon. 

Then, in the sale of electrical energy to the local users, if either 
Japan or Canadian Pacific would have a local installation, we would 
charge 10 cents per kilowatt. 

Mr. Bow. Can you give us an estimate at this time as to what the 
income from the foreign carriers would be to Cold Bay? 

Mr. Ler, I do not have a breakdown by carriers. . I have a total 
estimate of revenue of $32,608. 

Mr. Bow. Per year? 

Mr. Ler. Yes. 
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COST OF OPERATION OF COLD BAY 


Mr. Bow. After the completion of the installation what would you 
anticipate the yearly cost of operation at Cold Bay would be? 

Mr. Les. $145,000, sir, for the CAA; and the Weather Bureau 
has a later estimate which at least for fiscal year 1955 is $175,000. 


NECESSITY FOR NORTH PACIFIC ROUTE 


Mr. Bow. Could you give us some brief statement, Mr. Lee, as to 
your opinion and the opinion of the CAA as to why this northern 
route should be kept open? 

Mr. Ler. Yes, sir. We feel that it is the route of the future to 
the Far East. For reasons of distance we can have one-stop service 
from Seattle to Tokyo. The distances are such that there will be 
considerable savings in the operation of aircraft over this route. 

In the North Pacific route case there was a great deal of testimony 
to the Civil Aeronautics Board as to the dollar savings which would 
be effected by this route as opposed to the mid-Pacific route via 
Honolulu and Wake. 

Mr. Bow. Dollar savings to the operators? 

Mr. Lex. Yes, sir. In addition to that there is a very strong 
national interest in the continuation of this route for other than 
economic reasons. 

Mr. Bow. Yes. 

Mr. Ler. The Department of State and the CAB have indicated 
that for a great number of reasons they feel it is important from a 
national standpoint to continue the route in operation. 

Mr. Bow. That is all I have, Mr. Chairman. 

Mr. Cievencer. Mr. Coon? 

Mr. Coon. Mr. Lee, the figures you have given were very impres- 
sive, as to the saving in miles. For instance, from Chicago it is 
approximately 1,600 miles, and from Seattle it is approximately 
2,000 miles, which are very important figures on flights to Tokyo. 
You feel, as I take it from your testimony, that this installation at 
Cold Bay is quite essential to promote those routes to that area? 

Mr. Ler. Yes, Mr. Coon. I feel that without this installation or 
a similar installation it would be practically impossible to operate. 
There would be a need under any circumstances for an alternate 
landing field there, and there is a need for a communications and 
navigational aid setup. This, we feel, is the minimum. 

Actually, we are asking for only nine positions for the operation of 
this facility, and that is a minimum for such an operation. 

We have examined carefully other possibilities along the chain. 
We gave a great deal of thought to the operation of Shemya, to the 
possible use of Adak, or some alternate site. We have come to the 
conclusion that this is the cheapest and best way to provide the 
minimum essential facilities for the trans-Pacific route. 

Mr. Coon. That is all, Mr. Chairman. 

Mr. Cuevencer. Mr. Rooney? 


CONSTRUCTION CONTEMPLATED AT COLD BAY 


Mr. Roonry. With regard to Cold Bay, you propose to do some 
new construction there. You ask authority for it, do you not? 
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Mr. Ler. Yes, sir. 

Mr. Roonry. What new construction do you propose? 

Mr. Lee. We propose the establishment of a high-powered homing 
beacon, a VHF omnirange, and a rawinsonde building and inflation 
shelter, the latter for weather observation purposes. 

We also propose to rehabilitate the field lighting, which is in a very 
bad condition at the present time; to construct receiving and trans- 
mitting antennas and certain receiver and transmitter facilities, par- 
ticularly for the radioteletype link with King Salmon. 

A small addition to the King Salmon facility is also planned. 


COMPLETION OF REHABILITATION OF COLD BAY BEGUN BY THE MILITARY 


Mr. Roonry. The military has been running this facility for some 
time. Why is it that you step in at this moment with all these plans 
for improvements? 

Mr. Ler. The military was in the process of rehabilitating the 
entire base. They had reconditioned the runways and they had par- 
tially built this new terminal building which we are proposing to 
complete. They did not reach the completion of their plans. 

In effect we are completing the rehabilitation of the base, and in 
addition we are providing the facilities necessary to operate this as 
the eastern terminus of the longest segment of the transpacific route. 
Formerly it was just a way point on the route down to Shemya. 


TRANSFER OF BALBOA COMMUNICATIONS STATION TO PANAMA CANAL 
COMPANY 


Mr. Roonsy. With respect to Balboa, it was proposed that the 
Panama Canal Company, a Government corporation, handle that; is 
that correct? ‘ 

Mr. Ler. Yes, sir. 

Mr. Rooney. Does the Panama Canal Company have sufficient 
funds in its corporate treasury to handle it? 

Mr. Ler. Well, the principal difficulty that we ran into on trans- 
ferring the facility to the Panama Canal Company was its authority 
when it looked into the matter to operate such a facility as this. 

Mr. Rooney. If it were the thing to do it would not take very long 
to get the Panama Canal Company authority, would it? 

Mr. Len. It would probably require an amendment of the treaty 
between the United States and Panama. 

In our initial negotiations with the Panama Canal Company this 
did not come up, and it was felt it would be practical to transfer. 

Mr. Rooney. How long ago was it you proposed to transfer it to 
the Panama Canal Company? At least 8 or 10 months ago? 

Mr. Ler. Yes. In October of 1954. 

Mr. Rooney. 1953? 

Mr. Ler. 1953, yes. 

Mr. Rooney. That is all. 

Mr. Preston. I have no questions, Mr. Chairman. 

Mr. CievenGcer. Mr. Sikes? 

Mr. Stxes. Mr. Chairman, I believe this has been thoroughly dis- 
cussed. I have no questions. 

Mr. Roonry. May I continue with just one more thought? 
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As a result of the conference action on the regular 1955 fiscal year 
appropriation bill you have $1.2 million over and above the budget 
estimate submitted, without regard to this request; is that correct? 

Mr. Ler. Yes, sir. Those funds were added initially by the Senate 
and were tied in with the operation of certain domestic communica- 
tions stations, and low-medium frequency radio ranges. 

Mr. Preston. We have heard something about that. 

Mr. Rooney. Yes. We have all heard something about that. 

Mr. Bow. Are you through, Mr. Rooney? 

Mr. Rooney. Yes. 

Mr. Bow. I would like to ask one further question, off the record. 

(Discussion off the record.) 


ESTABLISHMENT OF AIR NAVIGATION FACILITIES, COLD BAY, ALASKA 


Mr. CLevencer. Mr. Lee, the justification for the establishment 
of these air navigation facilities is almost nil. There is little here on 
that, and that is $666,000 at Cold Bay. There is no detail. We just 
simply have to take that on faith? 

Mr. Lez. No, Mr. Chairman. We would be glad to supply an 
exhibit for the record which would outline in detail the items which 
are included in that total. 

Mr. CLevencer. I just wanted a record. There was nothing 
submitted. 

(The following information was submitted:) 


EsTABLISHMENT OF AIR NAVIGATION FactLitres—Coutp Bay, ALASKA 


Summary of requirements 


Project 


ALASKA PROGRAM 


A, Air navigation visual and electronic facilities: 
1. Establish high-powered homing beacon 
2. Establish VHF omnirange 
3. Establish rawinsonde building and inflation shelter _- 


B. landing fields: 


2. Provide receiver and transmitter facilities 


D. Housing, utilities, and miscellaneous: 
1. Housing: Convert operations building to Myieg quarters 
2. Utilities 


(a) Power supply. 
(b) Water supply and sew ‘age-disposal sy stems_ 


(>) Bulk oil storage... 
4, Shop and garage facilities 


336, 400 


Zz | Amount 
0. 
| 
Se 75, 200 2 
134, 900 
Cc, Aer 
3. Expand King Salmon, Alaska, communications site..........._________. 32, 700 
105, 700 
216, 000 4 
70, 000 4 
$34, 600 
7, 900 5 
| 


3. Expand King Salmon, Alaska, communications site......--------- 
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Project justification 
A. Air navigation visual and electronic facilities....__._______ 


. Establish high-powered homing beacon. ___.__..._.._-__________- 
A vertical tower radiating antenna radio range (SRA) is currently 
in operation at Cold Bay. The SRA was originally established to 
furnish navigational guidance over a segment of the Aleutian route 
between similar facilities to the east and west of Cold Bay (Umnak 
and Port Heiden), which have now been discontinued. To provide 
the greater signal coverage now required, it is proposed to replace 
the SRA with a high-powered homing beacon (1,200 watts). 
Towers and a building now erected at Cold Bay will be used for 
the homing beacon. he transmitters are available in stock. 
To furnish terminal approach service to the airport, it is pro- 
paved. to install a VHF omnirange. This facility with its static- 
ree signal service will provide for letdown approaches at the air- 
port. It will be necessary to procure only 2 transmitters with 
associated modulator equipment to make possible the installation. 
The balance of the equipment is available from a discontinued 
continental United States experimental facility. 
. Establish rawinsonde building and inflation shelter__.......------ 


The Weather Bureau will require certain facilities to provide 
weather information service needed for aviation activities over 
the route. The Civil Aeronautics Administration normally acts as 
construction agent for the Weather Bureau. It is proposed to 
construct a rawinsonde and inflation shelter building to house the 
Weather Bureau equipment. 

B. Intermediate landing 


The Cold Bay Airfield consists of 2 asphaltic concrete runways— 
an east-west runway 5,000 by 150 feet and a north-south runway 
7,400 by 150 feet. It will be necessary to rehabilitate the runway 
lights on both runways to insure safe visual approach guidance. 
e light units on the instrument runway can be utilized, but new 
underground power cables will be required. 


C. Aeronautical communications 


. Construct receiving and transmitting antennas_____-------------- 

The present remote receiving site and transmitting site can be 
continued in use. However, it will be necessary to construct 
2 long wire antennas at the receiving site, and 2 at the control site. 
At the transmitter site, one 500-foot flat-top antenna with radial 
ground system will be required. 


2. Provide receiver and transmitter facilities. 


It will be necessary to perform minor rehabilitation of the exist- 
ing SRA radio range transmitter building to adapt it to use as a 
remote receiver building. It will also be necessary to construct 
a 16- by 12-foot building for housing the communications trans- 
mitters. Salvage material is available at Cold Bay for this struc- 
ture. Radio circuit terminating equipment will be procured and 
installed at Cold Bay. 


It is proposed to have the Weather Bureau operate communi- 
cations service between Cold Bay and the King Salmon station on 
the Alaska mainland circuits. This will require some expansion 
at the King Salmon station—the construction of a 12-foot exten- 
sion on the present communications building there, the erection of 
a 90-foot pole and antenna, and the installation of some additional 
electronic equipment. 


$134, 900 
33, 500 


75, 200 


26, 200 


89, 000 


89, 000 


105, 700 


35, 200 


37, 800 


32, 700 


‘ 
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Project justification—Continued 


D. Housing, utilities, and miscellaneous__._....._.._________ $336, 400 


1. Housing: Convert operations building to living quarters 

The military has partially completed a large building which was 
intended to house all operations functions. Plumbing has been 
roughed in, but the heating plant, radiators, and sewer and water 
connections remain to be done. Considerable interior furnishing 
and partitioning must be accomplished. 

It is expected that a complement of 9 Weather Bureau personnel 
and 6 Civil Aeronautics Administration personnel will be required. 
By remodeling the operations building, 12 apartments can be pro- 
vided as well as space for control quarters. The apartments will 
be small, but it is intended to staff the facility with only married 
couples without children. The estimate includes $2,000 per apart- 
ment for furnishings. 

2. Utilities 
(a) Power supply 
The existing metal powerhouse building will be 
repaired and the presently installed powerplant re- 
conditioned and continued in use. The power dis- 
tribution and control system will be renovated and 
extended to the omnirange site. 

(b) Water supply and sewage disposal systems....... 

By revamping 2 existing well houses, and perform- 
ing minimum rehabilitation of the water distribution 
system and the outside sewerage system, the present 
services will satisfy the requirements of the small 
proposed complement. The water system was re- 
cently installed and consists of 2 deep wells, connect- 
ing mains and laterals, and fire hydrants. It is an 
efficient system and can readily be reduced to accom- 
modate the centrally located activities. The present 
sewer system is centrally located and already extends 
to the proposed apartment building. 

3. Storage facilities 

(a) Commissary and cold storage 

It is intended to install a commissary by using the 
existing mess hall building which will be rehabili- 
tated and made available for this purpose. Cold 
storage facilities will be procured and installed. 

(b) Bulk oil storage 

Tankage for storage of bulk oil will be required for 
the power system and heating of quarters. There is 
plenty of tankage available, but it is not satisfac- 
torily located with respect to the powerplant. The 
five 25,000-gallon tanks at the dock area will be used 
for tanker unloading. Three 25,000-gallon tanks 
now available on the island can be relocated to the 
vicinity of the powerhouse and living quarters area. 
There are some 30 of these tanks at Cold Bay, the 
remainder of which can be rehabilitated and used by 
the fuel company for gasoline storage, 

4. Shop and garage facilities 

A considerable amount of maintenance and operating equip- 
ment and vehicles is required to support the satisfactory function- 
ing of such a remote station as Cold Bay. Repairs to structures, 
equipment, and vehicles must also be performed locally as much as 
possible. To provide protection for some of the vehicles from the 
extreme weather and to furnish suitable work-shop space for 
repairs, it is proposed to rehabilitate an existing 30- by 80-foot 
building, including heating, wiring, and painting. 


Mr. Cievencer. We will insert in the record the pertinent portion 
of House Document 454. 
(The information is as follews:) 


| 
216, 000 
70, 000 
42, 500 
7, 900 
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“ESTABLISHMENT OF AIR-NAVIGATION FACILITIES 


“Funds previously appropriated under this head shall be available for construction 
and alteration of aeronautical facilities at Cold Bay, Alaska, including construction 
and furnishing of quarters and related accommodations for officers and employees 
of the Civil Aeronautics Administration and the Weather Bureau, and meteorological 
facilities for the Weather Bureau.” 


This proposed provision is to permit the use of available appropriations for 
necessary construction and rehabilitation of facilities at Cold Bay, Alaska. Total 
requirements for this purpose are estimated at $666,000. 


JUSTIFICATION MATERIAL 


Mr. Cievencer. We will also place in the record the complete 
justification which was vet ro 5 in connection with this, which 
consists of one page. 

(The information is as follows): 


EstTaBLISHMENT OF Arr NAVIGATION FActLiTies 


Explanation of language change: 

Funds previously appropriated under this head shall be available for construc- 
tion and alterations of aeronautical facilities at Cold Bay, Alaska, including 
construction and furnishing of quarters and related accommodations for officers 
and employees of the Civil Aeronauties Administration and the Weather Bureau, 
and meteorological facilities for the Weather Bureau. 

Physica! improvements of facilities are necessary to the operations of the Civil 
Aeronautics Administration and the Weather Bureau at Cold Bay, Alaska. 
This provision will permit the work to be accomplished from funds already avail- 
able to the Civil Aeronautics Administration. Items for the Weather Bureau 
are included in accordance with the normal practice of the Civil. Aeronauties Ad- 
ministration acting as construction agent for the Weather Bureau in Alaska. 
This method of financing avoids a transfer of funds between the two agencies, 
and the performance of construction work by a single agency results in a more 
economical program. 


Mr. Cievencer. Now we do have the additional information, of 
course, which you just submitted. 

House Document 454 indicates a total cost of $666,000. It was 
just a little test of our faith to appropriate that much money without 
some breakdown. 

Mr. Lee. Yes, sir. 

Mr. CLevencer. Any questions? 

Mr. Bow. I have nothing further, Mr. Chairman. 

Mr. CLevencer. There was not any figure of any kind in your 
original justification submission. 

Mr. Ganonaneé! Sir, we appreciate that. It was submitted this 
way as a reprograming item as distinguished from an appropriation 


request 
Mir. CLEVENGER. That covers those two items, I believe. 


Crvin Arr Facinities at Bay, ALasKa 


WITNESS 


HON. E. L. BARTLETT A DELEGATE IN CONGRESS FROM THE 
TERRITORY OF ALASKA 


Mr. Cuievencer. We shall now hear from our colleague, Mr’ 
Bartlett. 

Mr. Barrietr. Mr. Chairman and members of the committee, I 
urge you to appropriate the $320,000 requested by the Bureau of the 
Budget for the Civil Aeronautics Administration and the Weather 
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Bureau for establishment of civil air facilities at Cold Bay, Alaska, 
and to authorize the use of $666,000 for the same purpose from funds 
already appropriated. 

This is absolutely essential for maintenance of a civil air operation 
on the great circle route to the Orient through Alaska. In my judg- 
ment, it would have been preferable to have kept open the installation 
at Shemya, but now the Air Force has determined this cannot be done; 
the only sound alternate appears to be Cold Bay. The Alaska route 
to the Orient has been demonstrated to be operationally feasible in 
every way, and it offers obvious advantages in reducing air distance 
to the Orient. For defense reasons it is imperative that this route 
be maintained because in event of war the Aleutians certainly will not 
be of less importance than in World War II and the strategic signifi- 
cance of the island chain may be far greater. 

Mr. Cievencer. Thank you. 


Tuurspay, 8, 1954. 


Lanp Acquisition, ADDITIONAL WASHINGTON AIRPORT 


WITNESSES 


JOHN M. BEARDSLEE, ASSISTANT ADMINISTRATOR FOR OPERA- 
TIONS 

BENNETT H. GRIFFIN, DIRECTOR, WASHINGTON NATIONAL AIR- 
PORT 

PAUL STEINER, DEPUTY DIRECTOR, WASHINGTON NATIONAL 
AIRPORT 

C. H. HARPER, DEPUTY BUDGET OFFICER 

JOHN V. DOLAN, SPECIAL ASSISTANT, OFFICE OF ASSISTANT AD- 
MINISTRATOR FOR PROGRAM COORDINATION 

JOHN T. MOORE, ACTING DEPARTMENTAL BUDGET OFFICER 


Mr. CLevencer. The committee has more supplementals here 
from the CAA. One of them is a land-acquisition item for an addi- 
tional Washington airport. The request is for $16,297. 

The pertinent portion of House Document 469 will be inserted in 
the record. 

(The information is as follows:) 


“Civit AERONAUTICS ADMINISTRATION 
“LAND ACQUISITION, ADDITIONAL WASHINGTON AIRPORT 


“For an additional amount for ‘Land acquisition, additional Washington air- 
port,’ for payment of deficiency judgments rendered by United States District Courts, 
$16,297, together with such amounts as may be necessary to pay interest as specified 
in such judgments.” 

Final settlements in payment for land acquired under initial condemnation 
proceedings for acquisition of land for an additional Washington airport were 
made with 43 of 63 landowners within an original appropriation of $1,000,000. 
The remaining landowners appealed the initial condemnation valuations to the 
United States District Court of Eastern Virginia, which has continued to review 
appeals and render deficiency judgments. Public Law 357, 83d Congress, appro- 
priated $34,541, plus, interest, to provide settlement of those claims certified by 
the court through February 11, 1954. This estimate is to provide funds necessary 
for payment of the remaining claims. 
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JUSTIFICATION MATERIAL 


Mr. Crevencer. We will insert pages 2, 5, and 6 of the justifications 
in the record. 
(The information is as follows:) 


Crvit AERONAUTICS ADMINISTRATION 
Land acquisition, additional Washington Airport 
(Request: $16,297 for fiseal year 1955) 


Unobligated appropriation from prior fiscal years___._.....-.....-_-_- $774 
Appropriation available in fiscal year 1954___...-.-.---------------_- 37, 093 
Total available for obligation... 37, 867 
Cumulative obligations to May 31, 37, 833 
Cu” ulative expenditures to May 31, 37, 833 
Employment: 
Average number, current appropriation_______........---------_- 0 
amber invelved in this estimate... 0 


Actual employment May 31, 1954 


PURPOSE AND NEED FOR DEFICIENCY APPROPRIATION 


$16,297 for settlement of 10 claims in payment of land acquired under initial 
condemnation proceedings wherein the United States district court of Virginia 
rendered judgment in favor ot landowners for amounts in excess of funds deposited 
with the court by Civil Aeronautics Administration. 


GENERAL JUSTIFICATION 


Public Law 762, 8ist Congress, 2d session, authorized and directed the con- 
struction of an airport in the vicinity of the District of Columbia. 

After surveying 6 possible sites in Maryland and 6 in Virginia, a site was selected 
in Fairfax County near Burke, Va. The Department of Commerce then petitioned 
the United States district court to cordemn approximately 4,520 acres of land, 
4,200 for the airport and 320 for an access road from Shirley Highway. On 
October 1, 1951, the Department of Commerce obtained title by declaration of 
taking to approximately 1,031 acres of the condemned area involving 63 owners. 
Based on the total of the average fair value evaluations set by the five appraisers 
appraisers appointed by the court and the Department of Justice, $818,050 was 
deposited into the registry of the court. Final settlement was made with some 
owners at these fair value appraisal amounts. Others elected to appeal through 
court trials and an additional $31,275 was paid owners from available funds on 
demand of the court increasing obligation to $849,325 in final settlement. 
Approximately $149,050 was paid for physical survey of the sites and for admin- 
istration which accounts for all but $1,625 of the $1 million appropriation. 

The court has continued to review appeals and render deficiency judgments in 
favor of owners. Each of these deficiency judgments is submitted to the General 
Accounting Office. After review of the documents, the General Accounting Office 
issues certificates of settlement payable from the land acquisition appropriation 
“when appropriation shall have been made by the Congress.” 

Public Law 357, 83d Congress, appropriated $34,541, plus interest, permitting 
oe on all claims which had been certified by the court through February 

1, 1954. 

There remain 10 definiency judgments for processing. Information received 
from the Department of Justice indicates that the special commission appointed 
by the court to conduct hearing leading to final settlement for all property involved 
in the declaration of taking has awarded the remaining former owners a total of 
$16,331 which upon approval of the court will become additional defincienc 
judgments. When this amount for deficiency claims has been appropriated full 
settlement with 63 landowners can be accomplished and to this action the 
Government is already committed. 

The following tabulation itemizes the special data relative to individual claims 
invelve’, in this estimate: 
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Defi- 
Former owner one Certificate number/status 
claim 


Fred L. Fadely 93-10 $1,361 | 2235501 (GOA certificate of settlement). 
Daisy Bell Harris 93-54 1, 500 cr judgment in GAO for certificate 
Rufus Hamilton of settlement. 

Alma T. 8. Stocking 93-11 1,000 Do. 

Harry J. Harth | 93-59, 60 2,150 | Deficiency judgment in United States court 


for review. 
Howard O. Mason : 2, 500 
Nicholas Radford 1, 100 
Paul E. Seery 50-% 3, 750 
M. Wendell Shue = 1,750 
Lawrence J. Trumble 7 750 
James Henry Wright 50-9 470 


Mr. Cievencer. This, I take it, is in relation to the proposed 
airport in Virginia? 

Mr. Bearpsuez. Yes, Mr. Chairman. 

Mr. CLevenGcer. Have you any statement? 

Mr. Bearpster. Yes, Mr. Chairman. Do you wish to take up. 
- matter of the land settlement for the second Washington Airport 

rst! 

Mr. Yes. 

Mr. Brearpsiez. House Document 469. 

The amount of appropriation requested is $16,297 for the payment 
of deficiency judgments, together with such amounts as may be 
necessary for interest. 

The 81st Congress authorized the supplemental Washington 
Airport. Pursuant to that legislation the Civil Aeronautics Adminis- 
tration took steps toward condemning 4,520 acres of land. Title was 
obtained by declaration of taking on 1,031 acres involving 63 owners. 

The total appropriations made to date for that purpose were 
$1 million in the original appropriation, and subsequently $34,541 
for payment of deficiency judgments was appropriated by the 83d 
Congress. These appropriations have substantially all been expended. 

For deeds of title $818,050 has been paid; $32,900 has been paid in 
additional judgments awarded by the court, and $148,050 has been 
used for surveys and administration. 

There are now 10 deficiency judgments remaining for the tracts of 
10 landowners, where it is expected that the court will make awards 
in excess of the fair appraisal value heretofore deposited with the court. 
The requested appropriation is intended to settle those claims and give 
the Government clear title to all of the 1,031 acres thus far condemned. 

Mr. CLevencsr. Any questions, Mr. Rooney? 

Mr. Rooney. I was wondering, Mr. Chairman, since we have these 
1,031 acres owned by the Government out here in Virginia, what the 
administration is going to do about Burke Airport. Is it not about 
time some decision was made with respect to it? They have had the 
problem a year and a half now. 

Mr. Bearpster. Yes, sir. The legislation directing the Civil 
Aeronautics Administration to provide for a second Washington 
Airport is still on the books and the Administrator therefore has no 
alternative but to hold the land so far acquired for eventual airportr 
use, unless the Congress directs otherwise. 


46868—54—pt. 2-66 
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Mr. Rooney. Well, this administration has not asked for any funds 
since January 20, 1953, to complete the additional airport over here 
in Virginia. 

Mr. Bearpsutesz. That is right, sir. 

Mr. Rooney. Why? I am trying to find out why. Why are you 
sitting on this a year and a half, with 1,000 acres over in Virginia, 
and an additional airport urgently needed? 

Mr. BrarDsLer. The Department of Commerce is still negotiating 
with the Air Force looking toward the possibility of shared use of 
Andrews Field. 

Mr. Rooney. How many years do you suppose that will take? 
It has taken a year and a half now, has it not? 

Mr. Bearpsuez. I cannot say, sir. The negotiations are still in 
progress actively, but no decision has yet been reached. 

Mr. Roonny. What is the position of the Administrator of the 
Civil Aeronautics Administration with regard to this Burke Airport 
in these negotiations you speak of? 

Mr. Brarpsuex. I believe that the Administrator feels that the 
Burke Airport will be required unless suitable arrangements can be 
made for shared use of Andrews. 

Mr. Roonry. What is his position at the moment? That was a 
delightfully articulate answer, but what is his position at the moment? 
Is he for or against Burke Airport? 

Mr. Brarpster. That depends entirely on the possibility of being 
able to use Andrews. 

Mr, Rooney. You know, do you not, that his position all alon 
for some time, has been that ‘the site at Burke is the one that is needed? 
He was for the additional airport at Burke. Has he changed? When 
I say ‘‘Has he changed”’ I mean not only Mr. Lee but the Secretary of 
Commerce and the Administration. 

Mr. Brarps.er. I believe there is a possibility, Mr. Rooney, that 
if civil aircraft are permitted to use Andrews on a suitable basis that 
might satisfy the needs of the area. in lieu of Burke. 

Mr. Rooney. Do you not think this should be hastily resolved, 
after a year and a half? Either you are going to use these 1,031 acres 
or you are not going to use them. If you are not going to use them get 
rid of them, 

Mr. Brarpsteer. It has so far been impossible to reach a definite 
agreement on the matter with the Air Force. 


Tuurspay, 8, 1954. 
WASHINGTON NATIONAL AIRPORT CORPORATION 


Mr, CiLevencer. We have here a request for the Washington 
National Airport of $400,000 new funds, and also not to exceed 
$270,000 to be available for administrative expenses. 

The pertinent portion of House Document 468 will be inserted in the 
record at this point. 
(The information is as follows:) 
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WasHinGt0N NationaL ArrPorT CoRPORATION 


“For payment to the Washington National Airport fund, $400,000, to be available 
without regard to fiscal year limitations: Provided, That this paragraph shall be 
effective only upon the enactment into law during the Eighty-third Congress of legis- 
lation creating a Cor poration for the operation of the Washington National Airport. 

“The Washington National Airport Corporation is hereby authorized to make such 
expenditures, within the limits of funds available to such Corporation and in accord 
with law, and to make such contracts and commitments without regard to fiscal year 
limitations as provided by section 104 of the Government Corporation Control Act, 
as amended, as may be necessary in carrying out the budget programs submitted to 
Congress for fiscal year 1955 for such Corporation, but not to exceed $270,000, shall 
be available for administrative expenses, to be computed on an accrual basis: Provided, 
That this paragraph shall be effective only upon the eactment into law during the 
Eighty-third Congress of legislation creating a Corporation for the operation of the 
Washington National Airport.” 

This proposed appropriation is necessary to provide budgetary authorization 
for operation of the Washington National Airport in 1955 on a corporate basis, 
as recommended by the President in his 1955 budget message. An identical 
recommendation was made in 1949 by the Commission on Organization of the 
Executive Branch of the Government. 3S. 3435 and H. R. 9327, now pending 
before the Congress, would implement these recommendations and establish the 
Corporation as of July 1, 1954. 

The budget program for 1955 contemplates estimated revenues of $2,268,000 
and operating expenses of $2,857,000, resulting in a net loss, including deprecia- 
tion, of $589,000; excluding depreciation, there would be a profit. The planned 
program also proposes a $650,000 capital improvement program to provide 
necessary facilities to handle the increasing volume of airline operations at the 
airport. Expenditures resulting from accrued operating expenses and the capital 
improvement program will require an appropriation of $400,000. 


Mr. CLrevenGER. Is there a statement on this item, Mr. Beardslee? 

Mr. Bearpsier. Yes, Mr. Chairman. 

This estimate is a supplemental for the proposed Washington 
National Airport Corporation. 

Aircraft movements at the Washington National Airport have 
almost doubled during the past 10 years. During that same period 
passenger movements have increased more than five times. Specif- 
ically, there were 188,815 movements in 1953 serving 2,637,296 
passengers. It is estimated that in 1955 there will be 215,000 aircraft 
movements handling 3 million passengers. 

As this committee is aware, funds have been appropriated annually 
in the past for maintenance, operation, and improvement of the 
airport. Several years ago the Hoover Commission recommended 
incorporation of the airport, and subsequent studies by the Bureau 
of the Budget and the Department of Commerce led to the conclusion 
that the airport should be incorporated in order to provide greater 
flexibility in management, simpler fiscal control, and a sounder basis 
for appraising returns on the Government’s investment. 

Accordingly, this estimate provides for operating the airport in 
fiscal year 1955 as a wholly-owned Government corporation. The 
legislation to establish this Corporation is presently before the 
Congress as House bill 9327. 

Mr. Rooney. I noticed in the Congressional Record which was 
delivered this morning that the legislative committee has postponed 
this matter. Is that correct? 

Mr. Bearps.ec. I am not aware of that, sir. 

Mr. Moors. They postponed the hearings, sir. 

Mr. Rooney. Yes. For how long? 
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Mr. Moore. I think it was because we are having hearings in the 
House and in the Senate today. I think it was put off for that pur- 
pose. They have started taking testimony already on it. 

Mr. Bearpstee. You will note from pages 17 and 18 of the justi- 
fications that the total operating fund requirements are expected to 
amount to $2,027,600, of which $1,391,600 is for regular operations 
and maintenance; $270,000 is for administrative expenses; and 
$366,000 is for interest to be paid into the Treasury at the current 
rate of interest on long-term loans. Additionally, certain urgent 
capital improvements are proposed, consisting of a finger building and 
associated paving to provide 5 additional gate positions at the 
Terminal Building, in the amount of $340,000; 800,000 gallons addi- 
tional aviation gasoline storage, costing $200,000; 4 additional avia- 
tion gasoline and utility pits, costing $25,000; and an additional bag- 
gage room at the south end of the Terminal Building in the amount 
of $70,000. 

There are also miscellaneous equipment items including a replace- 
ment police patrol car, one wrecker frame, a floor-scrubbing machine, 
and other minor items in the amount of $15,000. 

The total operating fund requirements, therefore, are $2,677,600, 
which are proposed to be met by the use of operating revenues in the 
amount of $2,268,000, the sale of assets amounting to $27,500, and 
by this appropriation request in the amount of $400,000. 

It is estimated that an appropriation in this amount will meet the 
needs of the corporation during 1955 without allowance for an un- 
funded depreciation reserve of $829,400. 

The airport director, Mr. Griffin; the CAA deputy budget officer, 
Mr. Harper; are here and we will be glad to answer any questions you 
may have in more detail, Mr. Chairman. 


OPERATING EXPENSES 


Mr. Cuievencer. Why are the estimated operating expenses. 
$236,000 higher for 1955 than 1954? 

Mr. Brarpstexr. There are certain additional expenses resulting 
from the corporation form of estimate, including payment by the 
Corporation of civil service retirement costs, and additional costs. 
resulting from the operation of the Public Roads buildings which: 
heretofore have been operated by the General Services Administration. 

Mr. CLevencer. Does that account for the $236,000? 

Mr. Harper. Sir, that accounts for the $236,000. The $236,000 
increase that is arrived at on page 2-5 does not take into account the 
interest. That item of $1,661,600 does not have the interest in it. 

Mr. CLevencer. In other words, you have changed your whole. 
accounting system for the National Airport? 

Mr. Harppr. That is correct, sir. 

Mr. CLevenGcer. Before you get the legislation authorizing it? 
You are anticipating that, are you not? 

Mr. BrarDsLEr. "This estimate is submitted on the presumption 
that the legislation will be adopted by the Congress. 

Mr. Harper. The $236,000 is attributed to the additional positions 
as a result of the Public Roads, plus increased utility cost now being 
financed by General Services, as Mr. Beardslee referred to. 


A 


' 
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OPERATION OF PUBLIC ROADS BUILDING 


Mr. Cievencer. Public Roads? What about the additional 
positions resulting from that? Just give us a little more information 
on that, please. 

' Mr. Bearpster. The guards and maintenance personnel for the 
Public Roads Building have heretofore been provided by the General 
Services Administration, and in taking over that building here we 
contemplate employing 5 additional mechanics, 5 policemen and 
12 laborers for utilities and building maintenance. 

; — CLEVENGER. Just how do these come into the picture of avia- 
tion 

Mr. Brarpsteez. The building is not directly associated with the 
Washington National Airport, but it is on Washington National 
Airport property and its heat is supplied from the airport heating 
system. It seems advantageous to treat it as part of the total prop- 
erty for effective operation. 


REVENUES 


Mr. CLevenGcerR. What is the increase in the estimated revenue? 
Mr. Harper. $373,000, sir. That is the increase of 1955 over 
1954, sir. 

Mr. CLEvENGER. What was the actual revenue for fiscal years 1954, 
1953, and 1952 as compared with the estimate? 

Mr. Harper. Sir, we have actual revenues of 1953 of $1.8 million. 
1952 we do not have available. 1954 is estimated to be $1,895,000. 
We can furnish 1952 for the record. 

Mr. Cievencer. All right; do so. 
Mr. Grirrin. 1952 was $1,644,624. 


ADDITIONAL AIRPORT 


Mr. CLEVENGER. In case of an additional airport either at Burke 
or at Andrews Field, is it contemplated that this new corporation 
covers both fields and makes 1 operation, or would you set up 2? 

Mr. Harper. The legislative proposal will not permit us to take 
over the second airport. There would have to be additional legislation 
to incorporate an additional airport. 

Mr. Cievencer. If you did not you would have quite a lot of 
additional expense of operation, vane 2 you not, with 2 corporations 
instead of 1? 

Mr. Harper. Yes, sir. It could be written to have one corpora- 
tion, but it would take action by Congress to do that, sir. 

Mr. Cievencer. In fact, this all is in anticipation of incorporation, 
anyway. If you are not incorporated have you asked for a sufficient 
amount of funds to operate the present airport during fiscal year 1955? 

Mr. Bearpster. No, Mr. Chairman. If the legislation providing 
incorporation is not passed by the Congress another estimate on the 
noncorporate basis will be submitted. 

Mr. CLevenGcer. Have you any questions, Mr. Coudert? 

Mr. Coupert. No, Mr. Chairman, not at this point. 

Mr. CLevencer. Mr. Rooney? 

Mr. Rooney. I do not, Mr. Chairman. 
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Mr. Cievencer. I believe that finishes your presentation. You 
had just the two requests? 

Mr. Brearpsuer. Yes, sir. Thank you very much, sir. 

Mr. Harper. Thank you. 


Fripay, 2, 1954. 


WerEATHER BurREAU 


WITNESSES 


JAMES C. WORTHY, ASSISTANT SECRETARY (ADMINISTRATION) 
JOHN T. MOORE ACTING DEPARTMENTAL BUDGET OFFICER 
F. W. REICHELDERFER, CHIEF OF BUREAU 

RUSSELL C. GRUBB, BUDGET OFFICER 


ESTABLISHMENT OF WEATHER SERVICES AT COLD BAY, ALASKA 


Mr. CLevencer. The next item we have here is for the Weather 
Bureau, and is a mnppneesten request for $175,000. 

We will insert in the record the pertinent portion of House Document 
454. 

(The information is as follows:) 


“WEATHER BUREAU 


“SALARIES AND EXPENSES 


“For an additional amount for ‘Salaries and expenses’, $175,000.’” 
is proposed supplemental appropriation is to provide for necessary meteoro- 
logical observations and services by the Weather Bureau at Cold Bay, Alaska. 


JUSTIFICATION MATERIAL 


Mr. Cievencer. We will ulso insert in the record pages 9 and 10 
of the justifications. 
(The information is as follows:) 
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WeraTHER BuREAU 
Detail of obligations by objects of expenditure 


(Supplemental estimates, fiseal year 1955) 


| ber of | 
posi- 
| tions 


| Reeur- 
ring cost 


| Fiscal | 
| 


Grade Salary | 


01 Personal services (field only, full-time permanent): | 
Meteorologist (in charge) S-11_| $5, § | 2 $5, 940 
Meteorologist -| 5,06 , OF 5, 060 
Maintenance technician .| 5,06 } 5, 060 

25, 230 25, 230 


41, 290 | 


Payments above 52-week base: 
Extra day in excess of 52-week base 
Overtime (6-day week) 
Territorial differential 
Holiday 


Total personal services, net..............-.--.------- } 
Transportation of things 
Other contractual services 
Supplies and materials 2 
Taxes and assessments 


Total, all objects 75, | 123, 130 


1 Staffing = 1 position to cover liquidation of annual leave and provide coverage for travel time of 
replacement sta’ 


EXPLANATION OF REQUIREMENTS 


Personal services: The staff will include personnel qualified for specialized pilot 
briefing and preparation of flight forecast fol’crs for international flights, based 
on primary analyses and route and terminal forecasts to be furnished by the 
main meteorological office at Anchorage, Alaska, plus local forecasting. Other 
staff members incluce observer-briefers to assist in pilot briefings (international 
and local) and to obtain all surface and upper-air observations, plus a mainte- 
nance technician to service the automatic electronic Cirection finding GMD-1A 
type equipment. Staff complement allows 1 position to liquicate annual leave 
and to cover travel time of personnel replacements uncer a 1 year rotation plan 
for all subprofessional employees. 

Travel: Transfer of 12 employees, including dependents (6 in end 6 out each 
year) plus travel, installation, inspection, and training of observers. 

Transportation of things: For shipment of employees’ household goods, helium 
eylineers for upper-air observations, instrumental equipment, and expendable 
supplies for making observations. 

Other contractual services: Nonrecurring costs for installation of instrumental 
equipment, and recurring cost of maintenance of office and living quarters, plus 
all utilities for both uncer a reimbursable contract with CAA. 

Supplies and materials: Totally recurring cost of expendable supplies for 
observations, and miscellaneous noninstrunental supplies such as office stationery, 
maps, charts, teletypewiiter paper, automctive accessories. 

Equipment: Nonrecurring cost of procurement of surface ant GMD-1A 
upper-air observational eauipment and plastic dome shelter for GMD-—1A. 

Taxes: Employer’s contribution to Federal Insurance Contribution Act. 


Mr. CLevencer. Do you have a facility in operation there now, 
Doctor? 

Mr. RetcueLperFrer. We have nothing there at the present sir. 

Mr. Cievencer. For whose benefit will this operate? 


| cost 

Total staff at base 9, 41, 290 

cin 5, 085 | 5, 085 

02 6, 080 

03 8, 880 

09 44, 600 2, 035 
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Mr. ReicHeLpERFER. It is to provide weather for this northern 
air route. This comes as a requirement from the Civil Aeronautics 
Board and the CAA. 

Mr. CLevenceER. Now will you discuss these figures in the request 
and give us a general statement of the need. 


GENERAL STATEMENT 


Mr. Reitcne.perrer. The Weather Bureau received notification of 
this requirement for weather service just a short time ago, and we 
have estimated the minimum staff and equipment necessary to pro- 
vide observations for aviation, and synoptic observations each 3 hours 
and each 6 hours that fit into the weather maps. These 3-hour and 
6-hour observations are in more detail and give information for draw- 
ing complete charts. 

In addition, there are two upper air soundings a day. Now, perhaps 
this upper air sounding operation is the most important for the im- 
mediate purposes of the route. The airway over the North Pacific 
crosses through or runs along the usual position of the jet stream in 
many cases. 

I think a chart will show a great deal more than I can say in many 
words, as to the importance of upper air soundings at that point, 

Here is 1 day’s weather map for the North Pacific and the United 
States. Here is the pole up here. This shaded part represents the 
so-called jet stream. 

I think you already know that this is a veritable river in the air, 
sometimes with velocities as high as 250 or 300 knots, although 
usually much less. In the wintertime its velocity is usually somewhere 
between 75 and 100 knots. 

It is a difficult matter to plan navigation in conditions of that kind, 
because the position of the jet stream shifts. Part of the time it may 
be over middle latitudes, at 40° or 45°, and at other times 
it is far north, as it is here. When the jet stream reaches velocities 
of 100 knots or more then it becomes very critical; because there is a 
great difference in the flight plans and in the loading of the aircraft; 
so it is absolutely necessary to know whether any given flight will 
encounter the jet stream or not. 

Mr. CLevencer. Is Cold Bay an ideal place for weather observa- 
tion? 

Mr. ReicHevperFer. It is not the place we would select if we were 
setting this up purely for meteorological purposes. We would select 
a place closer to mid-Pacific, but for reasons that Mr. Lee explained, 
Shemya is being abandoned, so while Cold Bay is not ideal for weather, 
it is a facility that seems to be necessary. 

Mr. CLevenGcer. Would you say it is ef great importance in weather 
forecasting? 

Mr. Retcuevperrer. For the route it is; yes. 

Mr. CLevenGcer. For weather information at large for the country, 
it is not important? 

Mr. ReicuevperFer. It will be helpful, yes. I could not put it at 
top priority for that purpose. ‘Our plans at Cold Bay provide for the 
observations that I have mentioned. The station will “ staffed with 
9 men; 5 men for maintaining the continuous observational watch with 
4 shifts daily, and 2 men for flight briefing, and 1 electronics mainte- 


. 


1047 


nance man, and the other to have general supervision and to fill in for 
one reason or the other. 

Mr. Cievencer. Will your cost each year be as high as $175,000? 

Mr. Rercuevperrer. That is the initial cost. It will be reduced 
by about $50,000 the second year. The recurring cost will be about 
$125,000. I believe this just about completes the story. The require- 
ment is primarily in connection with this route. 

Mr. Roonsy. You ought to be able to absorb this in your regular 
budget. 

Mr. RetcHe_pDERFER. We wish that we could. 

Mr. Rooney. What is your present total budget? 

Mr. RetcuetperFrer. This year $24,750,000. 

Mr. Rooney. I am talking about saving only $175,000. 

Mr. RetcHeLperFeER. Yes, but we have cut to the bone. I think 
we are in worse shape than any other agency. We have had a hard 
time keeping within the allowance that the House gave us. 

Mr. Cievencer. Did the committee give you what you asked for? 

Mr. ReicHetperRFEeR. You gave us what we asked for. 

Mr. CLevENGER. I have been blamed for everything, for eggs not 
hatching, and yet in 26 of these requests we never cut a red cent. 
Some of the letters that I have received have been pretty nasty; 

et we have given you just exactly what you and the Secretary asked 
or. 

Mr. ReicuevperFer. We figured very closely. 

Mr. CLevencerR. You should. 

Mr. ReicHeLpEerRFEeR. We expected savings from consolidations 
that we have not been able to accomplish for one reason or another. 
In addition to that, we did not take into account increases in com- 
munication rates, transportation rates, and other increases entirely 
outside the control of the Bureau, amounting to about $400,000, so I 
am not exaggerating when I say that we are really in very serious 
condition this year. 

Mr. Cievencer. I just wanted it in the record that it was not the 
House Appropriations Committee that caused any distress, if you 
have any. We gave you exactly what was requested. 

Mr. Rercueiperrer. You have been very kind to us and it is not 
the fault of the Congress. 

Mr. Rooney. Not only very kind, but very generous. 

Mr. ReicHevperrer. Yes, you have, sir. 

We do have greatly increasing demands and requirements. 
Although the increase for the Bureau, percentagewise, in the last 
10 or 15 years has been large, it has not been as large proportionately 
as the increase in demands and costs. 

Mr. Cievencer. There are increasing demands from our tax- 
ayers out in our districts that we save more money and get a balanced 
udget. That is what we want. We not only have to pass that 

demand on, but we have to insist there be an economic operation. 

Mr. Retcueiperrer. We have cooperated in that. We did not 
anticipate the increases in costs and we have cut more than we should. 

Mr. CLEVENGER. But the smoke goes up the chimney just the same. 

Mr. RetcueLperrer. We have a very important responsibility in 
furnishing weather information for protection of life and property. 
Our tornado warnings have been directly instrumental in saving many 
lives. For example a schoolhouse was evacuated purely on the basis 
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of warnings and the schoolhouse was demolished. That is just one 
instance. We have not had increases for research and dovdinenen 
that has resulted in these improved tornado and other storm-warning 
“services. 

Mr. Cievencer. Thank you very much. 


Tuurspbay, 8, 1954. 
BusINESs AND DEFENSE SERVICES ADMINISTRATION 


WITNESSES 


LOTHAIR TEETOR, ASSISTANT SECRETARY (DOMESTIC AFFAIRS) 

CHARLES F. HONEYWELL, ADMINISTRATOR 

WALTER W. SCHNEIDER, CHIEF, CONSTRUCTION STATISTICS 
BRANCH, BUILDING AND MATERIALS CONSTRUCTION DIVISION 

PHILIP G. ASHER, BUDGET OFFICER 

JOHN T. MOORE, ACTING DEPARTMENTAL BUDGET OFFICER 


CONSTRUCTION STATISTICS PROGRAM 


Mr. CLevencer. We will now take up the request for the Business 
and Defense Services Administration. The request is for $1 million 
additional. 

The pertinent portion of House Document No. 467 will be inserted 
in the record at this point. 

(The information is as follows:) 


“Bustmngess AND DEFENSE SERVICES ADMINISTRATION 
“SALARIES AND EXPENSES 
“For an additional amount for ‘Salaries and expenses’, $1,000,000.” 
Mr. CLevenGcer. We will also insert in the record pages 30 through 


35 of the justifications. 
(The information is as follows:) 
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BusINEss AND DEFENSE SERVICES ADMINISTRATION 


Summary of requirements 


| 
| 
| Housing 
vacan- 
cies 


Building | Materi- 
materiels| als re- 
produc- quire- 
tion ments 


Newecon-}| Altera- 
struction | tions and 
activity | repairs 


EMPLOYMENT 


Total number of permanent positions: 
Departmental. 


OBLIGATIONS 


Personal services: 
Permanent $111, 000 $50, 000 
Temporary positions 10, 200 |... K 12, 700 


16, 200 6, 600 
‘Communication services. 1, 900 
Printing and reproduction 3, 300 
Other contractual services 7, 000 
Services performed by other agencies: 
Bureau of the Census 25, 000 7 ie 490, 000 
250, 000 250, 000 


Supplies and materials 
Equipment 
‘Taxes and assessments 


Total other objects 308, : 272,100 | 58,200 | 10,100 | 140, 000 


1, 000, 000 


Total requirements. __- 429, 500 | 281, 900 | 75, 800 | 72, 800 | 140, 000° 


DETAIL OF REQUIREMENTS 


Personal services (average number positions, 46), $211,300. 

The supplemental appropriation estimate provides for an additional 42 full- 
time positions and the equivalent of 8 part-time positions, for an average of 46 
positions at an average cost of $4,593 per position, to cover the increased workload 
of the construction statistics program which was not included in the original 
estimate. The requirements by projects are as follows: 


New construction 


Clerical time to assemble data on contract awards for large projects from 30 
news sources covering 35,000 projects, list on record cards, assign classification 
‘codes, prepare mail questionnaire forms (5,000 projects), edit schedules and 
summarize machine tabulated results, 16.1 man-years. 

Professional and supervisory staff to develop program plans, sampling and 
estimating techniques, operating instructions and manuals, supervise data collec- 
tion and summarization, appraise adequacy of results and analyze for publication, 
6.6 man-years. 

Field staff to follow up on important nonrespondents in securing progress 
reports on new projects and expenditure patterns of completed projects, 3.8 man- 
years. 


Alterations and repairs 


Professional time to analyze, adjust and assemble quarterly data from regula- 
tory agencies and private companies covering public utilities, 1.8 man-years. 
Building materials production 

Professional staff to direct compilation of historical data from census and other 
records, develop methodology for seasonal indexes, prepare correlation studies of 
material use with construction activity, supervise current index computations, 1.5 
man-years. 

Clerical time to summarize material product and shipment data from primary. 
and secondary sources, compute indexes, averages, correlations, ete., 2.2 man- 
years. 


| | 
‘Full-time equivalent of all other positions. 1.0 8 
Average number of all employees. 26.5 1.8 3.7 46 
$185, 000 
26, 300 
900 | 100 100 500 1, 600 
8, 400 | 300 | 400 6, 000 
600 50 50 | 300 1, 000 
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Materials requirements 


Professional and supervisory staff to investigate the usefulness of secondar 
source data, establishing criteria for selection of classes of construction and proj- 
ects to be covered, and directing the compilation and analysis for public release, 
1.9 man-years. 

Clerical time in summation of data from primary and secondary sources, com- 
putation of amounts of material used by class of construction, preparation of 
material use patterns per million dollars of construction, 4.5 man-years. 

Professional staff to arrange for and direct the compilation of data from Federal, 
State, and local governments, architects’ and builders’ offices in the field, 3.8 man- 
years. 

Clerical time in the field to transcribe material-use statistics from governmental 
and private company records, 3.8 man-years. 

Services performed by other agencies, $740,000. ; 

The activities to be performed by other agencies are consistent with their normal 
statistical service functions. The data collection activities will be conducted 
within the framework of their existing departmental and field organizations. 

It is proposed to transfer to the Bureau of the Census $490,000 to perform work 
in the following four major areas: 

1, Production of building materials. 

2. Expenditures for alterations and repairs. 

3. Residential vacancy rates and characteristics. 

4. Small new construction projects by state and local governments. 

It is proposed to transfer to the Bureau of Labor Statistics $250,000 to perform: 
work in the following major area: 

5. Small new private nonresidential construction projects. p ' 

Two series (1 and 4) will be obtained primarily through established nationwide 
samples covering separately state and local governments and producers of building 
materials. Series 5 will be obtained through a new nationwide sample. : 

Data collected on residential vacancy rates and characteristics (series 3) will 
provide a semiannual series obtained through direct enumeration of dwelling units 
within metropolitan areas and in such additional areas as are necessary to provide 
national data. . 

The series of expenditures for alterations and repairs (series 2) will provide in- 
formation to reflect expenditures for maintaining the existing stock (inventory) of 
various kinds of properties. The data will be collected by field enumeration using 
established sampling techniques. 


All other objects, $48,700 
This estimate covers the following types of services: 


Printing and reproduction 

Other contractual services 

Supplies and materials 

Equipment 

Taxes and assessments 


Travel.—The estimated requirements are as follows: 

(a) Functional travel: An average of two trips per month of 3 days each with 
a transportation cost of $62.50 per trip. Twenty-four trips ($27 per diem plus 
$62.50 transportation) = $2,145 rounded $2,100. 

(b) Collection of data travel: It is estimated it will require approximately 20 
trips per month for an average of 5% days each with a transportation cost of $40 
foe trip. 250 trips x ($49.50 per diem plus $41 transportation) = $22,625 rounded 

,500. 


Communication services.—It is estimated postage for approximately 54,000 
pieces of mail will be required plus the normal telephone costs incidental to addi- 
tional staffing of 42 positions at an average cost of $2.75 per month per position. 


Penalty mail, 54,000 pieces < $0.03 
Telephone charges, 42 positions X 12 months X $2.75 


| 

3, 000 
5, 500 
7, 000 
1, 600 
6, 000 
1, 000: 
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Printing and reproduction.—The printing requirements are estimated as follows: 
Record cards 


Other contractual services.—It is estimated it will require approximately $7,000 
for subscriptions to various construction reports and services. 

Supplies and materials.—It is estimated that it will require $36 per man-year 
for supplies. 


45 man-years X $36 = $1,620. 
Round $1,600. 


Equipment.—It is estimated it will require on an average of $143 per position 
for equipment. 


42 positions X $143 = $6,006 
Rounded $6,000 


Taxes and assessments.—It is estimated that the Federal old-age and survivors 
insurance trust fund will amount to approximately 0.5 percent of the personal 
service costs. 


Mr. CLEVENGER. Have you a statement for the record, Mr. Teetor? 

Mr. TrETor. Yes; we have a statement, and I would like to com- 
ment on the statement. I believe the statements have already been 
given to the committee, and you have a copy. y 

Mr. CLevencer. We will insert your prepared statement at this 

int. 

(The statement is as follows:) 


I am appearing before you today to present a request of the Department of 
Commerce’s Business and Defense Services Administration for a supplemental 
appropriation of $1 million to carry out a construction-statistics program. 

The regular appropriation estimates for the construction statistics program for 
fiscal year 1955 were prepared during the period April—July 1953. The largely 
unforeseen change in the general economic conditions which have occurred since 
then did not begin to erystallize until after the submission of the annual estimates 
for fiscal year 1955. This change in economic conditions was probably first given 
official recognition in the Economie Report of the President in January 1954 when 
it was stated that: ‘In the second half of the year there was a slight contraction 
in business leading to unemployment in some localities.’”’ 

As a result of this change in general economic conditions, the administration, 
also in January 1954, adopted as part of its program certain measures to strengthen 
Sue ene. These were also set forth in the Economie Report of the President 
as follows: 

“To protect and promote economic stability we should take bold steps * * * by 
granting broad discietionary authority to the Executive to alter, within limits and 
appropriate to changing circumstances, the terms of governmentally insured loans 
and mortgages; by establishing a secondary home mortgage market; and by making 
improvements in the planning of publie-works programs.” 

The antirecession measures highlighted above require for their successful imple- 
mentation more accurate and timely construction statistics, and therefore they 
have a direct impact on the funds required for the construction-statistics program. 

Measures to strengthen the economy require the provision of additional funds 
this vear for the construction statistics program because: 

1. Construction expenditures are, in themselves, a strategic factor in the bus- 
iness cycle, and therefore the volume of construction is an important indicator 
of changing economic conditions. 

2. Any possibility—even though remote—of an increase in the number of 
localized areas of critical unemployment by this next winter requires data to 
show where there might be need for local public works programs, and the volume 
of construction in such areas. 

3. Government aids to housing and public works programs cannot be accelerated 
successfully without accurate statistics on the going volume of construction in 
these se ;ments. 
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The construction industry has assumed a central role in our economy and in our 
thinking about the maintenance of prosperity and stability of employment. The 
construction industry is leading all other sectors of our economy. Despite some 
weakness in other activities, construction work has continued to expand and the 
indications are that it will break all records in 1954. 

Construction is a $50 billion industry. It accounts for nearly 15 percent of the 
gross national product. Total construction activity (new construction and 
alterations and repairs) even exceeds the total value of farm receipts of $31 
billions. Construction provides for the employment of about 4 million persons 
directly in work at the site, and, indirectly, for about 4 million additional workers. 
The total construction employment of at least 8 million is roughly 13 percent of 
the total employment in the country. Moreover, the investment volume repre- 
sented by construction activity is generally recognized to be a strategic factor in 
the business cycle. 

Because of all of the above reasons, therefore, in order for the Government to 
be “alert and sensitive to economic developments,” accurate and timely con- 
struction statistics are indispensable. They are indispensable to the Govern- 
ment in making sound public policy decisions on a number of all-pervasive matters 
such as antirecession measures and public works programing, and they also 
would assist industry to exercise its initiative in a manner to facilitate a high level 
of production and employment. 

In spite of their importance, however, we have ample evidence that available 
construction statistics are, to a large degree, inaccurate and incomplete. The 
unknown margin of error between the “facts” and the reported volume of construc- 
tion activity may be such that, at a critical juncture in current economic develop- 
ments, Government and industry do not have reliable and adequate information. 
The inadequacy of the presently available construction statistics, resulting from 
budgetary limitations, are widely recognized. For example, the housing and 
construction panel of the Intensive Review Committee of the Bureau of the Census 
appointed by the Secretary of Commerce stated that: 

“Finally, the panel recognizes that appropriations for basic and current housing 
and construction statistics have been sharply reduced for several years to the 
point that available data are unquestionably inadequate and, in fact, a threat 
to the formulation of sound public policy.” 

But let me assure you that everyone in the Commerce Department knows that 
accurate and timely construction statistics are of vital importance. It is just a 
question of getting adequate resources to do a difficult and complex job. 

In closing, I should like to quote a passage from a report of the Intensive 
Review Committee to the Secretary of Cccamnanee relating to statistical needs of 
a free society: 

“A free society is dominated by individual motivations and actions. Freedom 
of choice is its hallmark. Freedom of choice of occupation and career; freedom of 
entry in business; freedom to buy or not to buy and freedom as to what to buy; 
freedom in the management of our farflung business system; and all the other 
freedoms of choice that mark our liberties. 

“These very freedoms impose on us the necessity for widespread information. 
As a free society we are dependent for our well-being and growth on the result 
of these individual motivations and actions. They must be informed motivations 
and actions if their result is to promote the general welfare. 

“Decisions there must be—innumerable ones every day and every hour—in the 
functioning of our economy and in the functioning of our many-sided society. 
Every one of these decisions must be based on information—good or bad. In the 
main, they can be no better than the information on which they are based.” 

Mr. Textor. As you know, the Commerce Department through 
the Census Bureau and the Office of Business Economics and BDSA 
keeps many of the vital records of this country. Actually it is the 


ournal and the ledger of this Nation which is kept in the Commerce 


We are finding gaps in this record, gaps that need to be filled up. 

The subject today is about one of those gaps, which is the necessity 
for improving the construction records. That is the great building 
industry of this country. It includes residential, commercial, State 
and local public building, Federal building, roads and bridges, dams, 
conservation projects, and repairs and additions. 
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The plans for getting these figures together and getting reliable 
figures have been discussed with the Bureau of the Budget and with 
the Bureau of Labor Statistics. They have been studied by the 
Bureau of the Budget. We have had several meetings with them. 
It has recommended a $1 million appropriation for this purpose. 

We have in BDSA a. Building Materials and Construction Division. 
That Division has been in being for 9 months. It has been functioning 
as a good operating Division for about 6 months. We are finding, 
as we try to give a service to this construction industry, and to the 
Government agencies about the construction industry, that our records 
or figures on the construction industry are completely inadequate 
and frequently inaccurate. 

Mr. Coupertr. Mr. Chairman, could I interrupt at this point? 

Mr. CLeveNGER. Yes, sir. 

Mr. Couprerr. What is the present budget of that Construction 
Division, and what is the personnel employed? 

Mr. Trrror. Mr. Honeywell or Mr. Asher? 

Mr. Asner. The present employment of that Division is 20, sir, 
of which 8 are working on construction statistics. 


STATE AND LOCAL STATISTICS 


Mr. Coupert. Is not every construction project in every State 
required to clear with local authorities and get a certificate of 
some sort? 

Mr. Teetor. No, I do not think so. 

Mr. Coupert. It is true in the State of New York, is it not? 

Mr. Honrywe ... It is true only in certain metropolitan areas, sir. 

Mr. CLEevENGER. It is true in the State of Ohio, is it not? 

Mr. Honeywe vt. Not with respect to farm construction and certain 
types of construction. 

Mr. Cievencer. You know, Mr. Honeywell, in this morning’s 
report from Ohio they show that the general retail business is down 2 
percent, but for the lumber and building industry, which is going so 
well, there is an increase of 6 percent. We get that report every 
month from the secretary of state, because of the sales tax. 

It seems to me we might be getting our fingers into one which is 
doing pretty well under the private enterprise system. It might do 
it an injury instead of a good. 

Maybe i am old fashioned, but I never like to interfere with some- 
thing that is doing well. 

Mr. Trerror. This will not interfere with the industry. These are 
figures that this industry needs. Not only does the industry need 
them but the Government needs these figures. We need to know 
what is going on in Ohio and New York and California and Texas. 
The figures that are available are available usually in metropolitan 
centers, where they are forced to take out building permits. 

Mr. CLEvENGER. You cannot build a chimney on a house, or make 
an improvement in the electric system, in my little town of 7,000-—— 

Mr. Terror. You can in mine. 

Mr. CLevencer. Without getting a permit. 

Mr. Tretor. You can in my little town. 

Mr. CLevENGER. You cannot do it in mine. 
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Mr. Terror. There are many towns and cities of very good size 
-all over the United States where that is not true. Now, Ohio probably 
has those laws. They usually are city ordinances. But they are not 
uniform all over the United States. They cannot be relied on. 

Mr. CLevencer. What is wrong with that? 

Mr. Terror. What is wrong with what? 

Mr. CLevencer. As long as the thing is healthy and growing and 
business is good, what is wrong with it? 

Mr. Trrtror. Let me come to that a little Jater; may I? 

Mr. CLevencer. All right. 

Mr. Treror. As I said, the records that we have of this industry 
-are inadequate and they are not accurate. It is the largest industry 
in the United States. That is the thing I did not know when I came 
down here. I knew the construction industry was large, but I had. 
no idea how big it was. It is a $40 billion to $50 billion industry. 
We do not know much closer than that, but it may be as large as a 
$50 billion industry, and it is certainly a $40 billion industry. 
Whether that industry goes up or down has a great deal of effect on 
the economy of this country, greater probably than any other industry. 
It is a very important industry. 

Compared to agriculture, agriculture is omy a $31 billion industry. 
Here is one that is considerably larger. 

Mr. Cievencer. With the Government fiddling in that, it has 
certainly done no good. It has it in bad shape. 

Mr. Terror. We have very good records, however, on agriculture. 
As long as there is Government planning in agriculture we had better 
have very good records in agriculture. 

Mr. Roonnry. We are going to have a full census of agriculture, a 
$16 million census? 

Mr. Terror. That is right. 

Mr. CLevenGER. $16 million. Why, that is only a part of the cost. 

Mr. Terror. It employs 7 million to 8 million people, this con- 
struction industry. That is 12 percent of the labor force, and it is 15 
percent of the gross national product. That gives you some idea of 
the extent and size of this industry; and yet we do not have any 
reliable figures on this industry. 

Mr. Cievencer. Do you contemplate, Mr. Teetor, moving into 
the licensing and permit field eventually in the building industry? 

Mr. Terror. Oh, no. 

Mr. Curvencer. You know, I was on the Agriculture Committee 
for 7 or 8 years before I went on this committee, and if there is any- 
thing that sent shivers up my spine it was Government planning, 
because I have seen disaster follow it. These surpluses which you see 
piled up are a result; it was planned that way. 

Just for the life of me, I pray that you will not get into the business 
of trying to regulate and plan this industry. Let us let some American 
initiative and the right to plan be free. Let us not move into that 
field, even if you do move into the statistical field. 

Mr. Treror. I would say everyone in the Commerce Department 
agrees with you 100 percent on that, from the Secretary on down. 

at is one thing we emphasize. We do not want to regulate. We do 
not want to control. But we do have to have the records so that 
people can do their own regulating and their own controlling. 
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Mr. CLEVENGER. I expressed the fear in another committee that I 
am not so sure that the Department has the same objective that the 
Congress has. 

Mr. Teeror. The Commerce Department? 

Mr. CLevenGcer. Yes. 

Mr. Treeror. We have a lot of industry meetings. These indus- 
tries come in from all over the United States; representative people 
from these industries. In our introductory talks that is one of the 
things we emphasize first, that we do not have any desire to regulate 
or control; that most all business problems must be met and handled 
and worked out by the industries themselves, but there are a few 
things that we may be able to help with. 


COORDINATION WITH THE BUREAU OF LABOR STATISTICS 


Mr. Cievencer. Do you know whether the Labor Department 
asked for an appropriation for labor statistics or not? Here is $250,000 
for the Bureau of Labor Statistics. Is that a new venture in Com- 
merce, or is it a duplication of what Labor does? 

Mr. Rooney. That is for the Department of Labor, Bureau of 
Labor Statistics. 

Mr. Teetor. That is the Department of Labor. I do not know 
about that, Mr. Chairman. 

Mr. Rooney. There is a requested additional amount for salaries 
and expenses for the Bureau of Labor Statistics, Department of Labor, 
$110,000. Is that what you refer to, Mr. Chairman? 

Mr. CLevenGcerR. No. There is something new added here. 

Mr. Treetor. Wait a minute. I know what you are talking about 
now. 

You mean in this A Rong we are talking about. 

Mr. Rooney. In this request for $1 million there would be trans- 
ferred to the Bureau of Labor Statistics of the Department of Labor 
the amount of $200,000? 

Mr. Txetor. $250,000 will be reimbursed to the Bureau of Labor 
Statistics, for services to be rendered to the BASA. There is no 
duplication in any of this job. That has been worked out very care- 
fully with the Bureau of Labor Statistics. 

Mr. CLevencer. Then there is an additional item before another 
subcommittee of $110,000? 

Mr. Treror. That is right. That is for other figures. 


BALANCING THE BUDGET 


Mr. CLevencer. Once more I want to make an inquiry. Has the 
Department of Commerce completely reversed itself on economy in 
the operation of this thing, and striving for a balanced budget? 

Mr. TeerTor. No, sir; we have not reversed our feeling about that. 
We are striving for a balanced budget just as much as you are. 

Mr. Roonery. Oh, no. 

Mr. TretTor. But there are some essential figures. 

Mr. Rooney. Oh, no. No. That was completely an overstate- 
ment. 

Mr. Treetor. I would say we are just as much interested in econ- 
omy as anyone in Congress. I think our record shows 
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Mr. Rooney. I challenge that statement, too. 

Mr. Teetor. Our record shows we have constantly reduced expend- 
itures in the Department of Commerce. 

Mr. CLEevENGER. Who caused some thought on that? This sub- 
committee caused you to look about and find some ways of saving 
money. 

Me Tee I think the Secretary has done quite a lot of looking 
himself to see how money could be saved in the Department of Com- 
merce, and he has made a number of savings in the Department, but 
we have a job to do and you expect us to do that job. 

Mr. CLevenGER. Do you have the slightest idea of the pressure 
released on us every time you — your minds down there on 
everything? For instance, to get out of your section and into another 
one, it was not our idea to cut the Bureau of Patents. We went along 
in 26 cases giving you the figure you asked for in the budget. 

I was chided by my friend over here, and I did not blame him for 
doing it, because he is a Democrat, and I probably would have done 
the same thing if it had been a Democratic administration. 

Here quite suddently comes a general rain of supplementals, and a 
request for high grades, the 16’s, 17’s, and 18’s. Many of those men 
are paid more than any man in Congress, who has to pay his election 
expenses and keep up two homes and all that goes with it. They are 
getting so they look down their noses at just a poor Congressman 
sitting over here losing money. Practically every one of them is. 

I have just one objective, and that is to stop the shrinkage in our 
dollar. it it is 42 cents, I do not want it to go down to 35. Yet you 
move into this field and you are starting to sell the country something. 
I get this from business. On a lot of this stuff you are trying to stimu- 
late the request for it. You are having meetings with them, trying 
to stimulate a demand and a request for doing ee things. 

Mr. Terror. In what way are we trying to stimulate requests? 

Mr. Cievencer. Even the chamber of commerce, which used to 
be on our necks to get a balanced budget, is now on our necks to open 
nd aporeeenane or everything under the sun. I confess I am con- 
used, 


Mr. Roonry. Mr. Chairman, I might remind the Secretary of the 
fact that we did not hear from either him or penta Weeks when the 
a 


other body added $1 million to the money for the Patent Office, over 
and above the amount they requested from us; and when they added 
$1.2 million to the CAA appropriation over and above the amount 
ye was sufficient. I did not hear your voices at that time 
at all. 

Mr. CLevencer. There was $1 million increase for this BDSA in 
the last Senate bill. I just challenge you to show me a going program 
you have down there which justifies these increases. 

Mr. Terror. We would be glad to show you the BDSA program 
if you would come down and go through it with me. I would be very 
glad to explain that whole program to you, and the Census program 
and also the program of the Office of Business Economics. ose 
are my three divisions. On these other divisions, you will have to 
talk to them. 

Mr. CLevencer. Why did you not have this in your original bud- 

afer you brought it up here, in an orderly way, so that we could 
at it? 
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Mr. Tretor. Let me tell you about that. 

Mr. Cievencer. There is one thing I want you to remember: 
Appropriations and taxes start in the House of Representatives and 
not over in the Senate. 

Mr. TeetTor. You asked me to tell you why we did not put this in 
the original budget. This original budget for this year was passed 
through our hands and passed out of our hands about last September. 
We are pretty new in this business of operating the Department of 
Commerce. We could not foresee all the things that were necessary. 

Now the ones that come up that we think are essential to the 
well-being of this Nation are such that we would be derelict in our 
duty if we did not bring them to you and say, “This ought to be done,” 
and try to prove to you why we think they should be done. That is 
what I would like to try to do. 

Mr. CLevenGcerR. Could you make any forecast of how many 
supplementals the 84th Congress is apt to get in the balance of this 
fiscal year, when that Congress comes in in January? 

Mr. Teeror. I do not know. 

Mr. CLevENGER. Are we going to eat up that $14 billion we have 
to the good in estimated expenditures with supplementals or not? 

Mr. Teeror. I do not know. 

Mr. Cievencer. | have to go home and tell some of my people 
again where I stand, as | become a candidate for Congress again. 

Mr. TeeTor. The party has a pretty good record for saving money 
and reducing the budget. 

Mr. CLevencer. I will say this: The Appropriations Committee 
has a pretty good record for saving money. 

Mr. Terror. We have done the best we knew how. 

Mr. CLevencer. How many additional positions do you con- 
template here? 

Mr. Trertor. I beg your pardon? 

Mr. CLEVENGER. aw, many additional positions? 

Mr. Treeror. I do not know of any additional supplementals for 
my Department. We have only asked for 3 that I know of, and 1 is 
the Census. 

Mr. CLevencer. How much of this appropriation would go to 
Census? 

Mr. Treetor. We have asked one supplemental on Business, Manu- 
factures, and Mineral Industries Census, and on Agriculture. Those 
are the only supplementals we have asked for besides this one. 

Mr. CLevencer. You did not know you were going to take that 
when you got up your budget; did you? 

Mr. Terror. The Business, Manufactures, and Mineral Industries 
Census? 

Mr. CLevencer. How much of this $1 million is for the Census 
Bureau? 
nite Treror. $490,000. There would be about $2€0,000 spent by 

A. 


SUPERGRADES 


Mr. CLevenGer. You have about a $6 million operation down there, 
have you not? How many grade 18’s do you have there? 

Mr. Treror. I do not know whether we have that information 
with us. 
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Mr. Honeywe.t. One. 

Mr. Cievencer. How many grade 17’s? 

Mr. Honnywe t. Eight. 

Mr. CLevencer. How many grade 16’s? 

Mr. Asuer. Nineteen. 

Mr. CLevencer. Are you including more in this request? 

Mr. Honerwe.t. No, sir. You asked what we have in BDSA. 

Mr. CLevencer. I would like to know how many you contemplate 
having, too. 

Mr. Aster. There is no increase in supergrades contemplated. 

Mr. CLevenGrErR. No extras? 

Mr. Asner. No supergrade increase; no, sir. 

Mr. Cievencer. What I am getting at is that you have an awful 
lot of high staffing to spend $6 million. 

Was it 20 supergrades you requested in the regular bill that just 
went through? 

Mr. Honeywe Mr. Clevenger, that was from the Secretary's 
Office. That was not for BDSA. 

Mr. CLeveNGER. But it is all Commerce. 

Mr. Honrywe tt. I realize that, sir. I meant that BDSA was 
not involved in that request. There were none I know of for BDSA. 

Mr. CLevenGer. It is pretty lush. 

What is the general average? Have you that figure for your 
supervisory staff? What is the average payroll now, without this 

r. Asher. About $6,500. It is shown here on page 10. Includ- 
ing this supplemental, it is $6,559. 
r. CLEVENGER. $6,559, and the average grade is 9.3? 
Mr. AsHer. Yes, sir. 
Mr. CLevenGer. All right. You may proceed. 


CONSTRUCTION INFORMATION LACKING 


Mr. Tseror. Here are the things we have no reliable figures about. 
We have no reliable construction figures on total volume; on kinds of 
buildings; on types of construction, repairs, and additions; geograpbic 
areas that the work is being done in. 

Mr. CLeveNGER. Does that mean a census of the country to do 
that, a new census? How will you get the figures as to the types of 
army, unless you cover the country? 

E 


Mr. Treretor. We have to cover the country. 

Mr. CLevenGErR. Towns and country? 

Mr. Treror. Yes. 

Mr. CLevencer. How will that be done? 

Mr. TreetTor. Some of the work will be done by the Bureau of the 
Census and some by the Bureau of Labor Statistics. We have some 
of our people doing work on that now. Some of the work will be done 
by them. We are taking censuses throughout the country all the time. 

Mr. CLeveNGER. Do you have any statistics on why we can pro- 
duce automobiles cheaper thanVanybody in the world and cannot 
build ships for less than twice what it costs others to build them? 

Mr. Testor. I know that situation exists. Do you want to talk 
about that? 
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Mr. Cievencer. I am wondering how far you are going. It seems 
that would be an interesting thing too, more than fone. out what 
John Jones paid for his barn in Iowa. 

Mr. TeerTor. Here is an industry that is so important to the well- 
being of the country and to the general planning of the Government 
that we cannot go along without figures in this industry and do the 
kind of job we should be doing. I will tell you why in my testimony 
a little further on. 

Mr. Covuperr. Was not this industry the same in September and in 
—e when the regular budget was prepared? 

Mr. Tzrtor. We > not know the exact figure. 

Mr. Coupert. But as far as you know it was the same then as it is 
now? 

Mr. TrrTor. Yes. 

Mr. Couperr. And yet you have an emergency request when you 
are just about to prepare your new budget beginning in Septem 

Mr. Treeror. Yes. We realize the importance of resisting supple- 
mental requests and we try not to submit them. 

Mr. CLEeveNnGER. Mr. Charles Gifford, who was in Congress some 
time ago, had a lot of good philosophy. He had one little rhyme I 
have adopted a time or two: “Pretty little supplemental, don’t you 
cry; you will be a deficit by and by.’”’ And they are sentimental re- 
quests in many cases. 

Mr. Terror. This request is not sentimental. It is very realistic. 
One year’s delay may be very tragic, and if we do not get a supple- 
mental it will delay it a year at least. 

Mr. Coupert. I would like to pursue that. You say 1 year’s delay 
would be tragic. I would like to know why. We have been getting 
something in the nature of building figures. You say it is an enormous 
industry. It has industry associations. A fairly large part of the 
country requires construction permits and has records. 


INCREASE IN PERSONNEL 


You have 20 people on statistics in the construction industry now. 

Mr. Teeror. That is wrong. 

Mr. Covrrrt. Somebody so testified. 

Mr. Honeyrwe tu. Eight. There are 20 in the Division. 

Mr. Couperr. In the construction statistics division? 

Mr. Treror. No, in the Construction Division. 

Mr. Covuprrt. What is this 42 increase? I gathered that was 
entirely for construction statistics. 

Mr. Treetor. That is correct. 

Mr. Couprrt. They go from 8 to 42 if this supplement is granted; 
is that correct? 

Mr. CLEVENGER. 700 percent. 

Mr. Treror. 8 to 50, adding 42. 

Mr. Couprrr. Then what you are planning to do is start a new 
census. That is plain. Did you have 8 last year? 

Mr. Teetor. I do not know how many we had last year. 

Mr. Couperr. How many did you have the year before? 

Mr. Asuer. 5 or 6. We have increased the number by 2 or 3. 

Mr. CovpEert. What was it in 1951? 
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Mr. Honerwe.u. Mr. Coudert, please, you know there was no 
BDSA in 1951. That was the NPA. 

Mr. Covuprrt. What was it in NPA? 

Mr. Honrywe tt. Practically zero. 


NEED FOR CONSTRUCTION STATISTICS 


Mr. Couprertr. You mean we have gotten along all these years 
without statistics in the construction industry? 

Mr. Terror. We have gotten along without good statistics and 
it has worked a hardship, particularly in wartime planning. 

Mr. Couprrr. You mean it has worked a hardship in that we are 
now in the biggest construction era we have ever had? 

Mr. CLevencer. We have a rolleall vote. We had better go and 
vote. 

(Short recess. ) 

Mr. CLevenGceR. You may proceed with your statement. 

Mr. Terror. I think it would be well to make a point at this time that 
this is not something that the Department of Commerce just dreamed 
up ourselves. We have been requested to improve these figures by 
many agencies of government. The Federal Reserve Board his 
asked us to do it; the Council of Economic Advisers has asked us to 
do it; the Office of Defense Mobilization; the Housing and Home 
Finance Agency; the Office of Business Economics; the Department 
of Agriculture; and the Joint Committee on the Economic Report. 
That many agencies have asked us to improve these statistics on 
construction because they all use them. They are so vast and so 
important in our economy that these people tell us they just have to 
have figures they can rely upon in this field, and that is the reason 
we are ay Whether the Commerce Department gets these figures 
or not does not make much difference to commerce, but these other 
agencies need them very badly, and so does industry need them for 
their planning. 

This request is also for an emergency, should one come. We are 
not in an emergency at this moment. As long as we stand on an 
even keel there is no emergency in this division and we can probably 
get along with the figures we have, but if a recession comes or if war 
comes, either one, we will need good records, and it will then be too 
late to collect them. 

Mr. Cievencer. If you run for Congress you need a good record 
all the time, every year. 

Mr. Teertor. I never ran for Congress. 

Mr. Cievencer. And you are running all the time if you are a 
Member of the House. 

Mr. Trrror. I never ran for Congress, but I ran for the Indiana 
Legislature. 

We have had some bad experience in the past on this. Mr. 
Schneider was through some of it. When Korea came we did not 
have adequate statistics, and we just had to guess on what was done. 

Mr. CLevenGer. I would like to work on the budgets of some of 
these outfits that you just cited. 

Mr. TrETor. These are necessities and the people responsible for 
the planning have to have these figures or they cannot do it. We 
do not know enough about the industry now and will not know enough 
about it unless this proposed program is put into action. 
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I would like to read a letter from Dr. Burns. 

Mr. Rooney. From whom? 

Mr. Treetor. From Dr. Arthur F. Burns. 

Mr. CLEvENGER. You may include it in the record. 

Mr. Teetor. He says: “Our construction statistics have been neg- 
lected for many years and a reform is long overdue.”’ He is the man 
who has to work with these figures. 

Mr. CievenGeER. There are a lot of reforms that are long overdue. 

(The letter above referred to is as follows:) 

June 24, 1954. 


Mr. Rowianp R. Huaues, 
Director, Bureau of the Budget, Washington, D. C. 


Dagar Row ann: I recently talked to Mr. Lothair Teetor about the problem of 
improving construction statistics, and I have also seen his letter of June 23 
addressed to you. 

I wish to endorse Mr. Teetor’s request for a supplemental appropriation to 
improve the construction statistics now being compiled and published by the 
Federal Government. If this request cannot be granted, I feel that serious con- 
sideration should be given to the discontinuance of many of the guesses concerning 
construction that the Government now publishes in the guise of statistics. The 
Federal Government owes it to itself and to the public to bring out reliable statis- 
tical data, especially in the case of so vital an industry as construction. 

I do not know the technicalities that surround the submission of requests for 
supplemental appropriations. I surely cannot urge that in view of any existing 
emergency, increased expenditure on construction statistics are now required. I 
do feel, however, that we would all be seriously handicapped if we had to cope 
with our present statistics in the face of a real emergency. Our construction 
statistics have been neglected for many years and a reform is long overdue. 

I cannot close this letter without adding my personal regrets over your need 
to wrestle with this problem once again. 

Sincerely yours, 
ArTHUR F. Burns. 

Mr. CLevenGer. | have sat here 16 years, which is not very long 
but 1t is long enough to see the passing in my lifetime and yours of 
great empires of the world and to see termites at work all over the 
world. [do not mind telling you that the only faith I have to take 
care of the United States is the faith 1 have in the Great Artificer of 
this universe who put it together. Sooner or later 1 want to see the 
activities of this great people turn to peace and away from this idea 
of destruction from within and without. If we have an air raid 
this afternoon I will be here doing my job. Tonight I will get on my 
knees and ask for guidance from the only source that can help us. I 
cannot be moved by every talk of possible emergencies that can hap- 
pen. People are breaking down under the pressures of bureaus who 
want money and businesses who like to traffic in instruments of death 
and people who want to take figures and more figures until they break 
under it. There is just one way in which we can stay sane and that 
is to stay calm and cool and not scared to death. 

If you have more presentation on this give it to us quickly, then Mr. 
Rooney has some questions to ask you and we will finish with it. 

Mr. Trxror. This is a cooperative project. Very good plans have 
been worked out so that there will be no duplication between these 
agencies in getting this job done. We can also use in getting it done 
the people who are already out in the field doing similar work. This 
work can be combined with what they are doing to save money in 
getting these records together. 

Industry cannot collect these figures. We try to get industry to 
collect their own figures at their own expense, and we have made 
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eat headway in doing that. Here is an industry so vast that only 

overnment can do this job. The records are indispensable for public 
policy. Anti-recession measures usually take the form of public 
works programing, and when we start programing public works, if we 
ever have to—and we may have to, and we do not know in which 
month it is going to occur—we have to have better records than we 
have now. 

As to the construction industry itself, their plans for production, 
their plans for employment, their plans for finance, their plans for 
markets, and their plans for new products all come from these figures 
of what the market is, and we do not know what the market is today. 

I want to read just two paragraphs that I have here in front of me. 

Mr. CLEeveNGER. You may insert anything you like within reason 
in the record. 

Mr. Tretor. Let me read to you what the Watkins Intensive 
Review Committee had to say in commenting upon the Bureau of the 
Census, and on construction statistics. 

Mr. Rooney. Who is Watkins? 

Mr. Trrtor. He is Chairman of this Intensive Review Committee. 

Mr. Scunetper. He is economist for Dun & Bradstreet Corp. 

Mr. Texrtor. He was selected to be Chairman of this Committee 
that reviewed the work of the Census to see whether the Census was 
doing what it should be doing and what could be stopped. 

Mr. Rooney. That is pretty good, Dun & Bradstreet reviewing 
the work of the Bureau of the Census. 

Mr. Teeror. There were actually about 1,200 people from all 
kinds of businesses in subcommittees doing this work. It was a 
tremendous task, Mr. Rooney, and was one that needed to be done. 
It is the first time it has been done in a long time. We wanted to be 
sure the Census was doing what it ought to be doing, and you have to 
get experts in there, the people who use the figures, to know whether 
the work they are doing is important or not. 

So this committee did the work, and this is what they said about 
construction statistics: 

Finally, the panel recognizes that appropriations for basic and current housing 
and construction statistics have been sharply reduced for several years to the 
point that available data are unquestionably inadequate and, in fact, a threat to 
the formulation of sound public policy. 

Then one more paragraph, and I quote, and this is from the same 
committee: 

Decisions: there must be innumerable ones every day and every hour in the 
functioning of our economy and in the functioning of our many-sided society. 
Every one of these decisions must be based on information—good or bad. in 
the main, they can be no better than the information on which they are based. 

We are asking for good information, information on which right. 
sound decisions can be based, both by Government and by industry, 

Mr. Rooney. Mr. Secretary, I am somewhat impressed by that 
part of your statement that says that one of your principal reasons 
for this request is in order for the administration to be alert and sensi- 
tive to economic developments. 

But I must inquire with regard to some of the details of this re- 
quested $1 million and note that at the present time there is also 
pending a request in the amount of $110,000 for the Bureau of Labor 
Statistics of the Department of Labor in connection with the con- 
struction industry. 
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ADDITIONAL EMPLOYEES REQUESTED 


First, let me inquire how many employees is it intended to add 
to the payroll? 

Mr. Pamves Mr. Schneider, can you answer that? 

Mr. Scunerer. In the Business and Defense Services Administra- 
tion, 40. 

Mr. Rooney. Are you speaking of the number of positions or the 
number of employees? 

Mr. Scunerper. Employees. 

Mr. AsHer. That is the number of positions. The man-years are 38. 

Mr. Rooney. What is the proposed average number of employees? 

Mr. Asner. Thirty-eight. 

Mr. Rooney. Will you look at page 5 of your justifications and see 
if you do not find the figure of plus 46, average number of employees? 

r. ASHER. I was speaking only of permanent employees. 

Mr. Rooney. Let us stay with what I am referring to. Is that 
correct? 

Mr. AsHer. Forty-six is correct. 

Mr. Roonsy. The figure, average number of all employees, 46 
additional. 

New, that only refers to the part of this $1 million request, which 
is between $740,000 and the $1 million; is that right? 

Mr. Scunerwer. That is right. 


FUNDS TO BE TRANSFERRED TO OTHER AGENCIES 


Mr. Rooney. With regard to the $740,000, which, if this appropria- 


tion were to be allowed, would be transferred to other agencies for 
services performed by those agencies, how much of the $740,000 
would be transferred to the Bureau of Labor Statistics? 

Mr. $250,000. 

Mr. Rooney. And at the same time they are requesting $110,000 
in the pending supplemental request contained in House Document 
No. 467; right? 

Mr. ScHnerper. Yes. 

Mr. Rooney. Where would the balance, as between the $250,000 
to be transferred to the Bureau of Labor Statistics and the $740,000, 
be transferred? 

Mr. Scuneriper. The balance of $490,000 would be transferred to 
the Bureau of the Census. 

Mr. Rooney. What is the current appropriation for the Bureau 
of the Census? 

Mr. Treeror. The total appropriation for the Bureau of the Census? 

Mr. Roonry. Yes. 

Mr. TeetTor. With or without the agricultural census? The agri- 
cultural census is $16 million. 

Mr. Moors. $22,200,000. 

Mr. Rooney. Including the $16 million? 

Mr. Moore. Including the $16 million. 

Mr. Rooney. How many employees would be added to the rolls 
of the Bureau of the Census if this $490,000 which you request were 
to be allowed? 

Mr. Scuneiper. There are a lot of intermittent employees on this, 
sir. The man-years of employment would be 104.2. This would 
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provide for approximately 1,150 different people, a good many of 
whom are part-time, working only 2, 3, or 4 days a month for data 
collection in the selected areas. 

Mr. Rooney. Mr. Secretary, this does not have anything to do 
with the coming congressional elections, does it—this matter 4 adding 
1,150 people to go out and visit folks in the construction industry? 

Mr. TrexTor. No, sir; I do not think it would. 

Mr. Rooney. Not any more than the agricultural census of $16 
million would put quite a number of people out into the field at 
Government expense? 

Mr. Trrror. The question is whether you need the census or not. 
You have to get people to do it. 

Mr. Rooney. I have to explore all avenues here, you see. 

Mr. Trxror. Why, certainly. 

Mr. Roonry. How many would be added to the payroll in the 
Bureau of Labor Statistics of the Department of Labor with the 
$250,000? 

Mr. Scuneiver. I do not have the number of employees. I do 
have the man-years. It would be 53. 

Mr. Roonry. That would probably be another 500 fact gatherers? 

Mr. Scunerper. I would say approximately 175 different people. 

Mr. Roonry. What would you approximate the number of people 
involved in the $110,000 supplemental request contained in House 
Document No. 467 for the Bureau of Labor Statistics? 

_ Mr. Scunerper. I have a copy of their submission here. Twenty- 


six. 
Mr. Rooney. Mr. Secretary, when did the Watkins committee, the 


Intensive Review Committee, make its report? 

Mr. TreeTor. It was last December, I believe. 

Mr. Worrny. As I recall the date, they submitted their report on 
the Ist day of March. There was a preliminary verbal report in 
December, but their actual written report as I recall it, was submitted 
the 1st day of March. 

Mr. Rooney. Curiosity prompts me to ask when this new stamp 
was gotten up on the outside of this document. What is the meaning 
of it. I have never seen it before—Administratively Restricted. 

Mr. Asner. The purpose of that is to see that none of this infor- 
mation is released to outsiders before it is received by the committee. 

Mr. Rooney. That is a laudable approach, is it not, Mr. Chairman? 
This is the best stamp I have seen yet. 

Mr. CievenceEr. | would say so. I have already received by mail 
this morning letters concerning material that has never been reported 
to our committee. I wonder where it comes from. It is upon actions 
that have never been reported out of this committee room. I have 
never seen such a flood of pressure, letters, telegrams, and so forth, 
as have been released on the Congress. 

Mr. Rooney. It must remind you of the days of the New Deal. 

Mr. CLEvENGER. Then we even passed bills without a copy of a bill 
sometimes. 

NEED FOR CONSTRUCTION STATISTICS 


That is all. If you have any more details, put them into the 
record in a reasonable amount. 
(The following information was submitted for the record:) 


Accurate and timely construction statistics are of vital importance to a number 
of Federal Government agencies in making sound public policy decisions on 


1065 


matters such as the following: Fiscal and monetary policy; Federal Reserve credit 
policy; public works programing and antirecession measures; federally insured 
mortgage interest rates; and defense mobilization policy. Accurate and timely 
construction statistics would also assist private industry to exercise initiative in 
a manner to facilitate a stable high-level economy. The inadequacy of the 
presently available construction statistics, resulting from budgetary limitations, 
is recognized by the Council of Economic Advisers, the Federal Reserve Board, 
the Joint Committee on the Economie Report, and other agencies. In view of the 
changing economic conditions, the Department of Commerce has been experiencing 
strong and increasing pressure from other Government agencies and from trade 
associations, as well as from numerous private business firms, to improve the 
reliability of these figures immediately. In order to satisfy these immediate needs 
of Government and industry, the attached construction-statistics program and. 
minimum budget estimates have been prepared to do this difficult and complex, 
but urgently necessary, job. 

President Eisenhower made the following statement in his letter of transmittal 
to the Congress (dated January 28, 1954) which accompanied the Economie Report 
of the President: 

“Government must be alert and sensitive to economic developments, including 
its own myriad activities. It must be prepared to take preventive as well as 
remedial action; and it must be ready to cope with new situations that may arise. 
This is not a start-and-stop responsibility, but a continuous one.” 

In order for Government to be alert and sensitive to economic developments, 
accurate and timely construction statistics are indispensable, since total construc- 
tion activity (new construction and alterations and repairs) accounted for about 13 
percent of the 1953 gross national product. 

Construction provides for the direct employment of about 4 million persons in 
work at the site, and, it is estimated that as many as 4 million more are employed 
in the distributing, transporting, manufacturing, mining, lumbering, and other 
activities dependent upon construction. The total of at least 8 million is over 13 
percent of the total employment in the country. 

Construction uses more raw materials than other single form of economic 
activity. Practically all of cement, gypsum, and clay products are devoted to 
construction. New construction and maintenance take annually almost two- 
thirds of the lumber consumed by all the Nation’s industries, about one-sixth of 
the iron and steel, one-fifth of the lead, zinc, and aluminum, and one-third of the 
copper. Bituminous products, plastics, paint, rubber, stone, glass, vegetable 
fibers, all find major markets through construction activity. 

In 1953 new construction accounted for over 45 percent of our total private 
domestic investment. 

Accurate and timely construction statistics are of vital importance to Govern- 
ment in making sound public policy decisions on such critical problems as: 


. Antirecession measures such as public works programing. 
. Federal housing policies and programs. 
. Defense mobilization planni. g. 
. Federal Reserve credit policy. 
. Federal fiscal and monetary policy. 
Consumer credit controls. 


Accurate and timely construction statistics would also assist private initiative 
and thereby contribute toward the maintenance of « stable high-level economy. 
Construction statistics are used by industry for: 


. Guiding investment policy. 

. Market research and analysis. 
. Sales and advertising planning. 
. Pricing policies. 

. Production scheduling. 

In spite of their importance, however, we have ample evidence that available 
construction statistics are, to a large degree, inaccurate and incomplete, so that, at 
a critical juncture in current economic developments, Government and industry 
do not have reliable and adequate information. The inadequacy of the presently 
available construction statistics, resulting from budgetary limitations, are widely 
recognized. For example, the housing and construction panel of the Intensive 
Review Committee of the Bureau of the Census appointed by the Secretary of 
Commerce stated that: 

“Finally, the panel recognizes that appropriations for basic and current housing 
and construction statistics have been sharply reduced for several years to the point 
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that available data are unquestionably inadequate and, in fact, a threat to the 
formulation of sound public policy.” 

The subcommittee on construction statistics of the Chamber of Commerce of the 
United States pointed to the inadequacy of construction statistics as follows: 

‘““* * * at no time has the Government’s statistical information about construc- 
tion been of high dependability and today the quality of figures is poorer than at 
any time in the postwar period. 

“This unfortunate condition is not due to lack of competence in the Govern- 
ment’s statistical agencies, which are doing the best job that can be done with the 
resources available. It is due, rather, to the failure of Congressmen and business- 
men either to recognize the importance of sound data * * * or to recognize just 
how inadequate the present data are * * * .”’ 

The need for accurate Government statistics is the more pressing because of the 
characteristics of the construction industry. Construction is to a large extent 
small business. Aside from agriculture, perhaps no other major activity is so 
widely represented by the small operator. Such a decentralized industry, because 
of the very range and variety of its interests, cannot support adequate facilities 
for providing basic statistics about its operations. If this essential information is 
to be provided, the job must be done, as it is for agriculture, by Government. 

In the present situation the recognized inadequacies of these statistics have 
created a virtualemergency. Asa consequence the Department of Commerce has 
been urged to take immediate steps toward eliminating the major weaknesses in 
the series. These recommendations have come from a number of Government 
agencies, from trade associations, building material manufacturers and builders, 
as well as from numerous other private businesses. 

The proposed supplemental program described below represents the minimum 
increase needed to provide only the most essential and basic data required in the 
present situation. 

SUMMARY OF PROGRAM 


The principal objective in developing this program has been to provide accurate 
statistics for use in public policy decisions such as antirecession measures and 
defense mobilization planning, and for use in private policy decisions by industry 
and labor. 

The overriding consideration underlying the selection of data sources and 
development of methods has been to establish primary data collection instead of 
placing reliance on secondary sources of unknown, unverifiable, or questionable 
reliability. The work steps have been planned so that certain data important to 
private industry could be obtained as byproducts, at minimum additional cost. 

This program consists of five projects. The major results to be achieved by 
each project are described below: 

I, New construction activity 

Substantial improvement in statistical sources and methods will result in 
reliable national and regional estimates of new construction expenditures, by major 
type of construction. These improvements will result in a marked increase in 
the accuracy of estimates of construction expenditures for the following: Indus- 
trial, commercial and other types of private (nonresidential) construction; public 
construction by state and local governments; public utility construction; and farm 
construction. 


II. Alterations and repairs 

Replacement of fragmentary data with estimates based on reliable samples will 
markedly improve the accuracy of the statistics. Alteration and repair expendi- 
ture estimates will become available for all major categories of construction, on a 
quarterly instead of an annual basis, for major geographic regions, and by 
metropolitan and nonmetropolitan location. 


III. Building materials production index 

It is planned to increase the reliability of the building materials production 
index by initiating the collection of current production data for the following 
important materials: Concrete products, flat glass, asphalt floor tile, builders 
hardware, metal doors and windows, mineral wool, aluminum roofing and siding, 
convectors and asbestos cement products. In addition, production data for 
paints and varnishes, plumbing fixtures, building boards, and heating equipment 
pve ooo now available will be modified to make them suitable for inclusion in 

e index. 
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IV. Materials requirements 

Analyses will be made of the amounts of the various kinds of materials which are 
required in the construction of different types of building. ‘These factors will be 
useful for: (1) an evaluation of the economic stabilization potentials of the 
construction industry, (2) for determining future requirements for mobilization 
planning, and (3) for market analysis by private industry. The results will show 
the quantities of various important materials which are required, per million 
dollars of construction value, for the different types of construction. 


V. Residential vacancies 

An important indicator of demand for construction will be made available by 
the provision of semiannual data showing vacancy rates of existing residential 
construction for 15 major metropolitan areas, geographic regions, and nationally. 


Byproduct improvements 

State and regional estimates.—Reestablishment and marked improvement in the 
accuracy of regional and State geographic breakdowns of new construction will 
result from the improvements in statistical sources and methods for the various 
components of new construction which were outlined above and also from con- 
current improvements in the methods of estimating new residential construction 
which are being made by the Bureau of Labor Statistics. These figures will 
help to meet the insistent demand of private industry for construction figures on a 
geographic basis, useful for market analysis purposes. 

Forecasts of future construction activity—With improved accuracy of current 
construction activity estimates, and with additional data made available under 
these procedures, there will also be a comparable improvement in the national 
estimates of future construction activity. With marked improvement in the 
accuracy and availability of data on a geographic basis, forecasts of future con- 
struction for States and regions could also be made. These estimates of the 
outlook for future construction would be invaluable to private industry for sale 
and advertising planning, production scheduling, and other policy decisions. 


PROPOSED IMPROVEMENT IN METHODS FOR MEASURING CONSTRUCTION ACTIVITY 


I. New construction activity 

(a) Private nonresidential and State and local public construction The BDSA 
will obtain a record from a number of sources of every large construction contract 
awarded in the United States ($100,000 and over). For private nonresidential 
construction, continuing field sample surveys will be conducted in nonpermit 
places and adjusted building permit data will be summarized to provide current 
reports on the many thousands of small construction projects started, valued at 
under $100,000 each. These verified records will replace the arbitrary adjust- 
ments to compensate for omission of small contract awards, and to estimate work 
started in the 11 Western States. Sample surveys will be made of the many 
thousands of State and local governmental jurisdictions to cover contract awards 
for small projects and for all force-account construction. 

To get actual expenditures, or the “value of work put in place” each month, 
the BDSA will develop a system of individual progress reporting from builders 
for large construction projects, and sample mail surveys for smaller projects. 
This will largely replace the use of the technique of activity patterns. The Bureau 
of Laboi Statistics will make mail surveys of permit-issuing jurisdictions to deter- 
mine types of construction excluded from permit coverage, methods of enforce- 
ment, ete., and field sample surveys to check adequacy of permit coverage, rate 
of permit lapse, actual cost versus permit valuations, starting and completion 
dates of projects, etc. 

(b) Public utility—Analyzing and summarizing monthly financial reports filed 
by utility companies with the Federal and State regulatory agencies; and refinin 
monthly progress report date obtained directly from trade associations, individual 
utilities, and nonregulatory governmental agencies, will yield monthly expendi- 
ture data for all major classes of public utility construction. This work will be 
done by the BDSA. 

(c) Farm.—The sample of areas used for the purpose of supplementing the build- 
ing permit coverage for small projects in each State will be selected to give ade- 
quate representation to the areas in which farm construction occurs. Thus, new 
farm construction will be derived by the Bureau of Labor Statistics from its 
quarterly sample field surveys. 
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II. Alterations and repairs 

Quarterly sample field surveys by the Bureau of the Census will be used to 
develop estimates of alterations and repair expenditures for all major categories 
of private construction. Federal Government figures will be obtained by BLS 
from financial records of Federal agencies. Sample surveys of State and local 
governments by the Census Bureau will yield data for the non-Federal public 
segment. Public utility estimates will be derived from financial reports to the 
Federal regulatory agencies (ICC, FTC, ete.) supplemented by sample studies by 
BDSA and Census. 

IIT. Building materials production 

It is planned to extend the coverage of this index by having the Census Bureau, 
as part of its Facts for Industry series, collect monthly (or quarterly) production 
and shipments data for 9 important building materials for which current reports 
aie now lacking, and to modify data which are now being collected for 4 additional 
materials. 

IV. Materials requirements (new series) 

The development of materials requirement data for typical projects will be 
done by the BDSA and will require analysis in the field of construction plans, 
bills of materials, and other data, involving engineering and accounting tech- 
niques. It is anticipated that materials requirements for all major types will be 
covered in a continuing program over a 5-year cycle. 

V. Housing vacancies (new series) 


It is proposed to have the Bureau of the Census conduct semiannual sample 
field surveys to obtain current characteristics and measurements of residential 
vacancy rates by regions, for 15 metropolitan areas, and for the United States. 


Mr. CLevencer. The committee will stand adjourned. 


Fripay, 2, 1954. 
DEPARTMENT OF JUSTICE 


IMMIGRATION AND NATURALIZATION SERVIC®™ 


WITNESSES 


J. M. SWING, COMMISSIONER 

E. A. LOUGHRAN, ASSISTANT COMMISSIONER 

DALE FRANCIS, BUDGET OFFICER 

B. F. SCHMID, DEPUTY ADMINISTRATIVE ASSISTANT DEPUTY 
GENERAL 


ILLEGAL ENTRANCE OF MEXICANS INTO THE UNITED STATES 


Mr. CLevencer. The committee will come to order. We will take 
up now the request of the Department of Justice. 

The request is for $3 million additional for the Immigration and 
Naturalization Service. The pertinent portion of House Document 
No. 442 will be placed in the record at this point, and also pages 23, 
27, 28, and 29 of the justifications. 

(The document and pages referred to are as follows:) 


“IMMIGRATION AND NATURALIZATION SERVICE 
“SALARIES AND KXPENSES 


“For an additional amount for ‘Salaries and expenses’’, $3,000,000; and appro- 
priations granted under this head for the fiscal year 1955 shall be available for the 
purchase of twenty-four passenger motor vehicles and three aircraft in addition to 
those heretofore provided.” 
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The heavy influx of illegal entrants across the Mexican border has created 
serious law-enforcement and social-welfare problems. Although this aggravated 
situation has existed for some time, devaluation of the peso in Mexico and other 
recent developments appear, on the basis of apprehension statistics, to have 
added impetus to this illegal immigration. In the interests of the welfare and 
security of this country, an additional amount is necessary to permit the Immi- 
gration and Naturalization Service to enlarge its border patrol in order to appre- 
none illegal Mexican aliens and alien smugglers and to provide for their deportation 
to Mexico. 

I recommend that the foregoing proposed supplemental appropriation be trans- 
mitted to the Congress. 

Respectfully yours, 
Row Huaues, 
Director of the Bureau of the Budget. 


JUSTIFICATION MATERIAL 


SALARIES AND EXPENSES, IMMIGRATION AND NATURALIZATION SERVICE 
Summary of requirements, fiscal year 1955 


Estimated total requirements, fiscal year 1955 


Recommended supplemental appropriation 


By projects or functions In a estimate, 


1955 


Inspection for admission into the United States $9, 332, 600 
Detention and deportation. 
Naturalization 

. Patrol for prevention and detection of illegal entry 
Investigating aliens’ status 

Alien registration 

. Immigration and naturalization records 

General administration 


1, 
2. 
3. 
4 

5. 
6. 
7 

8. 


Details of estimate 


Patrol inspectors 
Airplane pilots 
io operators 
Electronic technicians... 
Administrative assistants 
Clerk-stenographers 
Detention officers 
Motor mechanics 


gon 


Net base pay 
Regular pay in excess of 52-w 


Related expenses: 
Standard equipment, $150 per officer, 214 at $150... 
Standard equipment, $200 per other employees, 19 at $200 
Ammunition at $90 per patrol inspector per year, 200 at $59 d clicaithtaie eaaiel 
Per diem: 300 men (including additional travel details of regular force), 240 days at aver- 

age of approximately $7 per day_____..--...-.-_---.----.---_-. J | 
Removing aliens to Mexico, 80,000, at $15.-...._______ 
Office supplies at $41 per year per employee, 233 at $27 
Communication at $54 per year per employee, 233 at $35 


Ss 


oO 
ul 
e 
y 
n 
J 
| | Increase 
| $9, 332,600 
| 8, 541, 100 $1, 200, 000 
ed 1, 800, 000 
2, 532, 000 
| Annual 
Number | Grade salary Amount 
} | rate 
200 | | | $759,000 
4| GS-5 13, 640 
2| GS-7 8, 410 
2| GS-7 8, 410 
~ 6| GS-3 17, 700 
10 | 32, 000 
5 | CPC-+ 16, 000 
32, 
3, 
503, 
1, 200, : 
6, 
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Details of estimate—Continued 


Number | Grade a Amount 
| rate | 
| 


Related expenses—Continued 
Taxes, 208 at $72; 4 at $68; 6 at $59; 15 at $64, less lapse 
Maintenance and operation of sedans at $1,200 per annum each, 20 at $780_ 
Maintenance and operation of buses at $5,000 per annum each, ‘bat $3,100 
Maintenance and operation of trucks at $1,200 per annum each, 25 at $780_- 
Maintenance and operation of jeeps at $1, 200 per annum each, i5 at $780 
Maintenance and operation of airplanes at $2,500 per annum each, 3 at “A 625 
Delivery cost per vehicle, 64, at $210 . 
Equipment accessories per vehicle, ri at $155 
20 trucks, 1-ton panel, at $2,100......._.....-.-..--.----- 2 
3 nets, 2-ton, at $2,200 


20 
4 buses, 37 passenger, at 
1 trailer (shop), at $5,000 en: 
25 trailers (house), at onsen. 
3 airplanes, at $13,000. 
2-way radios, at $600. 
25 sirens with blinkers, at $50_ 
25 road check sets, at 
20 Handie talkie radios, at $300 


Total related 
Grand total 


Summary of permanent force by principal positions 


1954 appro- | In budget, | Revised, 
priation 1955 1955 


Primary 
Patrol inspectors. 


Special inquiry officers 
advisers 


Airplane pilots 
Naturalization examiners 
Investigators 
ape and parole officers 
rs in charge and other superviso employees 
accountants, administrative and 
assistants 


Bs 


Detention officers _ - 
Custodial force 


Total permanent, field 
Central office force 


Total force _. 


Mr. CLevenGer. Mr. Swing, have you previously appeared before 
us? 

Mr. Swine. No, sir. 

Mr. Cievencer. Then, we will have to have a little background 
for the record. 

Mr. Swine. I am a retired Army officer, 60 years old. I was born 
in Jersey City, N. J. I entered West Point in 1911 ‘and graduated 
in 1915. I served in all of the wars from then until World War II, 
winding up as a lieutenant general in command of the Sixth Army at 
Presidio, San Francisco. 

I retired last February, and was asked by the President to take 
the job as Commissioner of Immigration and Naturalization. 


| 

gate $16, 600 
15, 600 
12, 400 
bide 19, 500 
11, 700 
4, 900 
13, 400 
9, 900 
42, 000 
9, 000 
15 jeeps, at $1,300 ee 19, 500 
28, 000 
ice 25, 200 
5, 000 
100, 000 
39, 000 
. 40, 200 
onl 1, 300 
~ 1, 500 
6, 000 
8, 000 

Differ- 

ence 
1,079 1,079 1, 279 +200 
| 13 13 17 +4 
| 158 131 

26 +2 
Clerks, et« ne 2,107 +12 
| 6, | 7, 216 +233 
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Mr. CLevenGER. Do you have a statement on this? 

Mr. Swing. I have no prepared statement, Mr. Chairman. 

I thought that you might be interested in what I am trying to do. 
As you know, one of the problems of the Immigration Service is to 
ooohibas the entry of illegal aliens. Probably the most immediate 
and pressing problem—and I do not put it as the most important 
one—but the most pressing and immediate problem is to combat 
this great influx we have had in the last few years of Mexican illegals 
over the southern border. 

Without attempting to qualify myself as an expert, I might inject 
here that I met my first ‘esthadk in 1915 after I had graduated from 
West Point and went to the border. I served there intermittently 
until my retirement last February. At that time I was aware of the 
situation as the greatest influx of wetbacks was across my military 
borders, Arizona and southern California. 

Many solutions have been proposed and I have studied them; first, 
to prevent the entry of these illegal aliens, and second, to clean up 
not only the border States on the southern border, but the interior 
of our country as well. 

All the solutions that I have seen involve expenditures of many, 
many millions of dollars. I have a feeling that we can do it with less 
than the moneys that have been proposed not only by people in 
government but others interested in the problem. 


USE OF AIRPLANES 


Mr. Cievencer. Did we formerly move these aliens back to their 
country in contract planes? 

Mr. Swine. Yes. The last time we moved them was by contract 
planes. The average fare was $23. 

Mr. Rooney. The planes which are referred to in this estimate are 
planes for patrol operations? 

Mr. Swina. Supervision of patrol activities. This bill envisages 
about $500,000, or a little less, outlay in capital equipment which will 
modernize the force to enable it to be more mobile, and with fewer 
men, accomplish the results that we are looking for. The airplanes 
mentioned here are to supervise ground forces. The method by 
which we operate is to put one of these planes up and have it operate 
in conjunction with a family of jeeps. There is radio communication 
and the plane can circle a large area, see the wetbacks working in the 
fields, direct the jeeps by radio and loudspeaker so that they can 
surround a holding of four or five thousand acres and converge on 
them and get all the wetbacks instead of coming in at one angle and 
seeing the wetbacks all disappear into the brush on the other side. 

In an airplane—and I have watched this—they can go down about 
50 feet from the und, fly over with a loud speaker—and these 
pilots can speak English and Spanish—and holler at the wetbacks, 
“T can see you down there; get out into the open,”’ and a jeep will come 
along and pick them up. 

If a man is on foot, or just in a jeep, he cannot see the fellows hiding 
in the edge of the irrigation ditches. He misses more than half of 
them when he goes in there. So the planes are very necessary. 

Mr. CLevencer. An airlift is not contemplated? 
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Mr. Swina. No, sir. Our present lift along the border is by con- 
tract with buses, and we just put thirty-thousand-odd of them out 
of southern California over into Nogales at an average cost of $9.64 
for transportation. About 30 percent of the transportation we have 
obliged the wetback to pay himself. 

My plan envisions that lester we will go on up to the industrial area, 
particularly around Chicago, where we have around 30,000, and after 
study it may appear to be cheaper by a contract airlifting to lift them 
out of a staging area rather than taking them back by bus, but I will 
use the cheapest and most efficient way. 


TRANSPORTATION COSTS 


In the bill the costs were $1,200,000 for transportation of aliens 
In the 1955 bill you approved about $1 million. You can see that 
this transportation runs into money. I will certainly use all econo- 
mies possible, 

Mr. CLevenGcer. In your detailed estimate you have a figure of 
$15. 

Mr. Swina. That is because we expect to move up into Chicago, 
Buffalo, Detroit, and the interior. It is about 1,500 miles to where 
we want to put them over the border, so the per head transportation 
rate will increase. 

Mr. CLevencer. You catch them sometimes by the dust they 
raise coming in. They are not all wetbacks. They are pretty hard 
to watch. Can you keep them out? 

Mr. Swine. The Mexican Government has been giving us the best 
cooperation we have had to date. They are moving them 1,000 miles 
farther south, 

With regard to those that we take over to Nogales, many of them 
are mote 4 up around Sacramento and San Francisco. e move 
them about 1,200 miles to Nogales. The Mexican Government is 
picking them up and moving them 1,000 miles farther inland. Some 
of them will come back. During prohibition they made bathtub gin, 
so some will still get back in. t think with improvement in our 
meee we are not going to have the mass invasion that we have had 
to date. 

Sentiment is now different. Apparently the Mexicans have a 

eater respect for the military than the other people because I have 
»een along the border and they have theidea that the military is 
after them, so they say, “I guess this is the last trip.” 

Mr. Roongry. I have been very much interested in this wetback 

roblem for a number of years. I think that I know something about 
it. Ihave been along the border in southeastern Texas and have seen 
the huge problem the Immigration Service has had. It is only by 
doing such as you propose here this morning that we are ever going 
to get to the point where our overworked border eer will have 
the ernie as Federal officers that they should have. I know that 
you will back them up a hundred percent. You are the new head of a 
eat service that has had more casualties over the years in the per- 

ormance of their duties than the FBI. 

Mr. CievenGcer. I am interested in knowing why this was not in 

the regular budget. 
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Mr. Swine. It was not in.the regular budget because Mr. Brownell, 
the Attorney General and his staff who have been studying the 
problem for months had not yet found a solution economically sup- 
portable when the regular appropriation was submitted. The use of 
troops on the border had been proposed. From my knowledge, I 
thought it would be horrible and I advised against it. I still advise 
against it. It is a civilian job. 

Mr. CLEVENGER. We tried to build a fence down there one time to 
mark the international boundary. Is there any of that left? 

Mr. Swine. Yes. I still have the fence under study. I am going 
to use everything. There are-some localities there where a fence is 
going to do some good, where it is going to channel these people. 

Take, for example, at Matamoros and Brownsville, they can wade 
across the river there and infiltrate at will. 

Mr. CLEVENGER. For years the frogs have not learned to swim in 
the lower Rio Grande. 

Mr. Swina. They are learning to swim there today. 

Mr. CLEVENGER. They tell me that the dams we have been building 
will catch the water and hold it. 


ADDITIONAL POSITIONS REQUESTED 


How many new positions are requested? 

Mr. Swina. Two hundred patrolmen and 33 supporting personnel. 

Mr. CievenGer. Two hundred and thirty-three new employees? 

Mr. Swina. Yes. I am going to ask you for some more probably 
next year. I have not asked for what I think we will need. 

Mr. CLevencer. How many will be inspectors? ‘ 

Mr. Loveuran. Two hundred inspectors, GS-6; 4 airplane pilots, 
GS-11; 4 radio operators; GS-5; 2 electronics assistants, GS-7. 

Mr. Rooney. That appears in the justification pages which have 
been inserted in the record. 

Mr. CLevenGceR. What is the estimate for travel? 

Mr. Swine. $1,200,000 for the aliens and $610,000 for the men that 
we will have out working, the per diem and travel. 

Mr. CLevencer. And equipment? 

Mr. Swine. $450,000. 

Mr. Rooney. May I interpolate the comment that in looking at 
these justifications and the tables of the estimate, I am happy to note 
that with the exception of 2 administrative assistants, everybody else 
asked for in this total of 233 are field people, patrol inspectors, airplane 
pilots, radio operators, and so forth, rather than office employees. 

Mr. Cievencer. Are these lapse figures given here in your justifica- 
tion valid? 

Mr. Loveuran. We have lapsed the figures approximately 4 
months. That will give us time to recruit and staff. 

Mr. CLievencer. How much lapse did you figure in maintenance 
and operation of automotive equipment? 

Mr. Loveuran. The same period, sir. 

Mr. Preston. We are all familiar with the problem. I have no 
questions. 

Mr. Rooney. You will find that we are all fairly familiar with the 
problem. 
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Mr. Swine. I did not realize until I took this job how many facets 
it had to it. It is a tremendous job, so in order to handle the patrol I 
have asked for a retired Army officer to come and help me because it is 
a quasi-military job. Without criticizing my predecessors, there is 

eat need for improvement and a great need to handle the whole 
Cocdae as a military operation whereby the units will be coordinated 
and act as a team. 

I have a bill up before Mr. Short’s committee and I am sure he will 
go along. I would like to state that General Partridge is worth more 
to the program than an added $3 million would be at this time, 

(Discussion off the record.) 

Mr. Cievencer. We thank you very much. The committee will 
now stand adjourned. 
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SUBCOMMITTEE ON INTERIOR DEPARTMENT APPROPRIATIONS 


BEN F. JENSEN, Iowa, Chairman 


IVOR D. FENTON, Pennsylvania MICHAEL J. KIRWAN, Ohio 
HAMER H. BUDGE, Idaho W. F. NORRELL, Arkansas 


Tuurspay, 8, 1954. 


DEPARTMENT OF THE INTERIOR 


Bureau or InpiaAn AFFAIRS 


WITNESSES 


HON. JOHN J. RHODES, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF ARIZONA 
W. BARTON GREENWOOD, ASSISTANT COMMISSIONER, ADMIN- 
ISTRATION 
Resources MANAGEMENT 


Amounts available for obligation 


| 


Revised 


estimate Difference 


In budget 


Svan riation or estimate $13, 092, 910 | $13, 242, 910 +$150, 000 
erred to “‘Resources management (liquidation of con- } 
bs authorization), Bureau of Indian Affairs | —2,270, 000 —2, 270, 000 


Adjusted appropriation or estimate 13,092,910 | 10,972,910 | —2, 120, 000 
Prior year balance available: 
Contract authorization = +6, 810, 000 


Total available for obligation 13, 118, 835 | 17, 808, 835 
Balance available in subsequent year: Contract authorization. 4,540,000 | —4, 540,000 


Obligations 13, 118,835 | 13,268,835 | +150, 000 
| 


Nore.— Reimbursements = non-Federal sources above are from the proceeds of sale of personal 
property (40 U. 8. C. 481 (¢)) 
ontract authority shown above is part of that made available by the Federal-Aid Page ope 4 Act of 
1954, Public Law 350, approved May 6, 1954. The remainder of the contract authority in the cited act is 
show n under the appropriation “Construction, Bureau of Indian Affairs.’ 


Obligations by activities 
Description In budget | | Difference 


DIRECT ORLIGATIONS 


Appropriated funds: 

Fire suppression 

‘Agricultural and industrial assistance. 

Soil and moistrue conservation -- 

Operation, repair, and maintenance of Indian irriga- 

Repair and maintenance of roads and trails. 

Development of Indian arts and — 

Management of Indian trust pro; 

Repair and maintenance of buil my and utilities 


Total obligations from appropriated funds. -__...- 
Reimbursements from non-Federal sources: 
11. Replacement of personal property sold 


Total direct obligations 


| — 
798,900 
270,000 
695,000 +$150, 000 
850, 000 |---- 
-| 13,992, 910 | 13,242, 910 | +150, 000 
.| 25, 925 | 
13, 118, 835 | +150, 000 
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Obligations by objects 


Object classification In budget Difference 


SUMMARY 


Total number of permanent positions 
Full-time equivalent of all other positions... __. 
Average number of all employees. 


Average salaries and grades: 
General schedule grades: 
Average salary... 


NS 


Average grade. ................. 
Darect Obligations 


Appropriated funds: 
01 Personal services: 
Permanent 
Regular pay in excess of 52-week base 
Payment above basic rates........................ 


Transportation of things. 
Communication services 

Rents and utility services 

Printing and reproduction 

Other contractual services 

Supplies and materials 
Equipment__- 

Lands and structures 

Grants, subsidies, and contributions 
Pensions, annuities, and insurance claims 
Refunds, awards, and indemnities. 
Taxes and assessments... 


Deduct charges for quarters and subsistence - . _. el 315, 325 


SZISRLSE 


~ 


Total obligations from appropriated funds 13, 092, 910 13, 242, 910 
Reimbursements from non-Federal sources: 09 Equipment. 25 25, 925 


Total direct obligations 


OBLIGATIONS PAYABLE OUT OF REIMBURSEMENT FROM 
OTHER ACCOUNTS 


07 Other contractual services 
08 Supplies and materials 


Total obligations payable out of reimbursements from 
other accounts 


13, 118, 835 +150, 000 


JUSTIFICATION 


This supplemental estimate of $150,000 will provide funds for the first year of a 
3-year program for the elimination of the backlog of Indian probate cases. 

The various acts of Congress for the allotment of land to Indians, such as the 
General Allotment Act of February 8, 1887 (24 Stat. 388; 25 U.S. C. 348), and 
several special allotment acts, provided that the United States shall hold the 
allotted land in trust for the use and benefit of the allottee, or in case of his decease, 
for his heirs according to the laws of the State where the land is located. 

There are at present in the Bureau of Indian Affairs, nine hearing examiners 
to carry out the statutory responsibilities of the Secretary of the Interior for the 
probate of these estates. Each examiner hes a clerical assistant. The examiners 
conduct hearings for both testate and intestate Indian estates on the various 
reservations. 

Over many years, as a result of budgetary limitations, there has, developed a 
steadily increasing backlog of pending and undeveloped cases in the probate of 
these restricted Indian estates. The backlog of Indian probate cases by probate 
district headquarters is shown in the following table: 


= | 1, 754 | 1, 781 +27 
| 2, 140 +21 
$4,402 | $4, 5 | $4, 601 
Crafts, protective and custodial grades: | 

Average salary $3, 911 $4, 0 $4, 064 
$7, 471, 343 $7, 567, 323 + $95, 980 

1, 397, 235 nnn 
Me 28, 752 29, 121 +369 
Travel 381, 774 413, 785 +32, 011 

80, 043 
See ees 108, 359 109, 459 +1, 100 

195, 476 |............. 
7,411 
‘ pS a, 2, 011, 504 2, 020, 130 +8, 626 
was-aeene-s| 621, 275 633, 189 +11, 914 
10, 000 _ 
13 
13, 558, 235 +150, 000 
| 13,268,835 | +150, 000 


Hearings 
completed, | 
awaiting 
writeups, 


! Includes Alaska for statistical purposes. 
2 No final figures. 


Since the accession rate of new cases at least approximates the present rate of 
disposal, this backlog cannot be eliminated without a marked increase. 

n October 1953 a departmental survey team was appointed to study the 
Bureau of Indian Affairs and to make recommendations for a more efficient and 
effective organization and improved operating procedures. In the survey-team 
report of January 1954 one of the conclusions is as follows: 

“The Bureau should develop a program, with the cooperation of Congress and 
the Bureau of the Budget, to accomplish early disposition of the backlog cases 
involving probate administration of Indian trust property.” 

This estimate of $150,000 is a further step in eliminating the backlog of Indian 

robate cases. Unless action is taken to correct this condition, it gives every 
indication of becoming progressively worse. ‘The inordinate delays in the distri- 
bution of a decedent Indian’s trust or restricted trust estates, which are typically 
inevitable in their departmental probate, are patently unfair to the heirs and 
devisees. Public protest would compel their correction in the probate by State 
courts of the estate of a non-Indian decedent. Apart from that fact, these 
delays adversely affect the utilization of Indian lands, as the interests of heirs and 
devisees therein become increasingly fractionated, and increase the Bureau’s 
problems in the administration of Indian affairs. 

The fees for the probate of these estates are fixed by statute (42 Stat. 1174, 
1185; 25 U. S. C. 377). and these receipts go into the Treasury of the United 
States. A substantial proportion of the additional appropriation necessary to 
clean up this tremendous backlog will ultimately be returned in the form of fees 
to the Treasury. : 

With an increase of $150,000 for each of the next 3 fiscal years, in addition to 
the amount of $166,930 now budgeted for Indian probate administration, it is 
believed that the backlog can be eliminated over a 3-year period. 

The backlog in this work has been of increasing concern within the Bureau and 
the Department. Acute congressional interest has now arisen as evidenced by 
the debate reported on pages 7267-7268 and 7276-7279 of the Congressional 
Record for June 7, 1954, and it is urgent that positive action be taken to overcome 
the backlog. 

The distribution of this increase is as follows: 


Permanent positions (27 !) $118, 725 
Deduct lapses (6) 


Total (21) 95, 980 
Regular pay in excess of 52-week base_________---____--_~- 


Total personal services 
Travel 


Supplies and materials 
Equipment 


111 probate examiners, GS-11; 11 law clerks, GS-5; 5 clerk-stenographers, GS-4. 


| | | | 
| Backlog, | | 
acklog, Jon- earings acklog, 
——— | June 30, io cluded, | necessary, | June 30, 
uarters 1952 | | 1953 | June 30, 1953 
| "1953 | 1953 
159 | 8s | 136 | 5 | 112 
Wis 241 | 202 | 195 18 103 | 248 
Carson City..----------------| 335 | 238 | 207 126 240 366 
266 221 | 312 | 312 
| Se eee 621 | 224 | 164 | 38 | 32 | 681 
eR as 581 | 144 | 155 | 234 | 336 | 570 
Portland !..-..-.-.-.--..-.---| 358 314 | 151 | 183 1 521 
Shawnee 18 | 118 59 | 6 171 | 177 
198 | 693; 1,310 | 2, 987 
1, 100 
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Approval of this estimate would provide a total staff and expenses as follows: 


In budget, 1955 Revised estimate, 1955 

Positions| Amount | Positions! Amount 
Permanent positions. ..................-. eS: ree: 27 $134, 865 54 | $253, 590 
27 134, 347 48 | 327 
Regular pay in excess of 52-week base. -..............-..-..|---------- 518 ee 887 
Total personal services. 134,865 |..........| 281, 214 

| 


PROBATING OF INDIAN ESTATES 


Mr. Jensen. The committee will come to order. 

We have before the committee the officials of the Bureau of Indian 
Affairs, who are making a request for $150,000, as a supplemental, for 
probasing of Indian estates. The request is contained in House 

ocument No. 455, which will be placed in the record at this point. 


“Bureau oF InpIAN AFFAIRS 
“RESOURCES MANAGEMENT 


“For an additional amount for ‘Resources management’, $150,000, and this 
amount may be transferred to and merged with the appropriation for ‘ fice of the 
Solicitor’, in addition to any other amounts authorized to be so transferred.” 

This proposed supplemental appropriation is to provide for the acceleration of 
prebete work among the Indian population. A substantial backlog of Indian 

eirship cases has accumulated and will continue to accumulate unless additional 
funds are provided. So long as these cases remain unsettled the problem of 
fractionated land holdings becomes more complex. Settlement of Indian estates 
must be accomplished before Federal services to Indian groups capable of manag- 
ing their own affairs can be withdrawn. The first act authorizing withdrawal, 
relating to the Menominee Indians of Wisconsin, was approved on June 17, 1954. 

We have with us Mr. Greenwood, Assistant Commissioner of Indian 
Affairs for Administration and, Mr. Greenwood, we will be pleased 
to hear from you at this time in regard to this request. ; 

Mr. Greenwoop. Mr. Chairman, the supplemental estimate of 
$150,000, under the heading of “Resources management,” is to pro- 
vide additional funds to enable the Bureau and the Office of the 
Solicitor to accelerate the work on probate cases of Indian estates. 

This problem has been becoming increasingly troublesome due to 
the limited number of examiners of inheritance which we have avail- 
able for handling the probate of Indian estates. 

We had a backlog, as of June 30, 1953, of 2,987 cases. That repre- 
sented an increase of 308 cases over the backlog which existed on 
June 30, 1952. 

So, we are constantly — ground. Failure to keep on top of the 
probate of Indian estates as Indians die creates all kinds of adminis- 
trative difficulties as well as creating problems for the Indians them- 
selves—the Indian heirs. We presently have a staff of nine examiners 
in inheritance, with some clerical help, to handle this work. 

The rate at which this staff can complete cases is about 1,200 cases 
a year. The accumulation of new cases is at a greater rate. So, we 
are constantly getting behind in performing this job. 
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The $150,000 provided for in this supplemental estimate will enable 
us to approximately double the staff and will give us a total of 
$316,930 for the probate of Indian estates. The estimate contemplates 
that the money will be transferred to the appropriation for the Office 
of the Solicitor, since under the reorganization the Solicitor’s Office 
has become responsible for the probating of Indian estates. 

Mr. Jensen. You are now referring to the Solicitor of the Depart- 
ment of the Interior? 

Mr. GREENWOOD. Yes, sir. 

Mr. JENSEN. This involves 27 new jobs, I believe; is that right? 

Mr. Greenwoop. Yes, sir. 

Mr. Jensen. At the figure of $4,000 each, that would amount to 
only $108,000. 

at are you going to spend the balance of the money for? 

Mr. Greenwoop. In addition to personal services? 

Mr. JENSEN. Yes; will it be for travel pay and other incidental 
items? 

Mr. GREENWOOD. Yes, sir; such as communications services, 
supplies and equipment. The travel is the highest item of expense 
other than the personal services. 

Mr. JensEN. You feel that you cannot get this work done properly 
with the personnel you now have? 

Mr. Greenwoop. No, Mr. Chairman; the backlog is increasing 
continuously. 

Mr. Jensen. You have 2,987 cases on the backlog list; is that right? 

Mr. Greenwoop. As of June 30, 1953, yes, sir; and that represented 
an increase of 308 cases above the backlog which existed on June 30, 
1952. 

Mr. JeNsEN. How many people do you have working in the 
adjudication branch at the present time? 

Mr. GREENWOOD. We have nine examiners of inheritance and about 
the same number of law clerks and some stenographic help. 

Mr. Jensen. All right. 

CoNsTRUCTION 


CONSTRUCTION AND EQUIPMENT FOR PUBLIC SCHOOL FACILITIES FOR 
NAVAHO INDIAN CHILDREN 


Amounts available for obligation 


| 


Revised es- 


timate Difference 


In budget 


Appropriation or estimate__._.______- $13, 336,000 | +$3, 000, 000 
Transferred to ‘‘Construction (liquidatio 
ization), Bureau of Indian A ffairs’’__. “di ..-.| —2,897,000 —2, 897, 000 


Adjusted appropriation or estimate 10, 439, 000 
Prior-year balance available: 
Appropriation 9, 623, 813 
Contract authorization 23,190,000 +23, 190, 000 
Reimbursements from other 


Total available for obligation 
Balance available in subsequent year: Contract authorization. —15, 460, 000 —15, 460, 000 


Obligations incurred 19, 963,613 | 27,796,613 | +7, 833, 000 


| 


NortE.—Reimbursementsf rom non-Federal sources above are from the proceeds of sale of persona! prop- 
re ES U.S.C. 481 (c)). Contract authority shown above is part of that made available by the Federal- 
Ai ighway Act of 1954, Public Law 350, approved May 6, 1954. The remainder of the contract authority 
in the cited act is shown under the appropriation ‘“‘Resources management, Bureau of Indian Affairs." 
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Obligations by activities 


Description In Budget Revised Difference 
estimate 
DIRECT OBLIGATIONS 
riated funds: 
uildings and $13, 176,813 | $16, 176,813 | 000, 000 
Total obligations from funds_._... 19,959,813 | 27,792,813 | +7,833, 000 
Reimbursements from non-Federal sources: 
5. Replacement of personal property 3, 800 
direct 19, 963, 613 27, 796, 613 +7, 833, 000 
OBLIGATIONS PAYABLE OUT OF REIMBURSEMENTS FROM 
OTHER ACCOUNTS 
Total obligations payable out of reimbursements from | 
19, 963, 613 | 27, 796, 613 +7, 833, 000 
Obligations by objects 
| Revised 
evise 
Object classification In budget extimate Difference 
SUMMARY 
Total number of permanent $544 $618 +$74 
Full-time equivalent of all other positions_______.....____.___- 706 997 +291 
Average number of all employees. 1, 208 1, 573 +365 
Average salaries and grades: 
General schedule pees: 
Average grade __ GS-7.2 GS-7.3 GS-7.4 
Crafts, protective and custodial grades: 
DIRECT OBLIGATIONS 
Appropriated funds: 
01 Personal services: 
Permanent positions..._-................--.------ $2, 354, 933 $2, 653, 773 +-$298, 840 
2, 537, 515 3, 587, 654 +1, 050, 139 
Regular pay in excess of 52-week base_.._.......-- 9, 092 10, 113 +1, 021 
Total personal serviess.........................-- 4, 926, 000 6, 276, 000 +1, 350, 000 
OS Of things... 118, 545 123, 545 +5, 000 
04 Communication services._-.............--.----..--..- 51,420 54,420 +3, 000 
05 Rents and utility services.................-..-..-.-.--- 50, 320 54, 320 +4, 
06 Printing and 20, 020 20, 020 |. 
07 Other contractual services... ..__.....-...-..-.-.----- 2, 061, 690 2, 211, 690 +150, 
1, 448, 170 2, 248,170 +800, 000 
10, 312, 058 12, 283, 058 +1, 971, 000 
11 Grants, subsidies, and contributions.__.._________. 40, 000 3, 049, 000 +3, 000, 000 
20, 018, 363 27, 851, 363 +7, 833, 000 
Deduct quarters and subsistance. 58, 
Total obligations from appropriated funds. _______.____- 19, 959, 813 27, 792, 813 +7, 833, 000 
Reimbursements from non-Federal sources: 
Total direct obligations ._...........-.--.---....--.- 19, 943, 613 27, 796, 613 +7, 833, 000 
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Obligations by 


Object classification | In budget | Revised 


| 
OBLIGATIONS PAYABLE OUT OF REIMBURSEMENTS FROM 
OTHER ACCOUNTS 


| 

| 


Total obligations payable out of reimbursements from | 
other 


Obligations incurred i $19, 963,613 | $27,796, 613 aa +$7, 833, 000 


JUSTIFICATION 


Supplemental estimate, 1955, $3 million 


This estimate of $3 million is requested to provide funds needed to contract 
with State school districts for construction and equipment of classroom facilities 
for 3,000 Navaho Indian children at an average cost of $1,000 a student. This 
request is necessary to carry out the plans of the Bureau for the expanded Navaho 
education program included in Senate Document No. 113 because the Depart- 
ment of Health, Education, and Welfare has found that aid under Public Law 
246, 83d Congress (67 Stat. 522) (Public Law 815 as amended) cannot be made 
available to public school districts requiring aid as a result of accepting children 
from outside the districts. 

The program which has been started under the plans reflected in Senate Docu- 
ment No. 113 contemplates that about 8,000 Navaho children will enter school 
in the fall of 1954 from the 13,000 Navaho children not in school because of lack 
of facilities. It is to be expected that the continuation of this program will result 
in placing all 13,000 children in school by the fall of 1955. x all stages it has 
been considered essential to this program that as many as possible of the children 
be placed in the public schools of the towns surrounding the reservation. It was 
the expectation of the Bureau that the towns could qualify for aid in constructing 
additional facilities under Public Law 246. Since such aid is not available, it is 
ae. that other means be found to insure success for the program. 

ppropriations for such purposes are authorized in the Navaho-Hopi Rehabili- 
tation Act, which provides in part: 

“«* * * The Secretary of the Interior is hereby authorized and directed to 
undertake, within the limits of funds from time to time appropriated pursuant 
to this act, a program of basis improvement for the conservation and development 
of the resources of the Navaho and Hopi Indians, a more productive employment 
of their manpower, and the supplying of means to be used in their rehabilitation, 
whether on or off the Navaho and Hopi Indian Reservations.’ 

It is expected that approximately 1,000 children will be educated in town school 
facilities beginning in the fall of 1954. An additional 2 ,000 would be brought 
to these schools in the fall of 1955. The following tabulation shows the towns, 
the number of children for fiscal year 1955, and the number of children for fiscal 
year 1956. 


Town and State ° Fall, 1955 


The table above includes only towns with which firm commitments have been 
made. It has been possible to arrange for starting this ye in the fall of 
1954 even though this will mean serious overcrowding in the facilities of some of 
the affected towns. The school officials have indicated willingness to embark on 
such a program in the expectation that additional facilities can be made available 
by at least the beginning of the school year in the fall of 1955. Because of this 


1 
| 
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fine spirit of cooperation on the part of the neighboring towns, because of the 
high enthusiasm of the Navaho people for the program of finding school oppor- 
tunities for their children, and because of the start that has.been made already it is 
imperative that no step be overlooked to further the program. 

he detailed discussion of this matter on the floor of the Senate, June 7, 1954, 
appears in the Congressional Record for that date, pages 7273-7278. 


Mr. Jensen. The next item in House Document No. 455 is a 
request for the sum of $3 million, which is requested to contract with 
State school districts for construction and equipment of classroom 
facilities for 3,000 Navaho Indian children at $1,000 per pupil. We 
will insert the pertinent portion of House Document No. 455 at this 

ont: 
“CONSTRUCTION 


“For an additional amount for ‘Construction,’ to provide financial assistance 
to public school districts for the construction and equipment of public school facilities 
for Navajo Indian children from reservation areas not included in such districts, 
$3,000, to remain available until expended: Provided, That advance payments 
may be made to said districts whenever necessary to accomplish the purposes of this 

n an effort to place in school as many unschooled Navajo children as possible, 
assistance has been sought from local public-school authorities of towns near the 
reservation. Agreements have been obtained from a number of officials to 
accept, on a nonsegregated basis, about 3,000 Navajo pupils, provided the Fed- 
eral Government will finance the construction of required additional classroom 
facilities and pay tuition at actual cost. PR gsm have been in progress for 
a period of months, It now ge that firm arrangements have been made 
and that nearly 1,000 pupils will be accepted by these school districts in the fall 


of 1954, even at the expense of overcrowding, pending the construction of addi- 
tional facilities. To make nts to the istrict to provide these necessary 
accommodations will require $3,000, 


The Department of Health, Education, and Welfare has found that 


aid under Public Law 246 cannot be made available for this purpose. 
You may proceed, Mr. Greenwood. 


GENERAL STATEMENT 


Mr. Greenwoop. Mr. Chairman, you may remember when we 
were before the committee some weeks ago in connection with the 
supplemental estimate for education funds to enable us to place addi- 
tional Navaho children in school, we indicated at that time that as 
a part of the program we had hoped to get into public schools in 
towns surrounding the reservation, this fall, about 1,000 Navaho 
children, and by the following fall, an additional 2 000, to make a 
total of 3,000 children going to public schools. We knew at the time 
that those Mlicathesl districts would require help because they did 
not have the classroom facilities to accommodate these additional 
children. We were hopeful that that help would be forthcoming 
from the Office of Education in the Department of Health, Education, 
and Welfare, and as early as last February, we began discussions with 
that Department and the Office of Education about this problem. 

They finally came to the conclusion that these districts would not 
be eligible for help under their legislation by reason. of the fact that 
these children would be coming from outside the school district, and 
—_ land that was nontaxable, which was located outside the school 

istrict. 

So, they would not be eligible for help under Public Law 815, as 
amended y Public Law 246. 
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They also felt that they could not come to Congress at this time and 
ask for an amendment to their legislation to take care of this particular 
situation. We had no alternative, since we had already arranged 
with these towns and school districts, to take these additional children, 
but to present the problem to the Bureau of the Budget. 

The Bureau of the Budget has recommended to the Congress that 
an appropriation of $3 million be made to our Department—the De- 
partment of the Interior and the Bureau of Indian Affairs—to enable 
us to render the financial assistance to these school districts which 
will permit them to construct the additional classroom facilities which 
will be needed to accommodate the additional Navaho children. 


AUTHORITY FOR CONSTRUCTION GRANTS 


Mr. JenseN. You contend that you do have the authority under 
law to do this? 

Mr. GreENnwoop. Yes, sir; the Solicitor has held that the Navaho- 
Hopi Long-Range Rehabilitation Act of April 19, 1950, contains ade- 
quate authority for this appropriation. 

Mr. Jensen. I feel that you sbould ask the Solicitor to furnish the 
committee with his opinion. 

Mr. Greenwoop. I have a copy of it here, Mr. Chairman. 

Mr. JENSEN. We shall insert a copy of the Solicitor’s opinion in 
the record at this point, without objection. 

(The matter referred to follows:) 


Unirep 
DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SOLICITOR 
Washington 25, D. C., June 17, 1954. 

Memorandum 

‘To: Commissioner, Bureau of Indian Affairs. 

From: Acting Assistant Solicitor, Indians. 

Subject: Authority to provide financial assistance to public school districts for 
the construction and equipment of public school facilities required to accommo- 
date Navaho Indian children. 

You have asked for my opinion on the following question: Does the Secretary 
of the Interior have authority under present law to provide financial assistance to 
public school districts for the construction and equipment of publie school facilities 
that are required to accommodate Navaho Indian children who live in reservation 
areas that are outside such districts? 

I believe that the Secretary has such authority under present law, within the 
limits of available appropriations. 

Section 1 of the Navaho-Hopi Rehabilitation Act of April 19, 1950 (64 Stat. 44, 
25 U.S. C. 631), provides as follows: “the Secretary of the Interior is authorized 
and directed to undertake, within the limits of funds from time to time appropri- 
ated pursuant to this Act, a program of basic improvements for * * * the sup- 
plying of means to be used in their [Navaho and Hopi Indians] rehabilitation, 
whether on or off the Navaho and Hopi Reservations. Such program shall in- 
clude the following projects for which capital expenditures in the amount shown 
after each project * * * are authorized to be appropriated * * * 

(12) School buildings and equipment, and other educational measures, 
$25,000,000.” 

This language plainly authorizes the Secretary to provide school buildings, 
equipment, and other educational measures that are needed to rehabilitate the 
Navaho Indians either on or off the reservation. The construction and equip- 
ment of school facilities on an Indian reservation has been a customary method 
of providing for the education of Indian children. Federal financing of the 
construction and equipment of school facilities outside a reservation has been 2 
less utilized method of providing for the education of Indian children, but it has 
been used on several occasions. The unambiguous provisions of the act, however, 
authorize the use of both methods. In fact, during the hearings on S. 1407 before 
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a Senate subconmittee of the Committee on Interior and Insular Affairs on 
}~ ril 29, 1949, the intention to include both on-reservation and off-reservation 

ucation under project No. 12 was clearly indicated (see attached excerpt). 
House Committee Report No. 1474, 81st Congress, pha accompanied 8. 2734, 
which became the Navaho-Hopi Rehabilitation Act, said 

“The Committee also feels, however, that the Dasartinaie should continue 
and intensify its efforts to arrange for the attendance of Navaho and Hopi pupils 
above the fifth grade in public schools, outside the reservation.’ 

No distinction is made between the method of arranging for such attendance 
in public schools outside the reservation and the method of arranging for attend- 
ance in Federal schools on the reservation. In both instances the basic authority 
is the same, i. e., projects that provide for ‘capital expenditures” for “school 
buildings and equi ment and other educational measures.’ 

The Johnson-O’ Malley Act of April 16, 1934 (48 Stat. 596, as amended, 25 
U.S. C. 452), authorizes the Secretary to carry out his authority under the educa- 
tional provision of the Navaho-Hopi Rehabilitation Act by appropriate contracts 
with State agencies. Section 1 provides that ‘‘The Secretary of the Interior is 
authorized, in his discretion, to enter into a contract or contracts with any State 
or Territory, or political subdivision thereof * * * for the education * * * of 
Indians in such State or Territory * * * and to expend under such contract 
or contracts, moneys appropriated by Congress for the education * * * of Indians, 
in such State or Territory. 

Your question also contemplates that the financial assistance under considera- 
tion will be provided by advance payments to the public school districts. Ad- 
vance payments will be permissible if they are authorized under the language of 
the appropriation act, and such authorization by the appropriation act is con- 
templated by the first ‘sentence of section 11 of the act of August 2, 1946 (60 Stat. 
809, 31 U. 8. C. 529), which reads: 

“No advance of public money shall be made i in any case unless authorized by 
the appropriation concerned or other law.’’ [Italie supplied.] 


V. Kast ier, 
Acting Assistant Solicitor. 


Excerpts From HEARING BeroreE A SUBCOMMITTEE OF THE COMMITTEE ON 
INTERIOR AND INsuLAR AFraiRs, UNITED States Senate, 8lst ConGress, 
Ist Session, on S. 1407, Darep Aprit 20, 1949 


Senator Warkins. The statement made in this report is a statement made 
as a matter of caution, they say: ‘Provision of schools for the other children will 
be made as soon as it is possible to foresee the trend of future developments.” 

Of course, it might be_10 years, 15 years, or more before we can see the trend 
of future developments. That is a very indefinite and wane statement, but 

rsonally I am in favor of an immediate program. When I say immediate 

mean immediate, for all of the Indian children down there. If we could put 
them all on the reservation, and that is the best thing to do, all right. But if 
we cannot, if we must take 45 percent of them elsewhere, apparently we will 
have to because of the lack of water, then the rest of them ought to be provided 
for off the reservation. 

Mr. AHKBEAH. Yes. 

Senator Watkins. As I understand it, the people you represent, the Navaho 
people, are willing that this other 45 percent be educated off the Indian reserva- 
tion, if you cannot get the facilities on the reservation? 

Mr. Anxean, That is right. 

Senator Watkins. You feel all right about that? 

Mr. AnKEAH. Yes. 

Senator Watkins. You would be willing to let your people go to school there? 

Mr. Right. 

Senator Watkins. Even the younger children, you are willing to permit them 
to go to boarding schools? 

Mr. Auxean. We feel that the beginners, say, up to eight,.really should stay 
close to their mothers. 

Senator Watkins. Suppose their mothers and fathers go off the reservation, 
too, to make a living, then they would go with them? 

Mr. AuKeEau. In that case I believe a school should be provided where the 
mothers are. 

Senator Watkins. You would be willing to let them go to State schools? 

Mr. AHKEAH. Yes. 
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Senator Watkins. You heard the testimony of one of your tribal councilmen 
when you were here a year ago testifying on a similar bill, do you remember? 

Mr. AuKEAH. Yes, sir. 

Senator Watkins. He said he wanted his children educated in white schools. 

Mr. That's right. 

Senator Watkins. In other words, he thought they made better progress when 
being trained in a white school to live with white people. 

Mr. Aukean. Yes. (Pp. 38 and 39.) 

* * * * * * * 


Mr. Gorman. I have here a list of boarding schools which need to be re- 
paired * * * places for new or increased capacity off the reservation: Various 
communities in McKinley and San Juan Counties in New Mexico, and Apache, 
Navajo, and Coconino Counties in Arizona off the reservation; exact locations 
to be determined * * *. These are the locations where we would like to see 
some of this money Rag, so as to facilitate the development of facilities for 
children to go to school. (Pp. 49 and 50.) 

Mr. Ruopes. Mr. Chairman, I would like to say that the Joint 
Navaho-Hopi Rehabilitation Watchdog Committee, has taken up this 
particular project, and it was the unanimous feeling of the committee 
that if it were possible to use funds which had been allocated to the 
Navaho-Hopi rehabilitation program for this purpose, that it should 
be done, and in response to the Rogues of that watchdog committee, 
I think the Bureau went ahead and found out from the Solicitor that 
funds were available from that particular source of authorization to 
be appropriated for this purpose. 

So, the watchdog committee took cognizance of this requested 
appropriation, and is thoroughly in sympathy with the objective of it. 

Mr. Jensen. All right. 

The Solicitor says: 

I believe the Secretary has such authority under present law within the limits 
of available appropriations. 

This is one of the cases where Congress makes no appropriation for 
a certain function of the Government, but by that very act of Congress. 
it is determined to authorize the item requested. 

Is that about it? 

Mr. Greenwoop. That is correct, Mr. Chairman. 


NUMBER OF NAVAHO CHILDREN TO BE PUT IN SCHOOL 


Mr. JenseN. How many children did you say this will make pro- 
vision for? 

Mr. Greenwoop. This will provide facilities for 3,000 additional 
children. 

Mr. JensEN. That would not be in addition to the 6,000 which the 
Commissioner of Indian Affairs, Mr. Emmons, said he would put in 
school if we allowed the additional funds which we allowed in the 
roguias appropriation bill of approximately $5 million for construc- 
tion? 

Is this in addition to that? 

Mr. GreENwoop. This is not in addition. This number is in- 
cluded in the total of approximately 8,000 which we hope to get into 
school in fiscal year 1955—approximately 14,000 that we hope to get 
in school by September 1954. 

The figure of 1,000 is a part of approximately 8,000 which we ex- 
pect to get into school this fall. 

In other words, we have about 14,000 Navaho children of school 
age out of school because of lack of school facilities. Of that number, 
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we hope and expect to get in, and will get in, this fall, about 8,000. 
which leaves about 6,000 to get into school the following fall. 

The 3,000 that we are dealing with here in this supplemental esti- 
mate are to go into public schools, but those public anisole will need 
to go ahead with the construction of the facilities this year to take 
care of that number. 

They have agreed for this coming school year, beginning in Sep- 
tember, to crowd up their own pupils so as to take in 1,000 of the 
3,000 Indian children without additional construction, but they are 
willing to do that only upon the assurance that the financial assistance 
will be forthcoming to enable them to expand their facilities, not only 
to take care of the additional 1,000, but 2,000 more the following fall. 

Mr. Fenron. How do they expect to get that number in by 1955? 

Mr. Greenwoop. We are attacking it several different ways. We 
are providing additional classroom facilities on the reservation itself. 

Some of those children will be going into boarding schools and some 
into day schools or trailer schools. We are establishing around 40 
trailer schools on the reservation which will operate as day schools, 
and 1,100 of the youngsters will be going into those trailer schools. 

Then some of the youngsters will be going to nonreservation, or 
off-reservation schools operated by the Bureau, such as the school at 
Carson City, Nev., where we have spaces for additional pupils, and 
then 3,000 will be going in the public schools in the towns around the 
reservation. This was the purpose of the supplemental estimate we 
had before the committee some time ago. 

Mr. JeNseN. Mr. Greenwood, you know, of course, that this com- 
mittee has been greatly interested in this problem of education for 
the Navaho children for many, many years. In fact we have been 
terribly disappointed because it seemed we were simply making no 
progress until Mr. Emmons took over, and with your help, and the 
rest of you good folks in the Department, have really given Mr. 
Emmons the type of backing that he should have. 

Now we jump into this thing head over heels and are really going 
after it in a big way. 

I am wondering, however, if we can do this thing as fast as you 
folks think you can do it. I don’t know if you can do it as fast as 
you really think you can and not make some mistakes. 


TOTAL NAVAHO-HOPI PROGRAM FOR 1955 


Of course, here you are asking for $3 million additional. That is 
on top of how much money that we have alrexdy appropriated this 
year? 

Mr. Greenwoop. In your regular bill for this accelerated program 
there is $4,535,000. 

Mr. JENSEN. On top of the money we are spending for Navaho 
education in fiscal 1955. 

Mr. Greenwoop. The total will run somewhere in the neighbor- 
hood of $11 million, I think, Mr. Chairman, including the supple- 
mental amount of $4,535,000. 

Mr. Jensen. It will amount to more than that with this $3 million. 
It will amount to about $14 million, won’t it? 

Mr. GREENWOop. Yes. 

Mr. JENSEN. If we can get those children in school it is well worth it. 
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Mr. Greenwoop. This will be a capital investment, Mr. Chairman, 
to go into construction of additional facilities. 

Mr. Jensen. Are those school districts ready, willing, and able 
and have they the facilities to take these Indian children into their 
schools? 

Mr. GrEENWoop. They are certainly willing. I have letters here 
from all of the districts. 

Mr. Jensen. The reason I ask vou that is that there would be no 
sense in Congress appropriating $3 million and then finding out that 
you cannot get these children into the schools. 

Mr. GreENWwoop. I have letters here from each of these school 
districts mdicating their complete agreement with the program and 
willingness to participate in it. 

a JENSEN. Do all of them know exactly what they are going to 

et! 
Mr. GREENWOop. Yes, sir. 

Mr. JENsEN. How much? 

Mr. Grexenwoop., They don’t know how much money they are going 
to get. 

Mr. Jensen. That is what I wondered. 

Mr. GreEenwoop. That will depend, of course, on the facilities —— 

ee JENSEN. You are asking for approximately $1,000 for each 
child? 

Mr. Greenwoop. That is correct. 

Mr. JensEN. Per school year, which is pretty high. 

Mr. Greenwoop. No, that is not per school year. That is the 
average per capita cost that the additional facilities will cost. In 
other words, the additional classroom facilities are estimated to cost 
an average of $1,000 per child. That $1,000 is based on figures that 
we got from the Office of Education. 

Mr. Jensen. Much of this money goes to pay the school districts 
for the children, does it not, this $3 million? 

Mr. Greenwoop. No, sir. This is capital investment. 

Mr. Jensen. This is all capital investment? 

Mr. GrEENWoop. Yes, sir; and it will be nonrecurring. 

Mr. Jensen. All right. Out of what fund do you pay the school 
districts where you send the Indian children to school? 

Mr. Greenwoop. Out of the other amount I mentioned of 
$4,535,000. 

Mr. Jensen. Part of that is also for construction? 

Mr. Greenwoop. No, sir; no part of that is for construction. 

We had money available in the fiscal year 1954. 

Mr. Jensen. How much? 

Mr. Greenwoop. The total ran to $5,600,000. 

Mr. Jensen. That is right. After all, you cannot keep so many 
items in your mind and keep them all straight. 


CONTRACTS WITH SCHOOL DISTRICTS 


Mr. Fenton. What control have we over these facilities after they 
are built? 

Mr. Greenwoop. We will enter into agreements with each of the 
school districts to cover the utilization of the facilities. Of course, 
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the facility will become the property of the public school district, 
but with the firm understanding that the facilities will be available 
to Indians and non-Indians alike. 

Mr. Jensen. The building of the facilities will become the property 
of the school district? ’ 

Mr. GreeNwoop. Yes, sir. That is no different than the Office of 
Education program which provides financial help for this same sort 
of thing under Public Law 246. Those are grants-in-aid, and that is 
what this is. This is a grant-in-aid. 

Mr. Ruopes. May | say something, Mr. Chairman? 

Mr. Jensen. Yes; Mr. Rhodes. 

Mr. Ruopes. An important element of this program is to get the 
Indian children into the same school as the white children attend. 
In other words, it is ow’ aim to break down the ancient barriers which 
have existed and which have kept us from assimilating the Indian or 
the Indian from being assimilated into our civilization. I think it 
would be impossible to segregate these facilities which will be con- 
structed with Federal money, and say “This is a Federal building, 
Indians go here,” or “This is a building which belongs to the school 
district and white children go here.”” This would fail to accomplish 
the main object of the program. I think it would completely defeat 
the main purposes of the program which are to break down the barriers 
and to educate the children. 

Mr. Jensen. So, as I understand it, after we build these facilities, 
the school districts, they agree that Indian children may attend those 
schools from now on. Is that right? 

Mr. Greenwoop. That is correct, Mr. Chairman. 

Mr. JensEN. There is no time limit? 

Mr. Greenwoop. That is right. 

Mr. Jensen. And they will agree to that? 

Mr. Greenwoop. Yes. 

Mr. Jensen. Will they sign an agreement? 

Mr. Greenwoop, We have letters from each of them. If you like 
I will read a typical letter. 

Mr. Jensen. Yes. Read a typical letter. 

Mr. Greenwoop. This is from the superintendent of schools of the 
Cortez Public Schools, Cortez, Colo. It is addressed to Commissioner 
Emmons. It reads as follows: 

The Board of Education of School District No. 1, Cortez, Colo., has expressed 
itself, both publicly and in its board minutes, as willing to accept a program of 
educating Navaho children in the local public school system. he District will 
one = a permanent basis 250 boarding Navaho students starting September 
1, 1954. 

This is true, providing the Federal Government will —— adequate and 
similar facilities equivalent to those used by the local children. It is understood 
that the Navaho children will attend the several schools in the system on a non- 
segregated basis. 

The facilities of the district will be available for the use of boarding Navaho 
students for so long as a need exists. 

The Board expresses itself as anxious to cooperate with you to’assure inaugura- 
tion of this program at an early date. 

Mr. Jensen. So long as the need exists. I am not happy with that 
language. 

Mr. Greenwoop. That may be forever. 

Mr. Jensen. But somebody has to have the say as to whether the 
need exists. That local school district might decide sometime that 
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no need exists. I don’t anticipate they will do that, but I think this: 
When we put these Indian children in those schools and amalgamate 
them with the white children, we expect it to be a continuing thing 
from now on. 

You put language in that agreement which states ‘So long as the 
need exists.” 

Well, I certainly wouldn’t want that language in your final 
agreement. 

Mr. Greenwoop. I am sure we can work that out. 

Mr. Jensen. I certainly would object to that language. If we are 
going to do this job and do it right we must see to it that it carries on 
for all time. It certainly must do that or we shouldn’t enter into it. 
Of course as time goes on the Indian children would finally not be 
separated as a class but would be regular students of that school. 
There would be no differentiation between the Indians and the 
whites. 

I would recommend, therefore, that in the agreement which is 
signed that you not give any school district the opportunity to back 
out on their contract. Let them go into it with their eyes open. Let 
them know it is a continuing thing, and that there is no date of 
expiration as to this agreement. 

Mr. Greenwoop. I think they all appreciate that, Mr. Chairman. 
I don’t think we will have any difficulty working out an agreement 
which will be satisfactory to the public school district and also protect 
the interest of the United States. 

Mr. Norreuu. Yes, Mr. Chairman. Following this discussion, 
how are you going to bind the school district from here on out to carry 
on this kind of a program or any other kind of a program when it is 
bound to be left entirely to the political judgment of the school district 
involved from year to year? 

Mr. GreENWOop. It will not be left entirely to the judgment of the 
school district, Mr. Norrell. 

Mr. Norretu. Can you enter into a contract today with anybody 
that will be a binding contract say 5 years from now? 

Mr. GreeNnwoop. I would think so. In this case there will be a firm 
consideration. 

Mr. Norrewu. Do you interpret the law to mean, and do you tell 
this committee, that you can enter into a contract, we will say with 
the school here in Colorado, whereby they will agree on a continuing 
contract to educate these Indian children for a period of 25, 30, or 50 
years? Do you interpret the law to mean that? 

Mr. Greenwoop. | think we can. Of course it always will have to 
be subject to the appropriation of the necessary funds by Congress 
for the payment of the education. 

Mr. Norrewtu. Do you have any law that you can cite to the com- 
mittee that there is existing authority today whereby such a contract 
can be executed? 

Mr. GREENWoop. Yes, sir. We have a special act, so-called 
Johnson-O’ Malley Act. 

Mr. Norreuy. Where is that law? 

Mr. Jensen. Off the record. 

(Discussion held off the record.) 

Mr. Norreuu. That is a novel question to me as a lawyer. 
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You have these directors today and you may have another set 
tomorrow. 

Do you think you have the law now? 

Mr. GreEnwoop. Yes, sir. Would you like me to read it? 

. Norrevu. How long is it? 

. GREENWOOD. Not too long. 

. JENSEN. Let us hear it. 

. Norreu. All right. 

. GREENWOOp. It reads as follows: 

The Secretary of the Interior is authorized, in his discretion, to enter into a 
contract or contracts with any State or Territory, or political subdivision thereof, 
or with any State university, college, or school, or with any appropriate State or 
private corporation, agency, or institution, for the education, medical attention, 
agricultural assistance, and social welfare, including relief of distress of Indians in 
such State or Territory through the agencies of the State or Territory or of the 
corporations and organizations hereinbefore named, and to spend under such con- 
tract or contracts, moneys appropriated by Congress for the education, medical 
attention, agricultural assistance, and social welfare, inclucing relief of distress of 
Indians in such State or Territory. 

Mr. Norre tt. Is that the law you relied on? 

Mr. GreEenwoop. Yes. 

Mr. Norre.u. Is that the only one? That is the law so far as you 
know. Is that right? 

Mr. Greenwoop. That is for the contracts providing for educational 
assistance for Indians. 

Mr. Norre.yi. Mr. Chairman, I note in the law they may argue 
that the Secretary of the Interior has the right to enter into this con- 
tract. I don’t dispute that. That is absolutely correct. 

But my point is that the State of Colorado, or the State of Arizona, 
or the State of New Mexico, their contracts are governed by the 
school district boards of trustees from year to year, just as a State 
contract is governed. While the Secretary of the Interior has the 
authority, my argument is that I do not believe the States out there 
would have the authority to enter into such contract with the Secretary 
of the Interior. You have to have two parties to make a contract. 

As | understand what you are trying to do here, you want to spend 
this money, and probably additional funds in years to come, I assume, 
on existing school facilities so that those local school facilities can 
—_ into their school systems these Indian children, which is a noble 
idea. 

But you will spend this money on school property now belonging 
to these States, and fee simple title to that property is vested in the 
States in which you are spending money. 

If they should decide that they want to make a change, we will say 
2 or 5 years from now, a change made by another set of school directors, 
by another governor, by another political subdivision, I don’t know 
how you are going to force them to continue these school facilities. 
Yet you have performed your part of the contract because you have 
spent millions of dollars in improving these schools. 

Now, then, as an illustration we will say they decide they want to 
get rid of you 6 years from now, and a new board of trustees canceled 
this contract you are talking about. What would you do? 

Mr. Greenwoop. I don’t think the contract would be subject to 
cancellation. I do think it would be subject to enforcement by the 
Federal Government. 
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Mr. Norrett. If they cancel the contract, though, which is my 
question, and they say you cannot send children to school there, 
what will you do? 

Mr. GREENWOOD. I suppose we would resort to the Federal courts 
to compel them to accept the children. I do not anticipate we will 
have that trouble. 

Mr. Norreii. Don’t you think it is a good idea all down the line 
in a situation such as this before we start in to it—I am not critical 
of this, mind you—but before the Federal Government enters into a 
program such as this don’t you think it ought to know what it is 
doing? The law ought to be plain and understood by both sides 
because now is the time to do that; not after you spend this money. 

Mr. Greenwoop. That is absolutely right, Mr. Norrell. We agree 
with you on that. Before we would grant a cent of this money we 
would work out a firm contract to protect the interest of the United 
States. 

Mr. Norreu. I never knew a district in my State that could 
perpetuate by contract to bind the district by contract. 

1 wil give you this illustration. Congress is in session now. We 
could pass a law. But we cannot guarantee that this law will 
remain on the statute books any longer than this session of Congress. 
Another Congress can repeal what we do this time, and they do do it. 

That same law is applicable, I think, to boards of trustees of the 
schools. They can do what they can under the statutory law today, 
we will say the statutory law of Arizona as an example. But that 
board of trustees cannot under the statutory law bind future boards 
indefinitely. 

Why do I say that? Say this board this year decides, and I want 
Mr. Rhodes to understand this—I have high regard for him—we 
will say the board out there in Arizona should decide to hire me as 
a schoolteacher today, and they like me so well that they want to 
hire me as a teacher for 10 years, give me a contract to teach school 
for 10 years. 

Don’t you know that the next board of trustees that comes into 
authority, the men who succeed this board, could fire me and remove 
me if they so desired? That contract just would not hold up. 

Mr. Ruopsgs. I was thinking, Mr. Norrell, of this possibility: I 
recognize what you say is true, about one board of trustees binding 
subsequent boards. There could be some action for damages in the 
event you could show detriment to the Government because of cer- 
tain actions, but that is neither here nor there. I feel that you can 
make a contract in such a way that it will bind future districts by 
doing it along these lines: 

By making these facilities subject to a possibility of reverter. In 
the event, in other words, that the school district does not take in the 
Indian children, for a given length of time, say 2 months, 3 months, 
6 months, whatever it may be, then in that event these facilities would 
revert to Federal ownership. 

In that event, ‘f this board of trustees which is sitting in that 
school district today accepted those facilities under that condition, 
then the reverter clause would bind future boards of trustees. 

Mr. NorreE tu. If we go in there and do this improvement in your 
State, is this not true in your State, if we build these buildings on the 
school property that you have there, which would be the only sensible 
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thing to do, that property continues to be the real estate in fee simple 
title of the school district. The title to that property has not passed 
to the Governnent at all. It remains the property of the school 
district. Although we have expended $3 million, $5 million, whatever 
it may amount to eventually, from the moment the buildings are 
completed there never is a time when the property does not belong to 
the school districts and not to the Government. 

Mr. Ruopgs. However, I think you can draw a contract in such 
a way, and I think we are getting into a realm where perhaps we 
ought to look up a little law, Tet you probably could draw a contract 
in such a way that the Government, in the event of default, would 
have an option to buy the land upon which the facilities are located 
at a price to be agreed upon by appraisal. and that you would then 
have a contract which could be specifically performed as against any 
future board of trustees. 

I recognize that what you say is true. You are not passing title 
here. But I believe you can make a contract to pass title which could 
be specifically performed and which would be binding upon a future 
board of trustees. 

Mr. Norrett. I will say that I think the committee might be 
interested in knowing something about the State laws regarding this 
matter before we launch into the program. 

Mr. Ruopes. I think your point is well taken. I am an Arizona 
lawyer but unfortunately this is not within the realm of my legal 
experience, and I cannot give the law to you right offhand. I think 
what you say is right about one board of trustees being able to bind 
future boards. They can do it so far as bond issues are concerned, 
and other matters such as that which are specifically provided for by 
the law of the State. 

Mr. Norreu. You cannot even issue bonds without a vote of the 
people. 

Mr. Ruopes. That is true. 

Mr. Jensen. Here you have a situation where you are putting Goy- 
ernment facilities on the property of a political subdivision. If it 
were not for the fact that you have State aid to schools in your State 
of Arizona, and I presume you have that—— 

Mr. Ruopes. Yes. 

Mr. JENSEN. State aid to public schools? 

Mr. Ruopss. Yes. 

Mr. Jensen. Then, of course, the State authorities would have no 
jurisdiction over any contract that might be made between the Fed- 
eril Government and the school districts. 

But that being the case, you bring the State authorities into the 
picture because of the fact that you have State aid to schools. 

You not only have to have, as I see it, an agreement with your 
local school district where these facilities are built, but you also will 
have to have an agreement from the State. They will have to sign 
an agreement with the Federal Government; won’t they? 

Mr. Greenwoop. I think it would not be absolutely necessary. 
We are now carrying on our education contracts with the States, even 
though the public school districts benefit from those contracts. We 
have contracts at the present time with about 14 States under which 
we reimburse the public school districts through the State agency for 
the education costs of Indian children attending public schools. 
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Mr. Jensen. I am glad this question has been brought up because 
I think it will tend toward getting things in their proper perspective, 
and yon agreements, those you do finally sign, will be better under- 
stood. 


PROGRAM NOT A PRECEDENT 


Here is another thing: I certainly wouldn’t want to set a precedent 
here. We have many Indian reservations in these United States, but 
we have only one situation, such as the Navaho-Hopi, so far as school 
children are concerned. 

I would hope, Mr. Greenwood, that it would be the concensus of 
the Commissioner of Indian Affairs and the Solicitor that should we 
allow this item of $3 million for this purpose, that we are not setting 
a precedent because the Navaho and the Hopi situation is in a category 
all by itself. 

I would like to hear a statement from you on that. 

Mr. GrEENWoop. That is absolutely correct. This money would 
be appropriated under the appropriation of the Navaho-Hopi 
authorization. 

Mr. JensEN. What if some other Indian tribe asked for the same 
authorization? 

Mr. Greenwoop We would have no authority to request an ap- 
propriation. 

Mr. Jensen. You would so hold? 

Mr. Greenwoop. Yes, sir. 

Mr. Jensen. Do you think the Solicitor would so hold? 

Mr. Greenwoop. I am sure he would, yes. 

Mr. Jensen. When you embark on a thing of this nature, which 
never has been done before—— 

Mr. Greenwoop. Yes, it has, Mr. Chairman, but under special 
acts of Congress. 

Mr. Norretu. Under an act Congress passed before? 

Mr. Greenwoop. Yes, sir. We have rendered this same kind of 
assistance under special acts of Congress. 

Mr. Norrewu. | don’t see how you get around the State laws. 
Schools are not vested in the Federal Government. Under the Con- 
stitution the schools are a matter vested under the jurisdiction of 
the State governments. 

Mr. GrREENWwooD. We have had a number of acts of Congress 
passed which authorize us to cooperate with public school districts, 
in the State of Minnesota, for example. 

Mr. Jensen. But nothing to this degree? 

Mr. Greenwoop. No, sir. 

Mr. Jensen. No case that even comes close to this amount? 

Mr. Ruopegs. Public Law 815 right now provides for cooperation 
in certain instances where there are Indian children involved. It 
doesn’t hit this particular situation, however. So this is not too 
radical a departure. It is a departure to this extent: These children 
do not live in the school district in which they will attend school. If 
they did live in the school district there would be ample authority 
under Public Law 815 to appropriate this money. 

Mr. Greenwoop. J agree with that, Mr. Chairman. 

Mr. Ruopes. It is not a radical departure at all. 


| 
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Mr. Jensen. It has taken the Indian children out of the Indian 
reservation and sent them to school, in a public school outside of the 
Indian reservation. 

Mr. Greenwoop. That is correct, Mr. Chairman, and at less cost. 

Mr. Jensen. That is a departure from regular procedure, of course. 

Mr. Greenwoop. And at less cost than if we built the schools on 
the reservation. 

Mr. Jensen. | understand that. 

esa Rhodes, I am very glad you came down and sat in 
with us. 

Mr. Ruopes. Thank you, sir. It has been a pleasure to be here. 

Mr. Jensen. It is an important thing. This committee, I might 
tell you, has wrestled with this problem of getting Indian children in 
schools for many years, and it has been a disappointing thing until 
recently. I am glad to see the great interest you have taken in it. 

You have talked to me on several occasions about this matter and 
you showed your great interest in it. I know that you will continue to 
work with us to help solve this very difficult problem. It has not been 
a very complimentary thing for these United States of ours to have 
all of these thousands of real Americans out of school, and, speaking 
for the entire committee, I know that we are very pleased about the 
whole thing because we can now see a way to get these Indian children 
into the schools. It will cost money, but Uncle Sam agreed many, 
many years ago to furnish school facilities, a school teacher for every 
30 children, and we certainly up to this time have not made much of an 
attempt nor have we gotten very far in keeping Uncle Sam’s word. 

ah it appears we are really going to meet this thing and get it 
rolling. 

Mr. Ruopes. In behalf of myself and the Indians in my particular 
State may I thank you and this committee for your interest in this 
matter, and for all of the help you have given us in the past. 

I am encouraged by the turn of-events in the past few months. I 
think with the continued help and guidance and cooperation of this 
very fine committee we will see the end of this problem some day. 
Any time I can be helpful I certainly will be. 

Mr. Jensen. I know that. Thank you again for being with us today. 


CONSTRUCTION (LIQUIDATION OF CONTRACT AUTHORIZATION), BUREAU 
OF INDIAN AFFAIRS 


Amounts available for liquidation of contract authorization 


Revised 
In budget estimate Difference 
Transferred from ‘Construction, Bureau of Indian Affairs’.__|-.--.--_--.__- 2, 897, 000 +2, 897, 000 
Adjusted appropriation or estimate. -_--..........---.-.|-.--------.--- 797, 000 +6, 797, 000 
Applied to contract suthorigation...................-...---..].-.-..-4..--.- —6, 797, 000 —6, 797, 000 
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Construction (Liquipation or Contract AUTHORIZATION), 
Bureau or INDIAN AFFAIRS 


JUSTIFICATION 


This supplemental estimate, $3,900,000, is submitted because of the recent 
enactment of the Federal-Aid Highway Act of 1954. Section 6 of this act reads 
as follows: 

“Sec. 6. Any funds authorized for the fiscal year ending June 30, 1955, or herein 
authorized for forest highways, forest development roads and trails, park roads 
and trails, parkways, Indian roads, and public lands highways shall be immediately 
available for contract: Provided, That any amount remaining unexpended two 
years after the close of the fiseal year for which authorized shall lapse. The 
Secretary of the Department charged with the administration of such funds is 
hereby granted authority to incur obligations, approve projects, and enter into 
contracts under such authorizations and his action in doing so shall be deemed a 
contractual obligation of the Federal Government for the payment of the cost 
thereof and such funds shall be deemed to have been expended when so obligated.” 

The Federal-Aid Highway Act of 1952 authorizes $10 million for Indian roads 
for the fiscal year ending June 30, 1955. This covers both maintenance and con- 
struction. The budget estimate for road maintenance for the 1955 fiscal year is 
in the amount of $2,270,000. This is covered in the “Resources management” 
appropriation under the activity, “Repair and maintenance of roads and trails.” 
The estimate of $7,730,000 for “Construction, roads and trails,’’ added to the 
$2,270,000 maintenance estimate covers the $10 million authorized. 


Repair and maintenance of roads and trails (in regular budget)____ $2, 270, 000 
Construction of roads and trails (in regular budget) ___—___ 

Construction of roads and trails (requested in this estimate) 

Estimated outstanding obligations, June 30, 1955 


Total, Federal-Aid Highway Act 


The Bureau is prepared to proceed immediately to carry out the proposed 
program by utilizing a backlog of surveys and plans now on hand. The revised 
estimate for construction covers a program which accelerates the getting out of 
the Indian road business by improving Indian roads to adequate standards and 
turning them over to the counties for maintenance. 

The program covered by the revised estimate will also permit the alleviation 
of an unbalanced condition in the Navaho-Hopi leng-range rehabilitation program 
authorized by Congress. During the first 4 years of the program only $4,578,000 
has been available from appropriations. The authorization act covers $20 
million for roads for a 10-year period. At the average rate of $2 million per year 
$8 million was required for the first 4 years. As a result the road program has 
not kept pace with other features of the overall program, such as schools and hos- 
pitals, which are dependent on roads for successful operation. 

A tabulation and explanation of the work features of the revised program 
follows: 

Revised estimate, 
Work feature: 
(a) Grading and draining 463.8 miles of road $3, 910, 490 
(b) Surfacing (mostly gravel) 436 miles of road 2, 402, 640 
(c) Bridges (mostly timber) 2,594 running feet 854, 050 
(d) Surveys and plans for 837.6 miles of road 
(e) Airstrips, two 


(a) Grading and draining, $3,910,490.—The estimate covers grading and 
drainage improvements for 463.8 miles of road. Most of this work will be improve- 
ment of existing substandard roads. The objective is to furnish adequate roads 
for the Indian people, built to standards acceptable to the counties so that the 
roads may be turned over to the counties for maintenance. 

(b) Surfacing, $2,402,640.—The estimate covers surfacing for 436 miles of road. 
Most of the mileage will be gravel surfaced with local materials. About 70 miles 
of the most heavily traveled road will be surfaced with a bituminous gravel mat. 
This will complete bringing these roads up to standards acceptable to the counties. 

(c) Bridge construction, $854,050.— This covers the construction of new bridges 
most of which will replace existing substandard spans, which are now in a perilous 
condition due to rotting. ‘The new bridge construction will be mainly of treated 
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— i. 2,594 running feet of bridges of various span lengths are covered by this 
estimate. 

(d) Surveys and plans, $532,820.—This estimate covers cost of preliminary 
planning, detailed surveys, and the preparation of blueprints for the construction 
of roads and bridges. The estimate will provide surveys and plans for approxi- 
mately 837.6 miles of road. 

(e) Airstrips, $30,000.—The estimate covers the cost of grading and surfacing 
two emergency airstrips on the most isolated parts of the Navaho Indian Reserva- 
tion. These are required for emergency medical aid in areas that will not be served 
by all-weather roads for some time to come. 


Comparison of amount authorized with 1955 Interior Department appropriation. bill 
amount 


Authorized 1955 
Interior appropria- 
Federal-Aid High- | ‘tion amount, 1 


Class of work 


Amount 


(a) Grading and draining = bs $1, 517, 000 
et Surfacing d 208 925, 000 
¢) Bridge construction 
d) Surveys and plans 
e) Airstrips 


Obligations to be financed from sub- 
sequent year 


The total program of $7,730,000 has been allocated to areas and to individual 
SS, Detailed data sheets are available showing projects broken down into 

udget classifications, estimated cost, status of plans, date work can be started 
status of takeover agreement by county, and other data. Reservation maps 
showing the location of each project on the 1955 program as well as those pro- 
gramed for 1956 and 1957 are also available. A plan is also available for a 
transition from part of the former force-account program carried on with the 
meager appropriations of the past to a contract program now feasible with the 
por authorized. An area and project breakdown of the $7,730,000 program 
ollows: 

Aberdeen area, $900,000.—This area covers North and South Dakota and 
Nebraska. A list of projects follows: 


Name of project Agency jurisdiction Class of work 


.| Cheyenne River..| Grading and surfacing 
Harrison Creek rd_......| Crow Creek 
_| Shelb d ....-| Grading and surfacing 


d. 
Agehcy streets Bituminous surfacing 
Grading 

nee 


Sharps Store-Porcupine. 
Eagle Nest-Wanblee- 


inle. 
St. Francis-Spring Grading, surfacing, and 3 
bridges. 
Gudies and surfacing 
oO 
d 


R 
Belcourt South Rd___.__|.....do 
Santee-Howe Creek Rd. 


Difference 

| Quan- Quan- 

tity Amount tity Ps tity Amount 
282.8 | $2,393, 490 
228.0 1, 477, 640 
214 579, 050 
527.6 352, 820 
2 30, 000 
Esti- 

Project No. Length | mated 

cost 
5-G, H....- ($104, 900 
17-24-1....- 57, 900 
96-12, 13...) | 20,000 
25-18-1. 85, 000 
...do. | Grading and surfacing_____ 39, 400 
5-1-C, 115, 80 
| 119, 100 
2-15-3....... 36, 400 

ee). 

FS-565....... All agencies_......| Surveys and 51,700 
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A list of projects follows: 


Albuquerque area, $400,000.—This area covers reservations in New Mexico and. 
Colorado. 


Project 
No, 


Name of project 


Class of work 


Length 


Esti- 
mated 
cost 


14A...- 


11A, IB... 


Tom Newton Rd 


Las Norias____ 


Tesuque - 
San Felipe 


Zuni. 


Consolidated Ute | Grade, surface 100- 
foot bridges. 
do.............| Grading, minor 
drainage. 
ae Surveys and plans 
Grading, minor 
drainage. 
.--do_............| Surveys and plans 
Mescalero._..-.-_- Grading, minor 


drainage. 
Surveys and plans__ 


do. 
‘United Pueblos__ Bridge renewal... 


Seal coat _- 

‘aie do.............| Grade and drain age, 
bridge construc- 
tion, pave and 
seal. 

do... Grading, minor 


drainage. 


5 miles 


3 miles 


8 miles__. 
5.5 miles 


15 miles. ____ 
6 miles.____ 


10 miles___- 
60 feet... 
1 mile 

4 miles_____ 


| $25, 000 


400, 000 


34, 300 


7, 000 
50, 000 


12, 000 
56, 000 


8,000 
8, 700 
4,000 
82, 700 


12, 300 
100, 000 


Anadarko area, $195,605.—This area covers reservations in western Oklahoma. 
A list of projects follows: 


Project No. 


Name of project 


| 


Agency jurisdiction Class of work 


Length 


Calumet Rd 
Canton 


Calumet Rd 
Fort 


Cobb-Riverside 
Spring Creek Rd 
Watchhorn Road 


Concho (C. and A.)- 
Seiling (C. and 


A. 
Geary (C. and A.). 


Surfacing. 
Grading and bridges_ 


Surfacing... .......... 
do._..........| Surveys and plans___ 
Pawnee- Surfacing............. 


8, 000 
48, 000 


35, 000 
46, 000 


12, 000 


7, 500 
39, 105 


195, 605 


Billings area, $450,000.—This area covers reservations in Montana and Wyom- 
ing. A list of projects follows: 


Project No. 


Name of project 


Agency jurisdiction Class of work 


Heart Butte Short Cut 


oad. 

Little Horn feeder roads. 
Agency Hays...........- 
Laredo 
Wiota School roads______ 
Box Elder-Fort Kipp. 
Ashland North_. 

Fort Washakie-Arapaho. 


Fort Belknap 
Rocky Boy’s 
Peck 
North Cheyenne __ 
Wind River 
All agencies 


| | 
| 
ll miles.____ | | 
| Esti- 
cost 
| 
| | 
8.0 
905 
| 
Esti- 
Length — 
cos 
Miles 
Blackfeet..........] Grade, surface............. 7.5 | $62, 500 
Grade, surface, bridge____- 9.3 | 68,500 
8.2 | 36,800 
12, 100 
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Minneapolis area, $400,000.—This area covers reservations in Minnesota, 
Wisconsin, Michigan, and North Carolina. A list of projects follows: 


Project No. Name of project Agency jurisdiction Class of work 


Old South Branch Rd___| Menominee Surfacing 
Old Stockbridge Rd_____| Stockbridge.......| Grade, 
Redby-Ponemah Rd_. Red Lake. 1 
Big Cove Rd____ ----| Cherokee......-. 
Bunches Creek 
Mineral Center-Grand | Grand Portage... 
Portage. 
Mission Rd er Lake Grade, surface, 
Shady Rest Rd ...----| Grade 
Natt Grade and surface. ___- 
Reserve-Hayward Rd___| Lac Courte Oreil- | Grade, surface, bridge. ____ 


mp 


es. 

Raye Rd_ Red Cliff _.| Grade and surface___ 
Wilson-Hannahville Rd_| Potowatomi.. 
Area wide Surveys and plans 


Muskogee area, $300,000.— This area covers eastern Oklahoma, Mississippi, and 
Florica. A list of projects follows: 


Esti- 


a ct Name of project —— isdic- Class of work Length | mated 


Pear] River Rd_____-- > aw Grade, surface, | 5 miles___- 
bridge. 

--do _..| Surveys and plans. 3 
Milam Rd _.....| Grade and winnie 
Dry Creek Rd_. do 
Marble City Rd 


.| Surveys and plans... 20 miles 
Devils Garden Rd Oil surface 2.3 miles... 
Cemetery, agency, and |_....do Grade 1.5 miles_--- 
reservation roads. 
Indian Prairie Bridge. ___- 
Surveys and plans. 


Esti- 
Length | mated 
cost 
Miles 
$4, 000 
| 74, 450 
| 64,000 
42, 215 
24, 785 
| | 34,000 } 
| 
| 26, 000 
10,000 
14, 500 
} | 36,250 
3, 150 
3 32, 000 
3 20, 540 
| | $49, 000 
| 23, 400 
27, 000 
| 5,600 
| 51,000 
46, 000 
35, 000 
8, 000 
| 10,000 
23, 000 
10, 500 
10, 000 
1, 500 


Phoenia Area, $999,3895.—This area covers reservations in 
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and Utah. A list of projects follows: 


Arizona, Nevada 


Project No. 


Name of project 


| 
| 

jurisd 


| 


Class of work Length 


| 


Esti- 
mated 
cost 


Cibeque-White 
Rd. 


Bench Road 

Paiute Pikes Peak Lan- 
ton Rd. 

Wadsworth-Nixon Rd_ 

Cov Wells-Chuichu 


Colony—4 
mile. 


Post Road 


San Carlos-Peridot Rd_- 


White Rocks Rd 


Total 


| Colorado 
-do. 


River | 


| | s 
| South Fork 
| Fallon 


| Pyramid Lake -- 
Papago- 
do 


| “Gila River_.___- 


do 
Ban Carlos 
.do_. 
| Uintah and Ouray... | 


| Grade and drain_______ 
Surveys and plans- - 


| Grade 


Surveys and plans 
Grade 13.5; gravel 
Surveys and plans 
Gravel surface 
Surveys and plans 


| Grade___. 


Surveys and plans. ..._- 


| 


Surveys and pl: 
Grade and drain. 
Surveys and ple ANS 


| - 


.0 | 
0 | 206, 700 


12, 000 
188, 795 
3, 400 
31, 600 
12, 500 


53, 100 
55, 000 
20, 200 
31, 300 


97, 500 
26, 300 


13, 200 


Portland area, $850,000.—This area covers reservations in Washington, Oregon, 
A list of projects follows: 


and Idaho. 


Project 
No. 


Name of project 


Agency jurisdic- 


| 
tion 


Class of work Length 


Joe Moses Creek 


Park City Rd 
Silver Creek Rd 
Ford-Willpinit Rd 


Shoeship - Curl- Kanine |__ 
Rds. 


Worley-State Line Rd_- 


Sheepskin Rd 
Edmo-Lodge-Poog- 
Pauguitch-Siler. 


Lamm-Godowa-Yellow 
Jack Springs. 
Clallam Bay-Neah Bay 


Taholah Village Sts 
Status III roads 


Agency-Simnasho-He 
He Rd. 


| 
| 
“| 
| 


Colville 

an cay 

| Spokane... 


| | 
Surveys and plans._} 
| Gravel surface ____ 


| Surveys and plans 


do 


| W west 


Quinault_____- 


Warm Springs. 
_.do 


| Gravel surface S 


| Grade-bituminous 


| Surveys and plans 
| Bituminous surface | 


| Grade 


| Surveys and plans 
| Grade 


sti- 
meted 
cost 


Surveys and plans__| 12.0 miles_. 
Grade-gravel surface_| 5.31 miles 
5.34 miles 
2.0 miles 
10.0 miles 
4.0 miles 
2.9 miles 


Grade____- 
Bituminous surface 
Surveys and plans 
surface. | 
Surveys and plans__| 
Grade and surface 
Timber bridge. 


2.0 miles 
6.8 miles 


feet. 
6.0 miles 
| 5.12 miles 
Grade-bituminous | 5.75 miles 
surface. 
5.0 miles 
Grade-gravel surface.| 17.0 miles 
6.0 miles 
3.0 miles 
100.1 linear 
| feet. 
1.8 miles 
15.0 miles 
26.82 miles 


Timber bridge __ 


Gravel surface __ 
Surveys and plans___| 
and gravel 
surface. | 

12.0 miles 
and 8.9 miles _- 
surface. 


35.0 linear | 


| 


$11, 000 
70, 000 
20, 000 
28, 215 

100, 000 

3, 000 
37, 000 


2, 500 
43, 500 
4, 000 


5, 250 
7, 000 
77, 625 


4, 000 
80, 000 


4, 990 
| 25, 000 
8, 000 


15, 000 
13, 010 
189, 300 


11, 160 
90, 450 


| 850, 000 


| Miles | 
Valley Farm roads.____- | 20.0 
| 47.0 
Supai Canyon 5.0 
9.0 
Fort Apache--___- 23.0 
do Gravel surface 10.0 | 
urveys and plans........| 87.0 
and surface... 2.9 
do 5.3 | 
15.8 
| 10 
| 
_...do [: } 77, 500 
000 
0 | 41,000 
0| 7,200 
‘ 75,800 
| 
| | 
| North Idaho. 
| Coeur d’Alene____ | 
| 
at 
} 


Sacramento area, $600,000.—This area covers reservations and rancherias in 


the State of California. A list of projects follows: 


1100 


Project No. 


Name of project 


Agency jurisdiction 


Class of work 


Mendocino County 
roads. 

Placer County roads____ 

Del Norte County roads_ 

Humboldt County 
roads. 

Sonoma County roads- 

Inyo County roads 

Riverside County roads- 

Imperial County roads._ 


Navaho 


road program. 


Reservation, $2,065,000.—This is a part of the Navaho-Hopi long-range 
A list of projects follows: 


Project 
No. 


Name of project 


Class of work 


3(51) Rt. 3_- 


3(35) Rt. 3__. 
1(1) Rt. 1---- 


St. Michaels-Sawmill 
jetty. 


St. Michaels 


Ganado Wash 
Section through Ganado- 


Holbrook jetty east 


.| Holbrook jetty to Jed- 


Dinnebito Wash 
Hamblin Wash by U. 
Tuba City to U. 8. 89... 
Tuba City 


Preliminary surveys_ 


Detailed surveys 


and plans. 
Grade, drain, base, 
bituminous 


face. 
Bridge at St. Mi- 
chaels. 


sur- 


Grade, drain, sur- 
face. 

Airstrip, grade and 
drain. 


10,2 miles. _ - 
2.6 miles 


210.0 feet ___. 


11.0 miles... 
3,500.0 feet. . 


10.0 miles. 
210.0 feet 


Hopi Reservation, $535,000.—A list of Hopi 


projects follows: 


Name of project 


Class of work 


3 (27) Rt. 3_. 


3 (35) Rt. 
3 (36) Rt. 3-- 


Old Oraibi to Bacabi___. 


Bacabi to Dinnebito 
Wash. 


Preliminary surveys. 


Detailed 
and plans. 

Grade, drain surface_ 

Grade, drain, sur- 


surveys 


Bridge, concrete and 
steel. 


5.2 miles 
210 feet 


Washington, D. C., $35,000.—This covers salaries and expenses for central office 


supervision of this program. 


Esti- 
cost 
Miles 
Grade and surface.........| 5.6 | $75,900 
Surveys and plans___.-.._|........| 42,100 
A jurisdic- | Esti- 
tion cost 
pu api 6.6 miles ____| 278, 000 
Grade, drain, base, | 1.3 miles_.._| 45, 000 
bituminous sur- 
a 374, 000 

3(44) Rt. drain, sur- 111, 000 
ace. 
steel. 
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Mr. Jensen. We have another item now in House Document No. 
455. You are requesting a supplemental of $3,900,000 to be ex- 
pended for construction of roads and trails which is under the Federal 
Aid Highway Act. We will insert the pertinent portions of House 
Document No. 455 at this point: 


“CONSTRUCTION (LIQUIDATION OF CONTRACT AUTHORIZATION) 


“For payments under contracts or other obligations entered into pursuant to section 
6 of the Federal-Aid Highway Act of 1954 (68 Stat. 73), to remain ava‘lable until 
expended, $6,797,000, which is a part of the sum authorized to be appropriated for 
the fiscal year 1955 by section 4 (c) of the Act of June 25, 1952 (66 Stat. 159), and 
of which $2,897,000 shall be derived by transfer from the apprépriation to the Bureau 
of Indian Affairs for ‘Construction, 1955’.” 

Section 6 of the Federal-Aid Highway Act of 1954, approved May 6, 1954, auth- 
orizes the Secretary of the Interior to enter into contracts for the full amount of 
$10,000,000 authorized to be appropriated for the fiscal year 1955 by tne Federal- 
Aid Highway Act of 1952 10r the construction, repair, and maintenance of roads 
and bridges on Indian reservations. The budget for 1955 recommended $2,270,000 
for maintenance and $2,897,000 for construction of such facilities. A total pro- 
gram for 1955 has been developed involving construction projects estimated to 
cost $7,730,000. The majority of these projects cost less than $100,000 each and 
can be placed under contract rapidly. Except for the Navajo and Hopi Reserva- 
tions, emphasis is being placed on those roads for which agreements with local 
authorities for the assumption of future maintenance costs have been obtained, 
It is estimated that $3,900,000 in addition to the $2,897,000 provided in the Inte- 
rier Appropriation Act, 1955, will be required to meet contract earnings and other 
construction costs during 1955. To complete liquidation of these obligations will 
require a further appropriation of $933,000 in 1956. The difference between the 
full authorization and the amount herein provided for is financed by the appropri- 
ation ‘“‘Resources management’? mentioned above. 


The Navaho-Hopi program contemplated $20 million, of which 
only $4,578,000 was appropriated in the first 4 years. 

If this supplemental is allowed, $2,600,000 will be spent for this 
program in 1955. Is that right, Mr. Greenwood? 

Mr. Greenwoop. On the Navaho, Mr. Chairman? 

Mr. Jensen. On the Navaho and Hopi? 

Mr. Greenwoop. The amount to be expended on the Navaho and 
Hopi will be $2,600,000. 

Mr. Jensen. You have authority now to spend up to $10 million, 
that is you can go ahead and spend up to $10 million and then come 
in and ask Congress to appropriate the money even without an action 
of this committee. Is that correct? 

Mr. Greenwoop. That is correct, Mr. Chairman. 

Mr. Jensen. Because that authorization bill was an appropriation 
as well as an authorization? 

Mr. Greenwoop. That is correct, section 6 of the Federal Highway 
Act of 1954. 

Mr. Jensen. Similar to the loaning authority we give to the Rural 
Electrification authorization to spend money. 

Mr. GreeNwoop. Similar to that; yes, sir. 

Mr. Jensen. And it must be appropriated afterward, but you 
could without even an action of this committee go ahead and obligate 
up to $10 million; could you not? 

Mr. Greenwoon. I think we could Mr. Chairman. Of course we 
— to come to the committee and lay out the program. 

Mr. Jensen. We appreciate that. 
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Mr. Greenwoop. And indicate the cash requirement now, taking 
into consideration what the committee already has provided in the 
regular 1955 bill. 

Mr. JENSEN. National Parks did the same thing, National Park 
Service came before the committee. They came with their request 
for funds for fiscal 1955 out of the national parks authorization which 
is similar to this. 

Mr. Greenwoop. That is right. 
Mr. JensEN. In fact it is identical. 
Do you have a statement to make at this time? 


ROAD CONSTRUCTION 


PROGRAM FOR 1955 


Mr. GrEENWoop. We have tried to lay out in the justifications 
the complete program for the obligation of this $10 million. 

This supplemental estimate requests $3.9 million cash, which is in 
addition to the amount of $2,897,000 in the construction item in the 
regular 1955 Appropriation Act, and in addition to the $2,043,328 in 
the resources management item for the maintenance of roads in the 
regular 1955 Appropriation Act. This amount was. $2,270,000 in 
the estimate. 

We expect to obligate during this fiscal year the entire $10 million 
authorization. However, we are not asking for cash to that extent. 
In other words, we expect that there will be obligations outstanding 
on June 30, 1955, in the amount of $933,000 that will be liquidated 
out of funds appropriated in the fiscal year 1956. 


PERSONNEL 


Mr. Jensen. How much additional personnel are you asking for to 
administer this program? 

Mr. Greenwoop. We are recommending to the committee that 
the limitation that was imposed on the construction item in the 
regular appropriation bill be increased by $1,350,000 on account of 
this additional program. We would expect to accomplish about 36 
percent of this construction program by contract, but due to the fact 
that so many of these projects are small in size and in amount we 
anticipate we will not be able to get contractors interested in perform- 
ing many of these small jobs. They will have to be done by force 
account. 

We do estimate about 36 percent of the program will be performed 
by contract. That part of it which is performed by force account of 
course will employ Indian labor to the extent that it is available. 

Mr. Jensen. I was going to ask that. 

Mr. Greenwoop. And the training of that labor as we progress 
with the program. 

Mr. JENSEN. Does anybody else have any questions? 

Mr. Norre.u. I have one question I meant to ask awhile ago, Mr. 
Chairman, and then I will be through. 

If we should allow the estimates that we discussed awhile ago for 
the schools, how much additional personnel would be provided in 
that for the Indian Service? 
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Mr. Greenwoop. None at all, Mr. Norrell. That entire amount 
would be used to provide financial assistance to the public school 
districts. 

Mr. Norre.u. No additional personnel would be added? 

Mr. Greenwoop. None at all. 

Mr. Jensen. Is there anything else, gentlemen? 

ty GreENWoop. That is all, Mr. Chairman. Thank you very 
much. 
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Turspay, 6, 1954. 


JAMESTOWN-WILLIAMSBURG-YORKTOWN CELEBRATION 
COMMISSION 


WITNESSES 


CONRAD L. WIRTH, DIRECTOR OF THE NATIONAL PARK SERVICE 
(MEMBER AND EXECUTIVE OFFICER OF THE COMMISSION) 

SAMUEL M. BEMISS, PRESIDENT, FITZGERALD & CO., RICHMOND, 
VA. (VICE CHAIRMAN OF THE COMMISSION) 

R. F. LEE, CHIEF, INTERPRETATION DIVISION, NATIONAL PARK 
SERVICE 

KEITH NEILSON, CHIEF, BRANCH OF FINANCE, NATIONAL PARK 
SERVICE 

STANLEY W. ABBOTT, SUPERINTENDENT, COLONIAL NATIONAL 
HISTORICAL PARK 

HON. EDWARD J. ROBESON, JR., A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF VIRGINIA 


Mr. Taser. You gentlemen are here on an estimate contained in 
House Document No. 428 for $170,000 for the Jamestown-Williams- 
burg-Yorktown Celebration Commission. 

Mr. Wirtn. Yes, sir. 

Mr. Taser. The budget submission and the explanation thereof 
will be inserted in the record at this point. 

(The matter referred to is as follows:) 


JAMESTOWN-WILLIAMSBURG-YORETOWN CELEBRATION COMMISSION 


“For expenses necessary to carry out the provisions of the Act of August 13, 1953 
(67 Stat. 576), including services as authorized by section 15 of the Act ef August 
2, 1946 (6 U.S. C. 56a), at rates not to exceed $50 per diem for individuals; trans- 

rtation and not to exceed $20 per diem in lieu of subsistence for members of the 

ommission serving without compensation; purchase of not to exceed two passenger 
motor vehicles; and entertainment; $170,000.” 

On April 27, 1954, pursuant to Public Law 263, approved August 13, 1953, 
the President appointed six citizen members of the Jamestown-Williamsburg- 
Yorktown Celebration Commission to complete its membership. The President 
of the Senate and the Speaker of the House of Representatives had previously 
appointed four congressional Members. ‘ 

he Commission was established to develop and execute plans for celebrating 
during 1957 the 350th anniversary of the founding of Jamestown; the flowering 
of Colonial Virginia culture and statesmanship at Williamsburg; and the winning 
of American independence at Yorktown in 1781. 

This proposed appropriation is to provide for the first year of operation of the 
Commission. 
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Mr. Taser. What can you tell us about this? Why do you need 
the money? 


GENERAL STATEMENTS 


Mr. Wirrnu. We have some prepared statements here. Shall we 
put those in the record? 
Mr. Taser. Yes. 


(The statements above referred to are as follows:) 


SravTeEMENT OF Conrap L. Wirtrs, ExecurivE OFrFicER OF THE JAMESTOWN- 
WILLIAMSBURG-YORKTOWN CELEBRATION COMMISSION 


Mr. Chairman, the act of August 13, 1953 (Public Law 263, 83d Cong.), en- 
visages one of the great important anniversary celebrations of our time. It 
provides for the Jamestown-Williamsburg-Yorktown Commission which is to 
make plans with the State of Virginia for the proper celebration in 1957 of the 
350th anniversary of the founding of Jamestown, the flowering of colonial Virginia 
culture and statesmanship at Williamsburg, and the winning of American inde- 
pendence at Yorktown. Perhaps many of you either witnessed or, as a boy, 
heard about, with respectful awe, the great Jamestown Exposition of 1907. The 
memory of that event has lingered as one of the outstanding, colorful pageants of 
the early years of the 20th century. The Jamestown-Williamsburg- Yorktown 
celebration of 1957 is not being planned as a world’s fair type exhibition but it 
will be a memorable occurrence of the same magnitude. In a sense, the anniver- 
sary is more remarkable than the one in 1907, for in this case there are three key- 
note areas: Jamestown, where the Nation was born; colorful and dramatic colonial 
Williamsburg; and Yorktown, forever enshrined in our history as the place where 
Cornwallis surrendered and our independence was at last won. The vear 1957 
is not only the 350th anniversary of Jamestown, but it marks the time when the 
United States will have been a Nation for as long as we were a colony, (175 years). 
In this latter sense, it is an anniversary year that will never occur again 

The $170,000 that is being requested will make possible preparations for a 
fitting and proper celebration of a nationwide appeal and dignified character in 
cooperation with the State of Virginia’s 350th Anniversary Celebration Com- 
mission (for which the State has appropriated $200,000), and involving partici- 
pation by the various States of the Union, the Department of State, foreign 
countries, the Department of Defense, patriotic societies and organizations, and 
business and industrial groups, many of which have already indicated their interest 
and support. The Williamsburg Restoration will use its resources to make the 
Williamsburg portion of the-celebration reflect and emphasize the overall purpose 
of the anniversary year which is to make the American people conscious of our 
great debt to the Founding Fathers at Jamestown; to the Virginia statesmen, such 
as Jefferson and Washington, who are identified with colonial Williamsburg; and 
to the French allies and Continental soldiers who achieved the final victory of the 
American Revolution at Yorktown in 1781. 

The magnificent restored colonial Williamsburg will be one of the chief jewels 
of the 350th anniversary celebration. It is important that the other two great 
keynote sites, Jamestown and Yorktown, should similarly be made ready for the 
celebration. This will require planning of a very high order if the celebration as 
a whole is to be a success. It will be the duty of the Commission to make these 
plans. The Commission will assist the National Park Service in carrying out 
the planning work for facilities at Jamestown and Yorktown which will not only 
take care of the needs of the celebration year, but will be permanent improvements 
to the historical park programs at those places so dear to every American. 

The Bureau of the Budget has recently reviewed supplemental estimates of the 
National Park Service, of which I am Director, for constructing various roads and 
trails and parkways. These estimates, which have been considered by another 
Appropriations Committee recently, include $3,079,200 for constructing certain 
roads and for continuing construction on the Colonial Parkway,.with the objec- 
tive of completing them by the celebration year. 

Because of the late date of organizing the Commission, and the short time 
remaining before the beginning of the celebration year in 1957, the Commission 
must make an unusually strenuous effort to accomplish all that must be done. 
The $170,000 estimate presented for your consideration has undergone careful 
scrutiny by the Bureau of the Budget, and represents what the Commission be- 
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1 
lieves to be the minimum amount required if it is to be assured of successfu 
prosecution of this program. 


STaTEMENT OF Mr. Ropert V. Hatcner, CHAIRMAN OF THE JAMESTOWN- 
WILLIAMSBURG- YORKTOWN CELEBRATION COMMISSION 


Mr. Chairman, Jamestown, birthplace of the Nation in 1607, may be regarded 
as the seed from which this country grew; Williamsburg, so handsomely restored 
to its colonial aspect, may be thought of as one of the first flowers of our colonial 
development; and Yorktown, where Cornwallis surrendered on October 19, 1781, 
marks the end of the colonial period of our history and the beginning of our life 
as an independent nation. It is one of the miracles of history that these three 
places which saw the beginning of our colonial period, its highest development, 
and its end and the beginning of our new life as an independent nation all lie within 
a short distance of each other in the Virginia Peninsula. Intimately related 
historically, they represent successive chapters in the same broad story of our 
colonial beginnings, growth, and national independence. Taken together, they 
tell one of the world’s most fascinating and significant stories—a story that in 
1957 will cover 350 years, and which will be remarkable for the fact that in that 
same celebration year of 1957, our country will have been an independent nation 
for 175 years—the same number of years it was a colony. 

The Jamestown-Williamsburg- Yorktown Celebration Commission provided for 
by Public Law 263, 83d Congress, and approved by the President on August 13, 
1953 (six members of which were appointed by President kisenhower in keeping 
with the nationwide appeal of the proposed celebration) has for its purpose the 
making of proper plans for the anniversary year 1957. The plans will be made in 
full cooperation with the State of Virginia 350th Anniversary Commission, for 
which $200,000 has been appropriated by the State of Virginia. As its contribu- 
tion to the planning, colonial Williamsburg is loyally devoting its resources and 
the talents of its staff. Several industrial organizations are also pledged to 
contribute to the forthcoming celebration, and other cooperation of this type will 
be sought. While we do not plan a world’s fair type of exposition, we do believe 
that no little plans should be made, but that the plan should contemplate a digni- 
fied program of national interest, in keeping with the unique character of the 
triple anniversary that we are celebrating and on a par or level with the three 
great keynote historic sites to be featured during the anniversary year— James- 
town, Williamsburg, and Yorktown. I believe I may confidently say that it 
would be difficult to find three more historically important places in our national 
history than these. Our national self-esteem requires us to put our best foot 
forward in planning for the celebration in 1957 which will be watched closely in 
England and other countries abroad, and which will reflect how far we have come 
since 1607 and what great achievements we have made in cultural development, 
liberty and self-government. 


Mr. Wrrru. Also we have here with us Mr. Samuel Bemiss, who 
is a member of the Commission appointed by the President, and 
Vice Chairman of the Commission. He has a short statement and 
both of us would appreciate it very much if he might have an oppor- 
tunity to say a few words on it. 

Mr. Taser. We shall be glad to hear Mr. Bemiss. 

Mr. Bemiss. Mr. Chairman and gentlemen, the President and the 
Congress of the United States have created a Commission to celebrate 
in 1957 the founding of this Nation. Your Commission plans to do 
this and more. It plans, with the full cooperation of our institutions 
of learning, to show the steps from the landing at Jamestown in 1607 
to the surrender at Yorktown in 1781 which developed that social and 
political consciousness; the recognition which established the dignity 
of productive labor and which produced our Bill of Rights. 

We plan purely a historical exposition which will have a permanent 
effect on our people, strengthening them through a knowledge of their 
past and increasing their faith in their future. The opportunity is 
very great and the time is most fitting. We have already enlisted the 
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aid and interest of the State of Virginia, cultural institutions through- 
out the United States, and some of our great industrial organizations 
to participate in the portrayal of their industries dating back to the 
colonial period. 

The very creation of this Commission by Congress indicates the 
broad interest in this project. There never has been a time in our his- 
tory when it has seemed so vitally important for us to encourage the 
development of an informed and responsible citizenship. No one 
familiar with our past is justified in taking a disconsolate view of 
our future. 

I thank you. 

DETAILS OF THE ESTIMATE 


Mr. Taser. I think we will put in the record at this point page 4 of 
the justifications. 
(The matter above referred to is as follows:) 


Details making up the $170,000 estimate are as follows: 


OPERATING STAFF 


Assistant Administrative Director, 9, 600 
Chief of special guests and activities, GS-14________._._______._____ 9, 600 
Chief of program and research planning, GS-14_________ VSP) lab 9, 600 
Chief of press, ratio, and television, 9, 600 
Secretary to Administrative Director, 3, 795 
Clerk-stenographer, 4 at $3,175, 12, 700 
Property and supply clerk, 3, 410 

Total permanent, 12 72, 900 


OTHER EXPENSES 
02 Travel expenses of Commission and staff members... 
04 Communications, involving toll telephone calls and telegraph serv- 


05 Rents and utility services, for office space and services, ete_________- 
06 Printing and reproduction, of brochures, notices, ete. 69, 000 


07 Other contractual services, such as pro rata cost of joint council 
staff and expenses, repairs to automotive and other equipment, ete_ 
08 Supplies and materials for office operations, automotive equip- 
09 Equipment, including office equipment, and 2 passenger cars___~___ 


Mr. WiaeLesworts. You have a provision for 5 members of your 
staff drawing $9,600 or more; then you have $35,000 for consultant 
services. What are those consultant services? 


PURPOSE AND WORK OF THE COMMISSION 


Mr. Wirtu. May I backtrack just a little bit on the purpose of the 
Commission, what we are trying to do; because I think that will 
explain the relatively few number of people in the high brackets 
required by our approach to the problem. 
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First, the Commission has been appointed by the President, by the 
Speaker of the House, and the President of the Senate based on an 
act of Congress. The main purpose of the Commission is the cele- 
bration. The properties are either already federally owned, or are 
part of the Williamsburg restoration carried on by the Rockefeller 
interests. 

The main purpose of this Commission is to lead and organize the 
celebration in 1957 of three main events, namely, the 350th year of 
the founding of Jamestown; the 175th year of the Battle of Yorktown; 
and at Williamsburg the height of colonial history in America at a 
time when we will have been a nation as long as we were colonies. 
And they all fall within 24 miles of one another in this peninsula. 

Now the Commission has set up a type of organization which 
includes an Administrative Director, an Assistant Administrative 
Director and three heads under them. One of these three will be 
chief of special guests and activities, which is going to be a very 
difficult and important job, because it is an international type of 
thing, as well as national. Then there is a head position for the 
program and research planning, because the Commission feels that 
anything done here should not be of the world’s fair type, but should 
be done in order to preserve and perpetuate the history and historic 
events that took place there. There is a considerable amount of 
research yet to be done in that connection before the story can be 
fully displayed and told. The other postion is to handle the press, 
radio, and television material in connection with the celebration. 
Those are the three main breakdowns. 

The Commission itself does not intend to carry on any development. 
That would be carried on by the National Park Service through its 
— appropriations. But the Commission in relationship to the 
celebration and as advisers to the Park Service has taken the stand 
that it does not want a world’s fair type of thing; that it should deal 
with the historic events that took place there in proper perspective to 
our present-day life and living. 

In order to carry that out, the Commission has set up a staff that 
has those three breakdowns and very little clerical help of any sort. 

Now the consultant services. Instead of building up a staff, it is 
proposed to employ consultants who are specialists in the various his- 
toric fields like archeology, buildings, the military aspects, and so 
forth, who can give us that material on a short-term basis, rather than 
build up a full-time staff. Some of this research is going to require 
transportation to England and France and possibly other places in 
connection with research and obtaining material from those countries. 

That is the character of this particular organization. 


OVERALL ESTIMATED COST OF COMMISSION 


Mr. WideieswortnH. What is the overall estimated cost of this 
thing? It is going to be a several years proposition, is it not? 

Mr. Wirru. It is a 3-year proposition. 

Mr. Wiae.eswortu. What is the estimate of cost? 

Mr. Wirt. We estimate the same amount will be needed for each 
of the 3 years. The Commission expires as soon as the celebration is 
over in 1957. The way we look at it now the staff provided in this 
estimate would carry on right through the celebration. 
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I would like to say that none of the improvements or developments 
that will be carried out will be other than those that would be scheduled 
by the Federal Government anyway in the long-range program for the 
development of these historic areas. The impetus of this celebration 
will work out most likely to reduce in the long run the cost to the 
Federal Government. This is true because one of the things we are 
trying to do in the Commission is to encourage the donation of funds 
from various types of industries that were developed in the early 
colonial days, and which made this country what it is. 

In connection with the consultant services, the Vice Chairman, 
Mr. Bemiss, would like to say a word, if that is satisfactory. 

Mr. Anpersen. Let us get down to the heart of this problem. 

You say $170,000 a year for 3 years is mainly in personnel, is it not? 

Mr. Wirru. Mainly in personnel, yes, sir. 

Mr. AnperseN. Where will you get the money to put on the 
celebration? 

Mr. Wirtu. There is a State commission set up and they are going 
to handle what there is outside of the area dealing with the celebration. 


COST OF PROGRAM TO FEDERAL GOVERNMENT 


Mr. AnperseEn. I think the celebration is a wonderful idea; but, in 
the final analysis, how much is this going to cost the Federal Gov- 
ernment? 

Mr. Wirtn. It will not cost the Federal Government, except for 
the Commission, any more than it would cost in the long-range 
peagsene for the development of these parks which are already 

ederal properties. 

Mr. ANpeRsEN. You are a bit too general there. How much is 
going to be the cost to the Federal Government during the next 3 
years? For how much are you going to ask this committee for this 
purpose? You say $170,000 a year ioe 3 years. Will that embrace 
all of the requests to the Appropriations Committee for this purpose? 

Mr. Wirru. No, sir. 

Mr. ANpERSEN. Just how much do you anticipate asking of this 
committee? 

Mr. Wirru. I imagine—in fact the figures were drawn up—that 
the completion of the roads around the battlefield of Yorktown will 
most likely run—may I put that in round figures without breaking 
it down? 

Mr. AnpersEN. That is what I would like to have. 

Mr. Wirrtn. It will be about $2 million for the development of 
buildings what we call the B. and U. buildings and utilities and the 
finishing of the roads and parkways would most likely run from 
$2.5 million to $3 million at the most. 


DONATIONS 


Mr. Taser. Have you had any financial help from any 
foundation? 

Mr. Wirru. We have had several donations and intend to get more. 
For instance, the glass industry has already donated $35,000 for the 
restoration of the old glass furnace which was first developed in 1608. 
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The glass industry had people doing archeological work and also 
research work in England and they put up the money for it. 

The tobacco industry most likely will come in on it. 

We are working very closely with the Williamsburg Restoration 
Organization that is going to participate heavily in the celebration. 

Mr. ANDERSEN. It seems to me we are really considering the incep- 
tion of about a $3 million request here, are we not, Mr. Chairman? 

Mr. Taser. As I understand it, they have already received some 
appropriations toward a system of highways in this area. 

Mr. Wirru. Yes, sir. 

Mr. Taper. I think there was something in the Interior Depart- 
ment bill for that purpose. 

Mr. Wirru. There are appropriations. 


ACCELERATION OF DEVELOPMENT OF AREA BECAUSE OF CELEBRATION 


Mr. Gary. What you are actually doing, then, is asking Congress 
at this time to accelerate the expenditures which are planned over a 
long period of time? 

Mr. Wirtn. That is what the celebration would do. There would 
be no additional development other than filling in the long-range 
program. 

Mr. Gary. You already have a Federal national memorial there 
and you had planned to develop the area over a period of years and 
now you plan to accelerate that program because of the approaching 
celebration? 

Mr. Wirra. That is right. 

Mr. Bemiss. Part of that is the Interior Department parkway and 
that is not part of this Commission’s request. This Commission will 
not build any roads; the roads are for the Colonial Parkway. 

Mr. Gary. That is part of that $3 million? 

Mr. Bemiss. That is part of the $3 million. 

Mr. Gary. Part of that has been provided for? 

Mr. Bemiss. Part of that has been provided for. 

Mr. Gary. Those roads will have to be built regardless of whether 
you have this celebration or not. 

Mr. Bemiss. That is right. What we are trying to do is to put on a 
purely historic exposition, going back to the foundation of Jamestown 
in 1607, which really created the great forces in this country, and which 
made for the development of social and political consequences. The 
most of that period we are particularly interested in all came before the 
Revolutionary War. A lot took place at Yorktown. 

This is purely an operational budget. We expect a great deal of 
money to be spent down there; we expect it will run $20 million col- 
lected from various people, and it will be a good investment in the 
way of the travel excise tax that will eventually come back. 

The State of Virginia has already appropriated $200,000 for the 
same purpose. 


CONTRIBUTION OF STATE OF VIRGINIA 


Mr. ANpeRsEN. How much is the State of Virginia going to con- 
tribute to this entire project over the 3 years? 
Mr. Bemiss. I could not answer that. 
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Mr. AnperseNn. They have made no commitment? 

Mr. Bemiss. They have appropriated $200,000 for the same pur- 
pose that we are asking the $170,000. 

Mr. Wirru. In other words, they have a commission of their own 
and have appropriated $200,000. 

Mr. Bemiss. To go a little further, we have orgnanized already an 
historical advisory commission which embraces some of the best 
known and greatest historians in this country, and we went to insti- 
tutions like the Tobacco Institution to restore Green Springs. Green 
Springs was the first great house in this country. We would like to 
have that built entirely by corporation money as a restored 17th 
century balanced plantation, with all of the plantation industry, the 
tobacco industry, glass industry, and everything that started down 
there in those days. That will be a permanent installation in that 
area. 

Mr. Gary. The first iron foundry was built in this area. 

Mr. Bemiss. Yes; and the first glassworks. There were any number 
of firsts there. 

Mr. WiacLeswortu. As a matter of law, there is no obligation on 
the State of Virginia or other local units to contribute to this cele- 
bration. 

Mr. Bemiss. No; except they have done it and will do it. Their 
commission, [ would say, is made up largely of the most influential 
men in the Virginia State Legislature. 

Mr. Wirra. In fact, as one of the duties under the act, which is 
referred to in section 4: 

The Commission is authorized to accept donations of money, property, or 
personal services; to cooperate with patriotic and historical societies and with 
jostitutions of learning— 


and so forth. 
INCLUSION OF DONATIONS IN ESTIMATE OF OVERALL COST 


Mr. Wiacieswortu. Would those donations be over and above 
the figures you gave us of $2 million for buildings and $2.5 million to 
$3 million for roads; or do they cut down the extent of Federal 
contributions when received? 

Mr. Wirt. The figures I gave you were complete for the develop- 
ment of the area. Any donations will cut down those figures. Our 
estimates have been prepared in order to show Congress what the 
total cost would be. If there are any donations, it will cut down that 
ooet, because we do not want to do anything more than cover the 

istory. 

Mr WiceieswortH. Do you anticipate financial donations from 
State and private sources? 

Mr. Wrirtu. We anticipate more from private sources than we do 
from political bodies. 

Mr. Wice.esworrn. Surely the State of Virginia is going to play 
a reasonable part in this program. 

Mr. Wirru. The old capital of Jamestown is going to be restored 
by the State; the State is putting up the money for that. So that is 
one thing that is out. And then we have money from the glass people 
for the restoration of the glass industry and that is out—which nor- 
mally we would do. 
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(Discussion off the record.) 

Mr. Wirrn. This little sketch [exhibiting] will give you an indica- 
tion of the relationship of Jamestown, Williamsburg, and Yorktown. 
This parkway is already completed and you can travel that and go 
through town. This part [indicating] we hope to complete by 1957 
if we get the funds. Those two areas and the parkway are owned by 
the Federal Government. This restoration is in the boundaries of 
the park, but not part of the park, because it is handled by the restora- 
tion commission. As I understand the restoration commission’s idea 
in restoring Williamsburg—they are not trying to get the original 
money back, but they have it now, as I understand, on a paying basis. 
In other words, there is enough money coming in from various enter- 
prises in Williamsburg to maintain the old buildings, and so forth, 
without any further contribution. 


PRECEDENT FOR ESTABLISHMENT OF FEDERAL COMMISSION 


Mr. Davis. What do we have in the way of precedent for this sort 
of thing and what are we creating in the way of precedent by this sort 
of Federal contribution and the creation of a Federal commission for 
something of this kind? 

Mr. Wirt. There have been numerous Federal commissions on 
various celebrations throughout the years. I do not have a list of 
them here, but I am sure I could find at least a dozen of them. 


HISTORICAL IMPORTANCE OF THE AREA 


As for the precedent, I do not think it is a new precedent, but I 
will say there will never be another 350th-vear celebration, or a period 
when we will have been a Nation as long as we were a colony. It is 
hard for me to realize and I know it is for most of the people I speak 
to, that as of today we have been a nation as long as we were a colony. 
And it is a sequence of events that all happened down there. York- 
town, the final battle of the Revolution; and Jamestown, the first 
English-speaking colony; and Williamsburg, the height of colonial 
culture in the South, all are near together in that one place. And 
Virginia, of course, was one of the largest colonies that went away 
back to the Mississippi River. So that within 24 miles you have 
something there that you cannot find anywhere else. With all due 
respect to Independence Hall and with all due respect to the important 
buildings around New York and Manhattan, and the great Boston 
district, where I hope some day there will be a commission established 
to work out a program to submit to Congress, to preserve some of 
those very fine historic areas in and around Boston, such as North 
Church, thit is aside from this, these areas near Jamestown and 
Yorktown are one of the most highly important early historical areas 
in this country. 

Mr. Ropegson. It was the first port of original entry, and the 
first customhouse. 

Mr. Gary. They had the first law school in America. 

Mr. Yes, sir. 

Mr. Gary. And the second oldest college. 

Mr. Wirtn. The second oldest college is William and Mary, right 
there at Williamsburg. 
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Mr. Bemiss. And the legislature of 1619 was the first legislative 
body in the new world. 

Mr. Davis. That was also the year in which they brought over 
the first slaves and the first shipload of wives for the settlers. 

Mr. Wirru. That is right. 

Mr. Gary. The first boatload of Negroes brought into this country 
landed in this area. 

Mr. Bemiss. And every one of those Negroes came over as inden- 
tured servants. And that first boatload of Negroes, 20 of them, was 
brought over by a Dutch ship. 

Mr. Gary. At the request of Elder Michaux, a well-known religious 
leader of the Negro race, I sponsored a bill for the appointment of 
a commission to plan a celebration in this area to show the progress 
of the Negroes in this country. He contended, and I think properly, 
that this would be one of the best answers to Communist propaganda 
concerning the treatment of Negroes in this country. 

Mr. Bemiss. There are groups all around who want to participate 
in this. There is a group of Italians and Greeks who want to raise a 
fund of 3 or 4 million to create the development of American citizen- 
ship. And there is the Latin group that came to this area. The thing 
is loaded. 

NEED FOR AMOUNT OF THE ESTIMATE 


Mr. Rooney. It looks to me as though this appropriation request is 
loaded with a lot of stuff. As one who is totally in sympathy with the 
proper celebration which is planned, I wonder how substantial this 
request for $170,000 is. For instance, do you have to have two brand- 


new automobiles? Why do you have to have 5 brandnew typewriters, 
instead of getting rebuilt ones from the General Services Administra- 
tion; 4 costumers at $15 each; and why do we have to spend $740 
apiece for 2 brandnew dictaphone transcribers, and $15,000 for 
travel? Those are the things I want to hear something about. 

Mr. Wirta. To the best of our judgment, as far as passenger cars 
are concerned, I do not know where we could get them outside of this 
appropriation. We have to have some sort of transportation, as the 
work continues 3 years. 

Mr. Roongy. Could not the Park Service lend two cars to this 
Commission? How many cars does the Park Service have? 

Mr. Wirru. I think we have 2 cars in Yorktown—2 passenger cars. 

Mr. Rooney. And what is the total number of cars in the Park 
Service? 

Mr. Nerison. About 270. 

Mr. Roonny. Why could not you spot two of those down there for 
this purpose? 

Mr. Wirru. We have 180 areas to administer and we have been 
denied passenger cars year after year—additional ones—and 70 of our 
cars are over 7 years old and have over 60 000 miles on them. We 
are asking for replacements of these. We have no additional passenger 
oe, In fact, some of the stuff we have it is just a shaine to have to 
ride in. 

Mr. Taser. It is better than walking. 

Mr. Wrrra. It is not as safe. 

Mr. Rooney. In the interest of some economy, I am appalled at 
the method of approxch here appropriationwise. 


1115 


™ Mr. Wirt. Congressman Rooney, we have a very fine commission 
here whose members are donating their entire time without cost to 
the Federal Government. In addition to the congressional members 
it consists of Robert V. Hatcher of Richmond, Va., Winthrop Rock- 
efeller of Arkansas, Bentley Hite of Christiansburg, Va., David E. 
Finley of Washington, D. C., Frank Boyden of Deerfield, Mass., and 
Samuel M. Bemiss of Richmond, Va. 

Mr. Rooney. Those are all very distinguished gentlemen and I am 
not questioning the fact that they are, but you are getting away 
from the subject of this buckshot approach for $170,000 for equipment, 
2 automobiles, this, that, and the other thing. 

Mr. Taser. Why do you need a 5-station intercom system at $850? 

Mr. Wirrn. I have a statement here which says the Commission 
has been informed that it will be possible to secure office furniture 
from the General Services Administration on a loan basis and without 
charge, except for packing, crating, and transportation costs; that 
they can receive office furniture with the exception of those items listed 
above, which they had to put in the estimates for, because they do 
not have it. 

Mr. Taser. What is this item of intercom system? 

Mr. Wirru. That is one of these intercoms which is used in order 
to save time on the telephone. It is a time-saving and economy 
device which is used between offices. 

Mr. WicaieswortH. What is the item of $8,250 to meet one-half 
of the cost of a joint council staff and its expenses? What is a joint 
council staff? 

Mr. Wrrru. In order to have full cooperation with the State of 
Virginia, we have set up with them a joint staff for coordinating the 
activities of the State so as not to run into conflict with one another, 
and we will share the expenses in that amount. 

Mr. WiccGLeswortsh. How large is that staff? 

Mr. Wrrru. It consists of 1 person and 1 or 2 stenographers. 

Mr. Wiceieswortu. Is that included in the list which appears on 
page 4 of the justifications, or is that over and above the figure listed 
there? 

Mr. Wirtn. It is over and above, sir. It is included in the $170,000. 

Mr. WiaG_eswortn. Is it included in the personal expenses listed 
on page 4, aggregating $72,900? 

Mr. Wirru. No, sir; it is not. 

Mr. Wiaaieswortu. Well, where is it? 

Mr. Wirru. I will have to find it. 

Mr. Wiaatesworrttu. Is it listed down under other expenses? 

Mr. Wirru. Yes, sir. That is correct; is it not, Mr. Neilson? 

Mr. Neruson. No; I think all of the personal services are in this 
list at $72,900. 

Mr. Wirru. Well, there is none assigned to that. 

It is included in the $69,000. That is why I say the positions are 
not listed in the $72,900. It does not contain the positions for this 
‘staff. It is down here in the $69,000. However, it is included in the 
total of $170,000. 

Mr. WiceLeswortu. This contemplated round trip to England and 
France of 2 consultants at $15,000 is included in that figure? 

Mr. Wirrn. Yes, sir; everything is included here which is 
mentioned. 
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Mr. Rooney. Do you think the $170,000 figure is ample enough 
to cover everything? 

Mr. Wirt. We expect money from the outside, sir. We are 
banking on assistance from other sources. This is as much as we 
pores to spend on it, and we prepose to go out and sell this to a 
ot of people on the outside, and obtain additional funds. 

Mr. Gary. Mr. Chairman, may I say this: 

This area fornerly was in my district. However, under the redis- 
tricting of the State which became effective last year, it is now in Mr. 
Robeson’s district. 

Mr. Bemiss, who has made the presentation to the committee, lives 
in my district and is a neighbor of mine. He is one of the most public 
spirited citizens which we have in the city of Richmond. He gives 
a large part of his time to public and civic enterprises. 

Mr. Bemiss has served as chairman of the Virginia State Library 
Board and as chairman of the executive committee of the Medical 
College of Virginia. He is the president of the Virginia Historical 
Society and the president of the Atlantic Rural Exposition. 

I am personally acquainted with the members of the commission 
appointed by the State of Virginia to plan this celebration and also 
the members of the Federal Commission. The caliber of these men 
guarantee a celebration worthy of the occasion. 

I hope that this committee will make available the funds requested. 

Mr. Taser. Thank you, gentlemen. 

Mr. Wirru. Thank you very much, Mr, Chairman. 

We appreciate your permitting us to bring our problems to you. 


Turspay, 6, 1954. 


FIBER PRODUCTION PROGRAM 
WITNESSES 
GENERAL SERVICES ADMINISTRATION 


MAX MEDLEY, COMPTROLLER 

D. E. A. CAMERON, DIRECTOR, BUDGET DIVISION 

A. J. WALSH, COMMISSIONER, EMERGENCY PROCUREMENT 
STANLEY HANES, DIRECTOR, FIBER PROGRAM 

JAMES J. ROMEO, PRODUCTION SPECIALIST 

G. J. WINKLER, BUDGET ANALYST 


Mr. Taser. The committee will come to order. 

We have with us representatives of the fiber-production program, 
who appear here in behalf of an appropriation for that program, 
which has an estimated request for $148,000. 

What can you tell us about it, and why do you need the money, 


particularly the administrative ‘portion? 
GENERAL STATEMENT 


Mr. Hanes. Well, we have submitted a statement in connection 
with these operations. I do not know whether you are entirely 
familiar with it. 
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There are five plantations involved which were actually started in 
1942 to raise abaca, which is a strategic material. 

Mr. Taser. Where are those plantations located? 

Mr. Hanes. They are located in Central America, in four countries, 
including Panama, Honduras, Costa Rica, and Guatamala. They are 
of about 5,000 acres each and employ about 5,000 people; 1,000 at 
each one. They have been maintained since 1942, up until 1950, 
under the RFC Act, but in 1950 the Abaca Production Act provided 
for the continuance of production of up to about 50,000 acres, at the 
direction of the President. 

Actually, that has been maintained at a 25,000-acre level. 


WORLD PRODUCTION OF ABACA 


Mr. Taser. Are you producing any abaca? 

Mr. Hanes. Yes, sir; we are producing approximately 30 million 
pounds a year. We have cut back to about 22 million pounds for this 
next year. 

Mr. Taser. The figure of 30 million pounds a year would not be a 
large quantity compared with the consumption; would it? 

Mr. Hanzs. No, sir; it would not. It represents about 10 percent 
of the total world supply. The Philippines, of course, produce about 
95 percent of it. These plantations are maintained, actually, as a 
supplement to the national stockpile or a stockpile in the ground. 

Mr. Taser. I wonder how it could be 10 percent when the Philip- 
pines produce 95 percent of the supply. That runs contrary to my 
idea of arithmetic. 

Mr. Hanus. Maybe my figures are wrong. The Philippines pro- 
duce around 275 million pounds, and our production is about 30 million 
as normal production. Actually, however, we are planning produc- 
tion of about 22 million pounds for next year. 

That would be, roughly, 10 percent of the entire world production. 

The 95 percent was the production of the Philippines, actually, 
before we came into operation. They produced approximately 95 
percent of the world’s supply. 


SOURCE OF FUNDS 


Mr. Taser. What are you going to do with the money? Where 
does the cost of production and that sort of thing come from? 

Mr. Hanes. These funds came from the RFC. 

Mr. Taser. They came from the Reconstruction Finance Corpora- 
tion? 

Mr. Hanes. Yes, sir; that is right. 

Mr. Taper. You have these funds now? 

Mr. Hanes. We have these funds available. These are RFC 
liquidation funds. 

fr. Taner. On page 2 of the justifications, you detail the cireum- 

s‘ances in connection with your production costs of $8.1 million. 

Mr. Hanss. That is right. That is being transferred to GSA. 


LIMITATION FOR ADMINISTRATIVE EXPENSES 


Mr. Taser. On page 2 of the justifications, you are requesting 
administrative expenses in the amount of $148,000? 
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Mr. Hanes. That is correct. That represents a decrease in the 
personnel, 

Mr. Taser. Off the record. 

(Discussion off the record.) 

Mr. Taser. What use do you plan to make of the $148,000? 

Mr. Hanus. That is detailed there for the personnel, communica- 
tions, and so forth. It involves 17 people. That is a decrease of 
about 11 people from the past 2 years. 

Mr. Taser. What duties do these people perform? 

Mr. Hanes. There are seven in the administrative end which handle 
the administrative operations with the fruit company and those in 
connection with sales and the balance of the people are engaged in 
fiscal work. 

Mr. Taser. You have seven people present here with you. Do 
they constitute the staff? 

Mr. Hanes. No; we only have three actually from the adminis- 
trative staff here. These other people are with the General Services 
Administration. We have just been transferred over to General 
Services under the Executive order of June 22. 


FINANCIAL TABLES 


Mr. Gary. Mr. Chairman, have the tables on pages 5, 6, and 7 
been placed in the record? 

Mr. Taser. They have not been, but they can be if you would like 
to insert them. Those are the financial tables, and I do not see any 
reason why they should not be inserted in the record. 

(The matter referred to is as follows:) 
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Apaca Finer ProGRAM 


A, Statement of sources and application of funds 


1953 actual 


1954 estimate 


1955 estimate 


FUNDS APPLIED 
To operations 


Acquisition of assets: Plantations, expansions and Mamet 4 


Expenses: 
eostes...... 
Research and development 


Total expenses 


Total funds applied to operations 
Adjustment of prior years’ income. 


Total funds applied to operations 
To financing 
Increase in U. S. Treasury cash 
FUNDS PROVIDED 
By operations 
Income from sales of fiber 
Interest allowed on funds utilized by other Government agen- 
from sales of furniture and 
Decrease in selected working capital _ . 
Total funds provided by operations._.........____- 
By financing 
Decrease in U. S. Treasury cash...............-. 


$1, 570, 063 
5, 817, 334 
217, 853 
188, 439 
434, 867 | 


658, 493 | 


228, 
657, 037 


556. 


$1, 200, 


$1, 400, 000 


5, 800, 000 
120, 000 
187, 000 
313, 000 


6,420, 000 


7, 620, 000° 


6, 000, 000 
200, 000 
148, 000 
352, 000 


6, 700, 000 


8, 100, 000 000 


8, 100, 000 


8, 885, 593 


_ 4, 720, 000 


7, 360, 893 
000 
8,772 


1, 415, 
8, 885, 593. 


2, 400, 000 


100, 000 
11, 501 
13, 208, 499 


15, 720, 000 


8, 885, 593 | 15, 720, 000 


EFFECT ON BUDGETARY EXPENDITURES 


Total funds applied to operations 


Total funds provided by operations...............-.--- 


Net effect on budgetary expenditures 
The above amounts are charged (or credited (—)) as follows: 


$8, 885, 593 
8, 885, 593 


$7, 620, 000 
15, 720, 000 


—8, 100, 000 


46868—54—pt. 2——-71 


he 
of 
te — | 
s- | 8,885, 598 | 8, 100, 000 
eS 
al | 
10,00 
| | 
7 
2, 500, 000 
00,000 
| 
| | 
8, 100, 000 
2, 500, 000 
== 
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B. Statement of income and expense 


1954 estimate | 


Income: Sales of fiber 7,360,893 $2, 400, 000 $2, 500, 000 


1953 actual 


Expenses: 

Cost of goods sold: 
Increase (—) or decrease inventory_ —2, 100, 000 

Cost of goods sold Seer y 3, 900, 000 
Research and development... 

Administrative expense 

Other 

Loss on retirement of plantation facilities (net) 
Depreciation 

Interest on funds invested in net “operating assets 


Total expenses 


Net loss (—), fiber program 


ANALYSIS OF EQUITY OF U. 8. TREASURY (62 STAT. 1187) 


Beginning of year. ‘ $20,325,436 | $19, 695, 636 $17, 875, 636 
Net income (or loss (—)) for the year. —232,078 | —2, 100,000 —3, 380, 000 
Interest on funds utilized by other Gov ernment agencies... ._. 100, 000 100, 000 
Restoration of amounts of interest, and reserves not involving 
eash outlay charged to operations above. 159, 315 180, 000 350, 000 
Adjustment of prior years’ operation —657, 037 


Balance at end of year (statement C) 19, 695, 636 | 17, 875, 636 | 14, 975, 63 636 


. 


C. Statement of financial condition 


1953 1954 1955 
actual estimate estimate 


ASSETS 


Accounts receivable: 
}. 8. Government agencies___. $1, 341, 654 
Other. __. 6, 831 211, 924 200, 000 


Total accounts receivable , 348, 532, 144 


Inventories: 
Abaca 597, 307 616, 952 3, 400, 000 5, 500, 000 
Operating and other | 1,410, 431 1,074, 364 | 1,000,000 | 1,000, 000 


2,007,738 | 1, 691, 316 


Plantations, plant, and _.| 11, 416, 058 | 12, 463, 555 

Less portion charged off as depreciation 5, 178,894.| 5,451, 136 

6, 237, 164 7, 012, 419 
80, 254 59, 


1 
12, 500, 000 | 12, 563, 019 
64, 727 
43, 226 


Total inventories 


21, 501 
| 22, 203,914 | 21,879, 480 ' 16, 910, 000 


Accounts payable 1, 742, 482 | 2,114,122 | 1, 1, 900, 000 
Reserve for employees’ earned annual leave 135, 996 69, 722 34, 364 

.478 | 2, 183, 844 1, 934, 364 
Investment of U. 8S. Government (statement B) 20; pli 436 | 19, 695, 636 14, 975, 636 


Total liabilities and investment of U. 8. Govern- | 
ment_........ | 22, 203, 914 | 21, 879, 480 16, 910, 000 


| 
—282, 078 | —2, 100,000 —3, 250, 000 
| 1952 
actual 
| | 
Cash with U. 8, Treasury...............-...-----------|------------|-----------«] $8, 100,000 | $2, 800,000 
20,000 200, 000 
400.000 | 6,500, 000 
13,000,000 | 14, 300, 000 
6, 000, 000 6, 700, 000 
7,000, 000 7, 600, 000 
100, 000 100, 000 
Less portion charged off as depreciation. 30, 000 | 20, 000 
Total assets. 
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EFFECT OF THE LANGUAGE 


Mr. Wiee.eswortn. | do not understand the effect of the requested 
language, Mr. Hanes. Will vou please tell us about that? 

Mr. Hangs. Mr. Chairman, Mr. Medley is here, and can cover that. 

Mr. Mepuey. Mr. Chairman, | can speak to that. 

I am Comptroller of the General Services Administration, and this is 
Mr. Walsh, who is Commissioner of the Emergency Procurement 
Service, and in whose department the abaca program will be admin- 
istered. The language is a limitation, Congressman. 

Mr. Wiaeiesworrn. It says: 

The General Services Administration is authorized to make such expenditures 
within the limitation of funds available to it in accordance with law, and to make 
such contracts and commitments without regard to fiscal year limitations, as 
may be necessary in connection with the program— 
and so on, 

What does that mean in dollars and cents? 

Mr. Mepuey. Well, I would refer that question to Mr. Hanes. 
I think the language which originated in the Bureau of the Budget 
stems from one of the provisions of the Abaca Production Act of 1950, 
which placed this program under the Government Corporation Control 
Act. 

As to the nature of the expenditures, Mr. Hanes, who has been in 
charge of this program, would have to answer that question. 

Mr. Hanes. Actually, that is a fiscal problem with which I am not 
too familiar, but it is a limitation on the amount of $8.1 million. 

Mr. WiaGieswortu. I want to know what this overall language 
means, and what you are asking us to do. I do not understand it. 

Mr. Taser. How much money is made available by it, and what do 
you do with it? 

RFC FUNDS TRANSFERRED TO GSA 


Mr. Hanes. $8.1 million would be the total funds required, which 
we are requesting be transferred, for the operation of this program for 
fiscal 1955. 

Mr. Rooney. Is that as the consequence of this language change 
for which you now seek our approval? 

Mr. Hanes. That is right. 

Mr. Rooney. We are not talking about $148,000, then, but we are 
talking about $8.1 million. 

Mr. Wiaa.ieswortH. The $8.1 million would be transferred from 
here to where? 

Mr. Hanes. From the RFC liquidation funds to the General 
Services Administration. 

Mr. Wiae.teswortu. I do not see anything about a transfer here. 

Mr. Hanes. That is.covered in the Executive order. 

Mr. Wiae.eswortH. These funds have already been transferred 
by Executive order? 

Mr. Meptey. They will be transferred. We have a copy here of the 
transfer, but I am not sure that it is official, sir. 

However, under the orders issued by the Director of the Bureau 
of the Budget, and which Mr. Graham says has been issued, the sum 
of $8.1 million has been transferred to the General Services 
Administration. 


) 
) 
) 
) 
) 
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Mr. WiccLeswortn. What does that $8.1 million represent? 

Where did it come from? 

Mr. Granam. Under the Appropriation Act of 1949, the synthetic 
rubber, tin, and fiber programs were financed with the proceeds of the 
liquidation of certain assets remaining with RFC, left over from 
World War II. The sum of $8.1 million which was allocated to the 
abaca fiber program has been transferred from those funds by RFC to 
the General Services Administration. 

Mr. WiceLeswortn. By this language you want us to authorize 
you to spend $8.1 million for production costs, research and develop- 
ment, and so forth, in fiscal 1955; is that right? 

Mr. Granam. Yes, sir; and place a limitation on the amount of 
that $8.1 million which can be spent for administrative uses. 

Mr. Wicetesworts. What is the comparable figure to the $8.1 
million in 1954? 

Mr. Granam. $7,620,000. 

Mr. Taser. I wonder about that. Is that what it costs to produce 
the fiber, or is that what you received for it, or what? 

Mr. Hanes. It is the cost of production and maintenance of the 
plantations, which would include the fertilization, and so forth. 


REASON FOR OPERATING DEFICIT 


Mr. Taper. I am not sure that I understand your operations. 
You seem to show in 1954 an income from sales of fiber in the amount 
of $2.4 million. This is on page 6 of the justifications, and the cost of 
prone sold, $5.8 million; and increase in inventory of $2.8 million, 


eaving the net cost at $3 million. 

You seem to have spent quite a lot of money on research and admin- 
istration, and depreciation. 

I am wondering how good a job we are doing if we are selling goods 
for $2.4 million which costs us $3 million. 

Next year, you are proposing to sell goods for $2.5 million which 
cost us $3.9 million to produce. 

It appears that you are running further behind than you did in 1954 
on that basis. 

Mr. Hanes. I think that is true, Mr. Chairman. 

Mr. Rooney. This looks like a deliberately planned deficiency, and 
I wonder if there is any valid reason for it. 

Mr. Taser. I do not know why we should need it, or why we need 
to have larger losses next year than this year. One would think that 
after the initial operation was started, it would not run so far behind. 

a that in starting the operation, the cost would run more 
at first. 

If you were able to show us tbat you are og tna we would 
= som so badly about the operation running behind worse this year 

an last. 

Mr. Hanes. Well, actually, the reason is that the market is now 
at the lowest point in its history for many, many years. I never 
remember it being so low. The cost of operations are actually 
increasing. These plantations are getting older, and it is necessary 
to fertilize them, which is a considerable expense, and as you know the 
cost of salaries and wages and everything else have gone up in all of 
these countries. We have been faced with strikes in Guatemala and 
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Honduras, and the result is that the actual operational costs are 
increasing, and the market price here has been coming down. It is 
the lowest it has ever been. 

This production is sold in the world market and we can only sell 
for what it will bring in the market. 

Mr. Wiee.eswortH. This may be saying the same thing in a 
different way, but I notice on page 2 of the statement that you indi- 
cate that in fiscal year 1953 you had sales of 33.5 million pounds, and 
you realized $7.3 million, but when you come to fiscal 1955 you expect 
to sell 16 million pounds, or about one-half as much, and instead of 
getting half of $7.3 million, you only expect to realize $2.5 million, 
or about one-third of it. 

Mr. Hanes. That is right. 

Mr. Wice.Leswortu. Then, right above that, despite that decrease 
in production, the cost of production has gone up from $5.8 million 
in the fiscal years 1953 and 1954 to $6 million, according to this 
request for fiscal 1955? 

Mr. Hanes. That is correct. Actually, we have sold every pound 
we have produced until this year, and actually the inventory has been 
increased. We will probably decrease our production from our normal 
30 million pounds to 22 million pounds, but the cost of production 
does not vary much. When you have to operate an acre of farmland, 
it costs you just about as much to produce 1,060 pounds on it as it does 
1,200 pounds. 

Mr. WiecGtesworrn. Let me ask you one other question: 

Looking at page 2, can you give us the corresponding figures for 
the breakdown in the fiscal year which has just closed? 

Mr. Meptey. That would be on page 5, Mr. Wigglesworth. 

Mr. WiaG_esworrtu. Well, you are asking for an increase in pro- 
duction costs and an increase in research and development; a decrease 
in administration costs, and an increase in other expenditures, as well 
as an increase in the capital expenditure, whatever that is. 

That is the acquisition of assets, apparently, and expansion? 


INCREASED ACREAGE 


Mr. Hanes. That is right; that is expansion. It is actually an 
expansion of projects which are already in progress. ‘Two thousand 
acres are being added in Costa Rica. 

Mr. Taper. Why are you adding acreage, when you are not going 
to produce so much on the same acreage which you have, as you did 
the year before? 

. r. Hanes. I will have to give you a little history, I guess, about 
that: 

The original was 50,000 acres that we were seeking. Then it was 
reduced to 25,000 acres, and now we are down to actually about 
20,000 acres, but there were some areas in both Costa Rica and Hon- 
duras which, under the directive for 25,000 acres, we had to rehabili- 
tate or get into production in order to come up to the President’s 
directive. The Office of Defense Mobilization is now making these 
strategic considerations. They have just reviewed it, and while it is 
not official, I believe that they have come to the conclusion that we 
should reduce our acreage to 20,000 acres rather than 25,000. 
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Mr. Taper. I note you are spending $1.4 million for new construe- 
tion down there. 

Mr. Hanes. That is correct. 

Mr. Taser. Why are you doing that? 

Mr. Hanes. To bring it up to the required acreage that has been 
determined by ODM and the President. This has already been in 
progress for about a year. 

Mr. Taner. I just cannot understand when you have all this cost 
running now, the idea of spending more and producing less. 

Mr. Roonny. There must be something top secret about this, be- 
cause there seems to be prevalent a reluctance to explain it. I know 
nothing about the program, and I have certainly heard nothing at 
this table which helps me to figure the thing out. 

That is how I feel about it. 


DECREASE IN PRODUCTION 


Mr. Taser. The tables show that the cost of production and 
operating 22,000 acres is a little more than the cost of operating 30,000 
acres in the days before, and the production is going to drop off from 
almost 35 million pounds to something like 22 million. 

I can get that much of it, and that bothers me, frankly. 


INCREASE IN LOSSES 


Mr. Gary. Here is the thing that worries me: 

Your losses in fiscal year 1953 were $232,000; in 1954 they were 
$2.1 million, and the estimated loss in fiscal 1955 is $3.25 million. 

Where are we going? Is it worth while to operate the program at 
all with losses increasing at that rate? 

Mr. Taser. Well, that is something which we should have answered 
for us. I do not know the program well enough to understand how 
with that kind of a statement it is justified at all. 

Mr. Rooney. Not only is there no new money to be returned to 
the Treasury under this, but the funds are being depleted; is that 
correct? 

Mr. Hanus. That is correct. 

Mr. Gary. What is the purpose of continuing it? 

Mr. Roonry. Why should we go ahead with your planned losses? 


PROGRAM PROVIDES STOCKPILE OF FIBER 


Mr. Hanes. This is a strategic operation, Mr. Congressman. RFC 
has been operating these as a supplement to the stockpile. This fiber 
has to be ‘rotated, since it is a vegetable fiber. You cannot store it 
like you can tin or iron or something of that kind to the extent of what 
your requirements would be. 

So, necessarily, the objective of the stockpile is somewhat lower 
than would be your wartime requirements, as I understand it. This 
is to continue the program so that in an emergency we might expand 
quickly and keep maintaining our actual requirements. 

In other words, this is a stockpile in the ground, and the reason for 
the operating cost increasing is that the sales prices have declined to 
the extent of the lowest point they have ever been in our experience. 

Mr. Gary. To what is that situation due? 
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Mr. Hanes. There seems to be no reason. There is no demand in 
the market at all. 

As I mentioned a minute ago, we have always sold our entire 
production and in the past year we have been accumulating inven- 
tories Which the trade has not absorbed. They are running about 
60 percent to 70 percent of normal, and actually I believe their plans 
are to probably consider further decreases in production. 

Mr. Watsu. | think the acreage is set by the Government’s Office 
of Defense Mobilization. 


EFFECT ON DOMESTIC CORDAGE INDUSTRY 


Mr. Rooney. What effect does this program have on the domestic 
cordage people? 

Mr. Hanes. Well, actually, the domestic cordage people are 
actually the people who buy our fiber, and buy it from the stockpile 
when it is rotated. They are not buying the fiber now, because the 
demand for the purposes they use it apparently is not enough to use 
the production, and the result is that we have accumulated an inven- 
tory of it. 

Mr. Gary. Are there other fibers which can be used for this 
purpose? 

Mr. Hanes. There are none which are as good. That is the reason 
this was deemed necessary in 1950 when the legislation was passed. 

This is manila fiber. It is the same as that which comes from the 
Philippines for making rope. That is the planned purpose of it, and 
there is no substitute for it. 


A number of things were used during the last war, including sisal, 
and none of them were as good as this. It is resistant to salt water, 
for example, and the tensile strength is much greater. 


COST SINCE START OF PROGRAM 


Mr. Roonry. How much has this cost the taxpayers, in toto? 
How much has it cost them since the program started? 

Mr. Hanes. About $17 million over a 10-year period of operations, 
and that includes the depreciation. That is the difference between 
the actual disbursements and the receipts. 

Mr. WiaGLeswortu. For how long a period can you stockpile it? 

Mr. Hanss. It has to be rotated every 5 years. It was originally 
3 years, and the General Services Administration has recently extended 
that to 5 years. That $17 million, I might add, Mr. Congressman, 
includes depreciation, but we do have assets there. The plants are 
now worth about $7.4 million in book value, but when you come to 
liquidating them, it is quite improbale that you would get anything 
like that, but you would have some recovery. 

Mr. Taser. Why would you be spending more money to operate 
22,000 acres than you spent for operating 30,0000 acres? 

Mr. Hanes. It is not less acreage, Mr. Chairman; that is the 
production. 

Mr. Taser. I thought you said you had cut your acreage down to 
22,000 acres from 30,000 acres. 

Mr. Hanes. No; I think you misunderstood me. If I did say that, 
I wasinerror. That figure of 30 million was the production figure. 
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Mr. Taser. I know about that, but you are cutting it down. T do 
not understand your remarks here, and this sounds kind of funny. 
You show here on page 3 that your 1953 losses were $232,000; your 
1954 losses were $2.1 million; your 1955 estimate is $3.25 million. 
Then turn to page 6 and look at that, and it indicates that you have a 
loss of $600,000 on your operations and the other charges, some of 
which were capital charges and things of that kind, and no one here 
could tell whether they are proper charges or not. They run up to the 
point where you have a loss of $2.1 million, and then you go to the other 
one and in 1955 your loss is $1.4 million in your cost of production. 
The other figures down below seem to build up your cost figures 
quite decidedly. 
BALANCE SHEET 


Do you have any financial statement or balance sheet which you 
could present to the committee? 

Mr. Grauam. Yes, sir; and it is shown on page 7 of the justifica- 
tions. 

Mr. Taser. It shows $2.5 million in cash, and $6.5 million in in- 
ventory, and plantations in the amount of $7.6 million. 


OWNERSHIP OF PROPERTY 


You told us the title to the plants was in the name of the United 
Fruit Co. 

Mr. Hanes. Just the land, sir. 

The cultivations, the housing and the actual plant itself, including 
machinery and railroads, are owned the Government. 
The title to the land is in the United Fruit Co., but not the plant, 
and the other assets. 

Mr. Gary. What term lease do we have on the land? 

Mr. Hanes. Until 1960, under the contract. That is the expiration 
of the Abaca Production Act. The contract has a 30-day cancellation, 
Mr. Congressman. 

Mr. Gary. We have put $14.3 million in improvements on property 
to which our rights will expire in 1960? 

Mr. Hangs. To the land; yes, sir, but we own the assets. 

Mr. Gary. Do we have the right of removing these assets? 

Mr. Hanes. That is right; wedo. The contract provides an option 
to the fruit company to buy it as a going concern. Failing that, then 
we have a right to sell it as a going concern, and then failing that, we 
have the right to remove the property and liquidate it. 


REDUCTION 


IN INVESTMENT 


Mr. Taser. When we turn to page 7, again, and look at those 
figures, it shows the investment of the United States Government to 
be $20 million in 1952; $19.7 million in 1953; $17.8 million in 1954, 
and then we have your estimate of $14.9 million in 1955. 

What creates the reduction in the investment? Your depreciation 
charge is set from $500,000 to $700,000 over those periods. What 
creates this difference there? ' 

Mr. Granam. The operating losses. 

Mr. Rooney. That is right. That represents the operating losses. 
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Mr. Taper. Is that it? Is it the operating losses which creates the 
difference? 
Mr. Hanzs. Yes, sir; it seems to be. 


CAPITAL EXPENDITURE 


Mr. WiaGLeswortu. Specifically, what do you propose to do with 
the $1.4 million which you are requesting for capital expenditure? 

Mr. Hanes. The bulk of that is in these new developments which 
I mentioned. 

Mr. WieGLeswortH. What are they? 

Mr. Hanes. There are 2,000 acres in Costa Rica, and about 3,900 
acres in Honduras. 

Mr. Taser. The rest of it would be in Guatemala? 

Mr. Hanes. We are not expanding in Guatemala. 

Mr. WiacieswortH. Why, if you are curtailing your poundage 
on existing acreage, do we want 6,000 more acres? Ido not get the 

icture. 
. Mr. Hangs. I, maybe, did not make it clear. The original directive 
was 50,000 acres, and that was the reason we undertook this expansion. 
Now, we have absorbed some of the expenses in developing those, and 
in going through the preliminary stages which will build it up to about 
20,000 acres (exclusive of Panama and abandonments). 

Mr. WiaG.eswortH. What will bring it up to 20,000 acres? 

8 Mr. Hanes. This additional development in Honduras and Costa 
ica. 

Mr. WieGieswortu. I thought you told us you had in Costa Rica, 
Guatamala, Honduras, and Panama about 5,000 acres in each country? 

Mr. Hanes. We have five plantations in those countries. 

Mr. WiaGLeswortH. Your opening statement, unless I am mis- 
taken, said you had 4 of these plantations of 5,000 acres each with 
5,000 employees, roughly, on each. That would give you 20,000 
acres, and if you are not using all of that 20,000 acres, why do you 
prapers to throw in another 6,000 acres on top of what you have? 

at is the justification for the increase? 

Mr. Hanes. Mr. Congressman, I do not know; maybe, my state- 
ment was erroneous. I said, I think, “5 plantations in 4 countries.” 

We have 2 plantations in Costa Rica of 5,000 acres each. Our 
total there is about 10,300 acres. In Guatemala there are 4,900 acres 
or, roughly, 5,000 acres, and in Honduras there is another 5,000 
acres, and in Panama we only have 2,500 acres at the present time. 

Mr. WieeLeswortu. What does that total? 

Mr. Hanss. Twenty-two thousand and six hundred acres. 

Mr. WiaG.eswortH. Now, you propose to throw another 6,000 
acres on top of that? 

Mr. Hanes. No, sir; that includes the additional acreage which 
I just mentioned which is in the process of development; have been 
for the past year. 

Mr. WiaGieswortH. What I am trying to develop is: What are 
you going to do with this $1.4 million capital expenditure, if you 
receive it, and why? 

Mr. Hanzs. We have 1,300 acres under development of the 2,000 
which is still undeveloped in Costa Rica, and it costs about $1,000 
an acre to develop these areas. That is in the process. 
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Mr. Wiaateswortn. You still do not tell me what this money is 
to be used for, and why. 

Is it capital expenditure? 

Mr. Hanes. Primarily for—— 

Mr. WiaeGieswortu. Six thousand more acres; is that right? 

Mr. Hanes. It would be roughly that, 3,900 acres and 2,000 
acres. 

Mr. Wiacieswortn. Why do you want them? As you are cur- 
tailing your poundage production on the present basis, why do you 
want more acres? 

Mr. Hanus. The objective, as I stated before, is not set by us. 
It was set at 25,000 acres, which we were trying to reach when we 
undertook the development of this acreage. 

Mr. Taser. This statement that I have in my hand is your state- 
ment! 

Mr. Hanes. Yes. 

Mr. Taser. If you will turn to page 2 of that statement you will 
see that the acreage picture there involves something in the neigh- 
borhood of 30,000 acres of United Fruit Co. land. 

Mr. Hanus. That is right, and that has been decreased over 
the years. 

Mr. Taser. That is the number of acres you have. It is all 
United Fruit Co. acreage, is it not? 

Mr. Hanes. Those were the original plantations. All of those have 
been reduced in acreage since then. Now there are 22,500 acres. 
There was a total originally of about 28,000 acres. 

Mr. Taper. It is more than that. There are 5 of them there in the 
statement, and they average approximately 5,800 acres. 

Mr. Wausu. The list on page 2 adds up to 28,677 acres. 

Mr. Hanes. Those were the original plantations in 1942. 


TOTAL OF ASSETS 


Mr. Taner. A while ago you told us you had $17 million in it, and 
on page 4 of your statement you show $18,100,000. I do not know 
which is which. The unrecovered investment is represented by assets 
aggregating approximately $10 million. There is an accumulated 
deficit of $7,900,000. If you will turn to page 7 you will see the bal- 
ance sheet that shows the value of the assets at $17 million. It is 
sort of hard for a fellow who just understands ordinary arithmetic and 
language to understand how you get that. 

Mr. Hanes. Are you talking about a difference of $300,000? 

Mr. Taser. No, $8 million, practically, the difference between 
$10 million and $17 million. 

Mr. Hanes. The figures in the statement are actual through April 
30. These other figures include estimates to the end of the year. 

Mr. Taper. The difference between $17,875,000 and $10,200,000 
is preceealy $8 million, so I do not know vag what the picture is. 

Mr. Grauam. The difference between the $10,200,000 figure and 
the other figure is the $8,100,000 that was transferred from RFC to 
the abaca program in the form of cash, which is really an additional 
investment in the program. 

Mr. Taser. How could that be without it showing on the balance 
sheet for the end of the year? I think that you people had better 


1129 


take these figures back and get this thing straightened out so you 
can tell the story so we can understand it, because we cannot under- 
stand this confusion. That is for sure. I think that is as far as we 
will go today. 

Mr. Granam. The $10,200,000 figure that you are referring to is 
assets, the value of the physical improvements to the plantations, the 
yon = themselves, the decordicating machinery, the railroads and 
so forth. 

Mr. Taser. You are just getting in deeper. If you take the 
$8,100,000 out of the $17,875,000, you would get a figure that would 
not jibe with the $10,200,000. The investment of the Government 
is shown at $17,875,000 over on page 7. You had better get these 
things balanced. 

Mr. Granam. That was an estimate as of June 30, whereas the 
$10,200,000 is an actual figure for April 30. 

Mr. Taser. You better study these figures and get them in shape 
so Md will know what they are. That is as far as we will go on this 
today. 


Turspay, 6, 1954. 
FEDERAL FACILITIES CORPORATION 


WITNESSES 


LAURENCE B. ROBBINS, ADMINISTRATOR 

E. DORRENCE KELLY, DIRECTOR, OFFICE OF SYNTHETIC RUBBER 
WYLIE F. MCKINNON, OFFICE OF TIN 

LEONARD J. RALSTON, ASSISTANT GENERAL COUNSEL 

WILLARD L. JOHNSON, BUDGET OFFICER, TREASURY DEPARTMENT 
THOMAS H. GRAHAM, STAFF ASSISTANT 


Mr. Taser. The committee has before it some language contained 
in House Document No. 456 pertaining to the Federal Facilities 
Corporation. The pertinent portion of House Document No. 456 
will be placed in the record at this point: 


TREASURY DEPARTMENT 
Feperat Facitiri1es Corporation 


“The Federal Facilities Corporation is hereby authorized to make such expenditures, 
within the limits of funds available to it and in accord with law, and to make such 
contracts and commitments without regard Pew year limitations as provided by 
section 104 of the Government Corporation Control Aci, as amended, as may be 
necessary in carrying out the programs set forth in the budget submitted to the Congress 
for such Corporation for the fiscal year 1955, but not to exceed $1,954,000 shall be 
available during the said fiscal year for all administrative expenses of the Corporation 
(including use of the services and facilities of Federal reserve banks), to be computed 
on an accrual basis, and to be exclusive of interest paid, depreciation, capitalized 
expenditures, expenses in connection with the acquisition, protection, operation, 
maintenance, improvement, or disposition of real or personal property belonging io 
the Corporation or in which it has an interest, expenses of services performed on a 
contract or fee basis in connection with the performance of legal services, and all 
administrative expenses reimbursable from other Government agencies: Provided, 
That, so long as the Corporation shall have succession, all real property transferred 
to or acquired by it shall continue to be subject to taxes (including assessments for 

1 improvements) to the same extent as authorized by law immediately prior to 
such transfer, and any Government officer, agency, or instrumentality to whom any 
such property is so transferred is authorized and directed to pay such taxes and assess- 
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ments, but said Corporation, its income, and property, shall not otherwise be subject 
to any Federal, State, or local taxes.” 

The Reconstruction Finance Corporation Liquidation Act directed that the 
rubber, tin, and abaca fiber programs be transferred from the Reconstruction 
Finance Corporation on or before June 30, 1954. Executive Order 10539, dated 
June 22, 1954, transferred the rubber and tin programs to the Federal Facilities 
Corporation, created by the Secretary of the Treasury pursuant to authority con- 
tained in the Rubber Act of 1948, as amended, and the abaca fiber program to the 
General Services Administration. 

The Government Corporation Control Act requires that specific authorization 
be secured from Congress for the operation of these programs during fiscal year 
1955 in their new locations. Authorization for their operation was not included 
in the budget because the disposition of these programs had not been determined 
at the time the budget was prepared. 


Mr. Tazser. Mr. Robbins, you may proceed. 


GENERAL STATEMENT 


Mr. Rogsrns. May I read a statement? 

I think that the members of the committee have copies of it. It 
may answer some questions. 

Mr. Chairman, members of the committee, this is the first time 
that a budget for the Federal Facilities Corporation has been pre- 
sented to a committee of the Congress. Therefore, it seems appro- 
priate for me to begin these remarks by outlining the circumstances 
which led to the creation of the new Corporation. 


SYNTHETIC RUBBER PROGRAM 


The primary purpose of the Federal Facilities Corporation is to 
carry on the Government’s synthetic-rubber program. From its 
inception during World War IT until June 30, 1954, the supervision 
of the synthetic-rubber program has been the responsibility of the 
Reconstruction Finance Corporation. However, the RFC Liquida- 
tion Act required that the synthetic-rubber program be transferred 
from RFC to an agency to be named by the President no later than 
June 30, 1954. 

When the selection of an agency to succeed RFC was under con- 
sideration it became apparent that the agency to be named should 
have a corporate organization. There are two reasons for this: First, 
there is the matter of contractual relationships between the Govern- 
ment, on one hand, and plant operators, raw-material suppliers, and 
purchasers of synthetic rubber on the other. Only a corporation 
affords the flexibility needed to conduct a commercial operation of 
this type. Second, there is the question of payment of State and 
local taxes on real and personal property. The RFC had express 
statutory authority to pay taxes assessed by State and local govern- 
ments, and had paid such taxes on the synthetic-rubber-producing 
facilities. The agency named to succeed RFC should have the same 
authority to pay taxes, and a corporate organization again was 
indicated as best suited for that purpose. f 

The Rubber Act of 1948 authorizes the President to cause a corpo- 
ration to be organized for the purpose of producing and selling syn- 
thetic rubber. It was this authority which the President exercised 
on June 22, 1954, in issuing Executive Order 10539, which directed 
the Secretary of the Treasury to create the Federal Facilities Corpora- 
tion. The same Executive order transferred the Government’s syn- 
thetic rubber program from RFC to the new Corporation. 
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The period during which the synthetic-rubber program will be 
operated by the Federal Facilities Corporation is expected to be rela- 
tively short. The Rubber Producing Facilities Disposal Act which 
this Congress enacted provides for disposing of the plants to private 
interests. The Commission established to supervise the disposal pro- 

am has received bids for the facilities, and is now negotiating with 
the bidders. The disposal plan which will be formulated by the Com- 
mission as the result of negotiations with bidders must be submitted 
to the Congress for review and approval before March 31, 1955. I 
am hopeful that the plan submitted will meet with congressional ap- 
proval so that the synthetic-rubber industry can be entirely in private 
hands before the end of fiscal year 1955. 


TIN PROGRAM 


In addition to the administration of the synthetic-rubber program, 
the Federal Facilities Corporation is responsible for conducting the 
Government’s tin program. As with synthetic rubber, the tin pro- 
gram has been under the supervision of RFC ever since its inception 
during World War II. Likewise, the RFC Liquidation Act required 
that this program be transferred from RFC to an agency to be named 
by the President no later than June 30, 1954. The reasons that indi- 
cated need for a corporate organization for the svnthetic-rubber pro- 
= also applied to this program, and in Executive Order 10539 the 
?-resident provided that the Federal Facilities Corporation succeed 
RFC in administering the Government’s tin program, as well as the 
rubber program. 

Like the synthetic-rubber program, the operation of the smelter is 
not being projected beyond the end of fiscal year 1955. Senate 
Concurrent Resolution 79, passed by the Senate on June 1, 1954, 
and, I understand, now pending in the House, provides that the 
Congress is to conduct a study of the program and enact appropriate 
legislation not later than April 30, 1955. 

The Federal Facilities Corporation is under the control and 
authority of the Secretary of the Treasury. The Corporation’s 
charter, which is on file with the Clerk of the House, provides that 
the principal officer of the Corporation shall be an Administrator 
appointed by the Secretary of the Treasury, and the Secretary has 
appointed me to serve in that capacity. The personnel assigned to 
these programs in RFC have been transferred as a unit to the new 
Corporation, and therefore no break has occurred in the continuity 
of operations. 

The synthetic rubber and tin programs are financed under existing 
statutory provisions with funds arising from the operations of these 
programs. Pursuant to authority granted by the RFC Liquidation 
Act, an allocation of $25 million from these funds has been made to 
provide working capital for the new Corporation. The Corporation 
will also have responsibility and accountability for all other assets, 
property, and liabilities transferred to it. 

nder the provisions of the Government Corporation Control Act, 
the Corporation has prepared a business-type budget which is before 
you for consideration. In this budget it is requested that $1,954,000 
of the funds available to the Corporation be made available for neees- 
sary administrative expenses in fiscal year 1955. Comparable ex- 
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penses for fiscal year 1953 were $2,515,000, and for fiscal year 1954 
they are estimated to be $2,085,000. 

In conclusion, I should like to point out that the operations of the 
Federal Facilities Corporation in fiscal year 1955 will be of material 
financial benefit to the Treasury. It is estimated that the net income 
from the synthetic-rubber program will be $50 million. In addition, 
funds will also become available from liquidation of inventories and 
other changes in working capital. To the extent that income and 
other funds realized are in excess of requirements, they will be paid 
into the Treasury as miscellaneous receipts. We estimate such pay- 
ments to the Treasury by the Federal Facilities Corporation will 
amount to $82,736,000 in the fiscal year 1955. 


SYNTHETIC-RUBBER PRODUCTION 


I have with me Mr. Kelly, who directs the synthetic-rubber opera- 
tion and Mr. McKinnon, who directs the tin operation. 

Mr. Cannon. Off the record. 

(Discussion off the record.) 

Mr. Taper. Is this rubber made completely from petroleum? 

Mr. Ketry. I can be. There is an exception, butadiene, which 
we can make from alcohol. It is more expensive and is not presently 
being utilized, so rubber is essentially made from petroleum. 

Mr. Taser. Petroleum is the only ingredient that goes into it? 

Mr. Ketuy. We make butadiene out of a petroleum base, and we 
make styrene principally out of benzine. Benzine may or may not 
be from a petroleum base. 

Mr. Taser. Does the rubber consume all of the ingredients in the 
petroleum? 

Mr. Ketty. No, sir. 

Mr. Taper. You have byproducts from the petroleum as well as 
the rubber. Is that right? 

Mr. Ke ty. Sir, we have no byproducts from the rubber we make. 
We use a C4 or a C-—5 stream, “i ax is part of a stream that comes 
out of a refinery as a result of a cracking process in the refinery. It 
is only a part of the total petroleum stream that we use. 

Mr. Taper. You only buy a part of the petroleum stream? 

Mr. Ke tty. Yes. 

Mr. Taper. You buy it from the refinery? 

Mr. Ketuy. Yes; and we further refine and we further distill, and 
we make it into butadiene, which we in turn combine with styrene to 
make rubber. 

Mr. Rossins. What we are asking for is approval of $1,954,000 for 
administrative expenses which come from the funds in band and does 
not require an appropriation. 

Mr. Taser. You are asking for legislation, which appears on page 
5, to permit you to operate? 

Mr. Rossins. Yes. 


FINANCIAL STATEMENTS OF CORPORATIONS 


Mr. Taser. We will insert pages 7, 8, and 9 of the justifications. 
0 


(The pages referred to are as follows:) 
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A. Statement of sources and application of funds 


1953 actual 1954 estimate | 1955 estimate 


FUNDS APPLIED TO OPERATIONS 


Synthetic rubber progr: 
Acquisition of pig Property, plant, and equipment __ $22, 090, 121 $12, 009, 566 $15, 000, 000 


Ex 
ond processing costs __ 199, 255, 000 197, 500, 000 
Freight iedcace einen a 20, 919, 582 14, 500, 000 14, 500, 000 
Administrative expense- 2, 110, 459 1, 745, 000 1, 668, 000 
Research and development _ 5, 590, 520 4, 800, 000 4, 200, 000 
= 1, 500, 000 550, 000 500, 000 
dS mee 2, 980, 151 2, 790, 000 1, 603, 000 
at 450, 000 625, 000 


Total expenses, synthetic rubber program 304, 667, 223 924. ¢ 224, 000, 1,000, 220, 596, 000 


Total funds applied to operations, synthetic rubber wa 2 
gram 326, 757, 344 236, 099, 566 235, 596, 000 


Tin 


am: 
Acquisition of assets: Property, plant, and equipment_- 669, 919 - 350, 212 350, 000 


Expenses: | 
Purchase and processing costs________-- eo hes 177, 648, 290 112, 900, 000 76, 184, 000 
Waste acidplant expenses 627, 761 775, 000 29, 200 
Other expenses (net)... 169, 700 | 6, 100 
Administrative expense : 404, 606 340, 000 286, 000 


Total expenses, tin | 021, 100 100 | 71, 099, 200 


Tot>l funds applied to operations, tin program _. 


Adjustment of prior years’ income. _- 


Total funds applied to operations. 507, 320, 073 350, “470, 87 3 313, 045, “200 


TO FINANCING 


Payment of proceeds to U. S. Treasury~___- 98, 200,000 | 180, 566, 330 82, 736, 000 
Increase in Treasury cash e | 25, 000, 000 


Total funds applied to financing 98, 200, 004 000 | 2065, 566, 3 330 4 82, , 736, 000 


Total funds applied 605, 520, 073 | 5: 781, 200 


FUNDS PROVIDED BY OPERATIONS 


Synthetic rubber program: | 

Income: | 
Sales of synthetic rubber and butadiene | 392,173,372 | 277,500,000 | 296, 800, 000 

| 


Freight charged to customers... | 19,854,514 | 14, 500, 000 14, 500, 000 


| 


Total funds provided by operations, ninieainans | 

rubbe' 412, 027, 886 292, 000, 000 311, 300, 000 

Tin program: Income from sales of refined tin_ iacadeae | 191, 350, 736 | 120, 700, 000 75, 950, 000 

Proceeds from sales of furniture and fixtures_ anicuiel 56, 937 | 85, =| 23, 200 
Interest on funds utilized by other Government agencies tonal 1, 918, 321 | 1, 000, ¢ 

Decrease in selected working capital | 166, 193 | _ (142, 251, 72 | 8, 508, 000 


Total funds provided by | 605, 520. 073 | 556, 037, 208 | 305, 781, 200 
...--| 605, 520, 073 | 556, 037,208 | 395, 781, 000 


EFFECT ON BUDGETARY EXPENDITURES 


Total funds applied to operations wie $507, 320,073 | $350, 470, 878 $313, 045, 200 
Total funds provided by operations 605, , 520, 073 556, 087, 208 208 | 395, 781, 200 
Net effect on budgetary expenditures —98, 200, 000 |—205, 566, 330 —82, 736, “000 
The above amounts are charged (or credited (—)) as follows: 
To receipts of the fund ; —98, 200, 000 | —205, 566, 330 —82, 736, 000 
| | 


| | 
| | 
179, 520,276 | 114, 371, 312 77, 449, 200 
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B. Statement of income and expense 


1953 actual 


1954 estimate 


Synthetic rubber program: 
Income: 


Sales: 
Synthetic rubber and butadiene 
Freight charged to customers 


Expenses: 
Cost of goods sold: 
Purchase and processin 
Increase (—) or oe. inventory 


Cost of goods sold 


Administrative ex 
Depreciation on 


ministrative facilities 


Research and development 


Allowance for self-insurance 


Net income from synthetic rubber program 
Less: Expense Rubber Disposal Commission 


Net income 


Tin m: 
x hn from sales of refined tin 


Expense: 
Cost of goods sold: 
Purchase and processing costs 
Increase (—) or decrease in inventory 


Cost of goods sold 


Administrative ex 
Depreciation on 


Total. 
Waste acid plant exp 
Other expenses (net 
Depreciation 
Interest on funds invested in net operating assets 


$392, 173, 372 
19, 854, 514 


412, 027, 886 


271, 566, 511 
10, 993, 800 


282, 560, 311 


2, 110, 459 
36, 


322223223 )| 


11; 517, 426 


5, 647, 000 


189, 165, 716 


118, 547, 000 


404, 606 
7, 129 


411, 735 
627, 761 
169, 700 
1, 046, 674 
1, 354, 442 


192, 776, 028 


—1, 425, 292 


STAT. 1187) 


Net income (or loss (—)) for the year: 
Synthetic rubber program 
Tin program 


Total income (or loss (—)) for the year 


Restoration of amounts of interest, and reserves not involving 
cash outlay charged to operations above 


Adjustment of prior years’ operations: 
Synthetic rubber program 
Tin program 
Total adjustments 
Proceeds remitted to U. 8. Treasury 


Balance at end of year (statement C) 


$427, 386, 350 


$397, 479, 430 


59, 929, 609 
—1, 425, 292 


43, 400, 000 
—1, 455, 000 


58, 504, 317 
1, 918, 321 


41, 945, 000 
1, 000, 000 


60, 422, 638 


42, 945, 000 


6, 317, 528 


1, 536, 567 
16, 347 


1, 552, 914 


—98, 200, 000 


397, 479, 430 


237, 217, 100 


E1955 estimate 
| 
14, 500,000 | 14, 500, 000 
Total 292,000,000 | 311, 300, 000 
199, 255, 000 
—9, 600, 000- 
745, 000 
20,919,582 | 14. 500,000 
5,590,520 | 4 800, 000 
1, 500, 000 550, 000 
Other 2980,151 | 2, 790,000 
Interest on funds invested in net operating "4,963, 300, 
352, 008, 277 | 248, 150, 000 260, 675, 000 
59, 929, 609 | 43,850,000 | 50, 625, 000 
| 43, 400,000 | 50, 000, 000 
120,200,000 | 25,050,00 
76, 184, 000 
| 1, 900 800 
341, 900 286, 800 
Subcom 775, 000 629; 200 
1, 040, 000 1, 000, 000 
1) 445, 000 650, 000 
Total | 122,155,000 | 78, 750, 000 
Net loss (—) from tin —1, 455,000 | —2, 800, 000 
ANALYSIS OF EQUITY OF U. S. TREASURY (@2 
Interest on funds utilized by other Government agencies_.____ | | 
47, 200, 000 
245,00) 7,150,000 
— 
—180, 566, 330 | —82, 736,000 
— 265,603,100 | 
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C. Statement of financial condition 


1952 1953 | 1954 1955 
actual actual estimate estimate 
ASSETS | 
Cash with U. 8. $25,000,000 | $25, 000, 000 
Synthetic rubber progra 
Cash in transit and nnn ae $8, 153, 272 | $8, 158, 272 | $2, 70 $2, 703, 792 92 | 1, 000, 000 1, 000, 000 
Accounts receivable: 
Government 105, 703 77, 743 | 
25, 553,899 | 26, 510, 849 | 18, 500,000 | "20, 000, 000 
25, 659, 02 | 26, 588, 583 | _18, 500, 100 | 20, 000, 000 
Inventories: 
Synthetic rubber, raw materials, chemicals | 
and processed stock. 68, 766,690 | 49,562,424 54, 000, 000 | 47,400, 000 
Supplies, spare parts and tools....--______ 14, |_14, 046, 6, 678 | 14, 576, 781 _3, 800, 000 000 | _ 13, 500,000 
"83,713, 368 68 | 64, 64, 139, 205 | 67, 800, 000 | 60, 900, 000 
Property, plant and equipment__..........__ “511, 914, ¢ 698 | 528, 305, 965 | 5 x | 544, 600, 000 
Less: Portion charged off as depreciation Pietinns 338, 571, 771 361, 805, 531 | 386, 300, D, 000 Am 408, 800, 000 


Net property, plant and 17%, 342, | 16, 500, 434 | M8, 80 800, 1,000 00 135, 800, 000 


Prepaid taxes, insurance and other deferred 


| 2,541, 804 185, 316 2, 600, 000 | 2, 500, 000 
Total assets, synthetic rubber program_______ 208, 410, 97 973 | 2 202, 207 30. 238, 700, 100 220, 200, 000 
Tin | 
ash in transit and working funds_.... 202, 504 160, , 907 120,000 | 100, 000 
Accounts receivable: | 
U. 8. Government 40, 805, 239 | 11, 332, 918 
656, 883 | 106, 210 | 20,000 | 20, 000 
Less allowance for losses____ _- 62, 430 
Net accounts receivable... ------|_ 41,300, 692 | _11, 439. 0,128 20,000 | 20, 000 
—— — —— 
Refined tin, tin ore and byproducts______ 58, 746,663 | 46,978,576 | 13,310,000 870, 000 
Operating and other supplies __ 1,015,592 | 1,072, 916 | 500, 000 400, 000 
Less: Allowance for valuation of inventories 272, » 700 _ 
58, 489, 89, 555 48,02 028, 7 7 | 13,810,000 | 1, 270,000 
Property, plant and 12,708,023 | 13, 159, 185.0 000 | 13, 210,000 
Less: Portion charged off as depreciation_____ : 4,024,780 | 4,853, 274 | 568, 300 | _ 6 143, 300 
Net property, plant and equipment________ 8, 683, 243 | 8, 306, 488 [ 7, 616, 700 | 7, 066, 700 
Prrpaid taxes, insurance and other deferred | 
151, 425 78, 206 | 60, 000 60, 000 
Total assets, tin program... 109, 926, 419 | 68, 013, 496 ,626, 700 | 8, 516, 700 
Funds invested in other Government agencies ____- 488, 433 | 103, 57 573, 
Furniture and fixtures less accumulated deprecia- Poh | 
345, 979 | 245,726 | 400 120, 400 
Leo oe Le 494, 166, 804 | 434,039, 299 | 285, 475,200 | 253, 837, 100 
LIABILITIES 
Trade and other accounts payable: | 
Synthetic rubber program... 28, 873,183 | 26,247,637 | 15,000, 000 14, 500, 000 
36, 36, 348, 231 9, 286, § 834 | 3,847, 100 1, 095, 000 
Total accounts payable... 65, 221, 414 | 35,534,471 | 18, 847, 100 18, $47,100 | 15, 595, 000 
Reserve for employees’ earned annual leave....____ 1, 559, 040 | 1,025,398 | 1,025,000 1, 025, 000 
66, 780, 454 36, 559, 869 | 19, 872, 100 16, 620, 000 
INVESTMENT OF U. S. GOVERNMENT 
Equity of U. S. Treasury (statement B). 427, 386,350 | 397,479,430 | 265,603,100 | 237, 217, 100 
494, 166, 804 | 434,039, 299 | 285, 478, 200 253, 837, 100 


46868—54—pt. 2——_-72 
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Mr. Rossins. The breakdown that appears on page 7, and which 
may not appear in any other place, shows a total of $1,668,000 for the 
rubber program and $286,000 for the tin program in administrative 
expenses. 

SyntHetic ProGRAM 


PROFIT FROM OPERATIONS 


Mr. Taser. Can you tell us anything about the character of your 
operations? The statement indicates that on the rubber program 
you are making a profit. 

Mr. Rossrns. Will you look at page 4 at the bottom? It shows a 
profit on the rubber operation of roughly $60 million in 1953, $43,400,000 
for 1954, estimated, and an estimate of $50 million for the new fiscal 

ear. 
- Mr. Taser. What do you do with your product? 

Mr. Rogssins. The product is sold to the rubber-consuming in- 
dustry. Something like 80 percent goes to a relatively few of the 
large rubber companies, where it is mixed with natural rubber in the 
manufacture of their various products, including tires. 

Mr. Taper. Does the result of this operation indicate that the 
synthetic rubber business is a very profitable setup? 

Mr. Rossrins. For the last 3 years it has returned a very good 
profit to the Government. 

Mr. Taser. Did it before that time? 

Mr. Rossins. There was a period during the war when there was 
a record of losses. Going back further than the figures that are 
shown in the report, there was a profit of $16 million in the fiscal year 
1952; $12 million in 1951, and for the 2 years prior to that there were 
losses, and in 1947 and 1948 there were also some profits. 

These profits are figured after all charges for depreciation and 
interest on funds invested and everything a normal business opera- 
tion charges, with the exception, of course, of Federal income taxes. 


DURABILITY AND STOCKPILING 


Mr. Taser. What can you tell me about synthetic rubber insofar 
as its durability is concerned? Does it have to be turned over every 
2 or 3 years? 

Mr. Rosstins. May I ask Mr. Kelly to answer that question? 

Mr. Ke ty. Sir, we have no stockpile of synthetic rubber, which 
you may be referring to when you say “turning it over.”” We carry 
only a normal inventory and we sell out of inventory. As far as dura- 
bility is concerned, you may have heard of cold rubber. Cold rubber 
is now used in all passenger-car tire treads, and, as the result of the 
development by RFC of this cold rubber, the ordinary passenger tire 
now gives almost three times as much wear as previously when the 
treads were made entirely of natural rubber. 

So far as durability is concerned, it is a very durable material, and, 
for some products, such as the old rubber treads, it is preferred by 
manufacturers of rubber end products over natural rubber, even at a 
substantial difference in price. 

Mr. Taper. Is it more expensive than natural rubber? 

Mr. Ketry. At the moment I can say natural rubber is more ex- 
pensive than synthetic. That was not true 3 months ago. 
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Mr. Taper. What caused that? 

Mr. Ketiy. There apparently was thought to be a very substantial 
excess of natural rubber on the world market, which has proven to 
be false. When it was thought by the majority of the people in the 
world there was a large excess of natural rubber, the price fell, on No. 1 
ribbed smoked sheet to 19% cents. That is a high grade of rubber. 
Since that time it has been discovered there is no large surplus of 
natural rubber, and the price has gone back up accordingly to 24% 
cents for the same grade of rubber, as of last Friday. 

Mr. Rossins. The price on synthetic is 23 cents. It has been 
maintained at that level for some time. 

Mr. Taser. You cannot answer whether or not it has to be turned 
over every 2 or 3 years. Natural rubber I know has to. 

Mr. Ketiy. We do not have the experience; that we have in natural 
rubber stock-piling, because we have inventoried only as our produc- 
tion required inventorying, and have sold out of inventory. We have 
eatablished the practice, however, of turning our inventories over 
every 6 months, so we do not keep any inventory more than 6 months. 

Mr. Taser. I should think that it would be necessary for someone 
to keep a block of it stored for some time to find out whether or not 
it did require anything special. If you do not try it out, you will 
never know what you might have to do in the way of stockpiling. 
You would not have any experience to go on. I would think that 
you would want to get that experience. 

Mr. Ketiy. May I explain, sir, it has not been thought necessary 
to stockpile synthetic rubber because all of it is produced in the 
United States from domestically produced raw materials, and we 
have a fairly diversified system, from California to Connecticut and 
from the gulf coast up to Akron, where our 28 plants are dispersed. 
It has been thought necessary, of course, to stockpile natural rubber 
because of the cutting off of the sealanes from the Far East where 
the majority of it is grown. 

Mr. Taser. If you will return for a minute to page 8, you will 
note that your sales and production drops from $392 million in 1953 
to $277 million in 1954, and increases again to $296 million in 1955. 
Is that because of the change in price, or is it because of a change in 
volume? 

Mr. Rossins. It is not because of a change in price, Mr. Chairman. 
It is because of changing conditions in the industry, and also the 
fluctuations in the price of natural rubber, which have a bearing upon 
the relative consumption of natural rubber and synthetic rubber. 

Mr. Taser. The volume that you have turned out has been prac- 
tically the same those 3 years? 

Mr. Rosstns. We have adjusted our volume to our sales. The 
sales are projected 90 days in advance. Under the contracts we have 
with the large consumers they are required to file their requirements 
with us and place orders 90 days in advance, so we have very definite 
projections to operate on. At the present time our sales are running 
somewhat in excess of our production. 


FREIGHT CHARGES 


Mr. Taper. I do not know what your freight charge means. Is 
that the charge on the freight that comes into the factory, or on the 
product going out, or both? 
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Mr. Ke ty. Sir, we have an equalized freight system we use 
whereby we charge every customer to whom we ship rubber 1.1 cents 
per pound for carload lots of rubber and 1.7 per pound on less-than- 
carload lots. Every customer, regardless of location and regardless 
of what plant we ship the rubber from, has that same charge placed 
on him in addition to the cost of rubber. 

The freight program is a self-liquidating program wherein we 
attempt to neither make nor lose money. 

There was an indication here in 1954 of reduced sales over 1953. 

Mr. Taser. Was the cut in freight because of your reduction in 
volume? 

Mr. Yes. 

Mr. Taper. Not because of a shift in price? 

Mr. Ketty. No, sir. 

Mr. Taper. You are estimating the same amount of freight charge 
for 1955 that you have in 1954? 

Mr. Ketty. Yes. 

Mr. Taper. With a $20 million increase in volume? 

Mr. Keuiy. Yes. We feel an adjustment downward may have to 
be made in the freight rate for the coming year. 

Mr. Taper. That is the reason for the same figure, apparently. 

Mr. Ketiy. That would be the reason. 

Mr. Rosrins. The reason for the reduction is only that we find 
that our freight charges are somewhat in excess of our aciual freight 
costs—that what we charge our customers is somewhat in excess of 
what the freight costs us, and we do not try to make money on it. 


PROFIT 


Mr. Taser. On the rubber program you show a profit overall of 
practically $60 million. 

Mr. For 1953. 

Mr. Taper. And for 1954, estimated, $43,400,000, and for the 1955 
estimate, $50 million? 

Mr. Rossins. That is right. 


INVESTMENT OF FEDERAL GOVERNMENT IN RUBBER PROGRAM 


Mr. Gary. How much do we have invested in this rubber program? 

Mr. Rossrns. If you will look at page 9 you will find a balance 
sheet which shows the Government equity in this program at the 
present time at $265 million and a projected equity a year from now 
of $237 million. 

Mr. Gary. How much has the Government actually put into the 
program? 

r. Ropsins. I can give you only the approximate figures as to 
the beginning. I think approximately $750 million was invested in 
the ache plants. Of those some were sold, reducing the gross 
investment in plants at the present time to $535 million, which is 
depreciated down to $148,800,000. 

r. Gary. You say that some of those plants have been sold? 

Mr. Yes. 

Mr. Ke ty. In 1947 some of these plants were turned over to the 
War Assets Administration for sale. The War Assets Administration 
did sell some of the plants, which is represented by the difference 
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between this $535 million and the approximate $750 million, which 
was the original cost of the entire program. They did sell off roughly 
a little over $200 million worth. 


USE OF SYNTHETIC RUBBER 


Mr. Gary. What is this synthetic rubber used for? 

Mr. Ketiy. The majority of it is used in tires. The reason for this 
is that practically 70 percent of all the rubber used in the United States 
goes into tires, either truck or passenger, or other transportation items 
such as treads for tanks and other things. So the entire industry 
using over 70 percent of the entire amount of rubber used in the coun- 
try would use more synthetic rubber in the end product. 

Mr. Gary. Do they still use it to mix with natural rubber? 

Mr. Keury. Yes. First of all, I must explain we make two types of 
rubber. One is GRS, which in many instances is blended with natural 
rubber for making side walls and carcasses of tires, and that sort of 
thing. The treads used in tires today are all cold GRS rubber, but 
there are a good many products made of a combination between 
synthetic and natural which is compounded by the rubber product 
manufacturer. 

The other type is called butyl. I am sure you are familiar with the 
fact you do not have to put air in your tires very often any more. 
Probably once every 3 months will suffice, whereas formerly you had 
to put air in once a week because natural rubber was formerly used for 
tubes and now butyl rubber is used for all tubes. It has better air, 
retention facilities, and out of the total we produce, about 80,000 tons 


of the total is of this butyl type rubber. 


RFC LIQUIDATION PROGRAM 


Mr. Gary. Mr. Robbins, will you tell us the present status of the 
liquidation of the RFC? 

Mr. Rossins. Under the reorganization plan filed with the Congress 
before the end of Aprii, which became effective June 30, some of the 
assets of the RFC were transferred to otber agencies which were still 
in the business of making that type of loan. 

For example, all of the mortgages we held were transferred to 
FNMA. All of the disaster loans we held were transferred to the 
Small Business Administration, which now has authority to make 
disaster loans. 

Mr. Gary. The Small Business Administration was created to 
continue certain phases of the RFC loans? 

Mr. Rossins. At the time that the RFC liquidation legislation was 
assed, the Small Business Administration was created to make 
usiness loans in the smaller amounts, with a maximum limit of 

$150,000. To that extent it replaced that much of the function of 
the RFC because the RFC lending authority was terminated. 

These remaining assets which were to be liquidated, the mortgages 
and the disaster loans and certain other things, were transferred to 
these other agencies as of June 30 this year, so that they could liquidate 
them as they were carrying on the business of making similar loans. 
The loan to the Republic of the Philippines and some small amounts of 
foreign assets and securities were transferred to the Export-Import 
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Bank. By Executive order, which is referred to in my statement, the 
production programs—rubber, tin, and abaca, were transferred to 
other agencies. That was done under the provisions of the RFC 
Liquidation Act which required the President to designate agencies 
prior to June 30 to which those facilities would be transferred. 

The order provided that tin and rubber should go into this new 
corporation to be formed under the Treasury Department, and abaca 
to be transferred to the General Services Administration. 

Mr. Gary. Do they have a new corporation for that? 

Mr. Rosstns. No. There did not seem to be the necessity for 
forming a new corporation to take care of abaca, partly at least 
because the problem of paying taxes does not exist. 

Then there are certain loans which have been made, or adminis- 
tered and serviced by the RFC as an agency of the Treasury Depart- 
ment under Treasury Department authority, which were transferred 
to the Treasury at the time the RFC Liquidation Act was passed. 

Those are loans under section 302 of the Defense Production Act 
and loans under section 409 of the Civil Defense Act. Those loans 
have been carried, in a sense, in the portfolio of the RFC, but as of 
June 30 they are separated out so they are clearly a Treasury Depart- 
ment function, and all that remains in the RFC is clearly in liquida- 
tion. The business loans are being liquidated—what remains of the 
railroad securities which now amount to only $10 million, roughly, 
what remains of the Government’s investment in banks, which now 
totals about $31 million, quite a number of public agency loans, small 
municipal issues for the most part, of a total of about $28 million, and 
that is what the RFC has left. 

Mr. Gary. It has not then gone completely out of business? It 
has not closed up entirely? 

Mr. Rossins. That is right. It continues in existence for the 
sole purpose of liquidating its assets. 

Mr. Gary. Liquidating such assets as it has left. 

Mr. Rosstys. Yes. - 

Mr. Gary. A large part of those assets have been transferred to 
other agencies, as you have outlined? 

Mr. Rossins. For the purpose of liquidation. 

Mr. Gary. Now, in place of the RFC, we have two new agencies, 
the Small Business Administration and the Federal Facilities 
Corporation? 

r. Ropsrns. Yes. 

Mr. Gary. I take it that we also have new departments or bureaus 
in some of the agencies to which RFC activities and assets have been 
transferred. 

Mr. Rowsins. I do not think there are any new departments. I 
think they are simply merged with other existing agencies. 

Mr. Gary. The General Services has never been 

Mr. Roserns. I am sorry; that is an exception. You are right 
about that. , 

Mr. Gary. They must have a separate division. 

Mr. Rogpins. Yes. 
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EXEMPTION OF CORPORATION FROM GOVERNMENT CORPORATIONS 
CONTROL ACT 


Mr. Gary. Referring to the change in language which you are 
requesting on page 5 of the justifications, it says: 

The Federal Facilities Corporation is hereby authorized to make such expendi- 
tures, within the limits of funds available to it and in accord with law, and to 
make such contracts and commitments without regard to fiscal year limitations 
as provided by section 104 of the Government Corporations Control Act, as 
amended— 
and so forth. 

Will you tell me why it is necessary to exempt the Corporation 
from the operation of that particular section of the Government 
Corporations Control Act? 

Mr. Rosrstns. May I call on one of my staff to answer that? 

Mr. Granam. Did I understand the question was why that excep- 
tion to section 104? 

Mr. Gary. Yes. 

Mr. Grauam. I think it is intended to be in accord with section 104. 

Mr. Gary. It says— 


without regard to fiscal-year limitations as provided by section 104. 


Why should you be exempted from the limitations prescribed in 
section 104 of the Government Corporations Control Act? 

Mr. Granam. The section referred to reads: 

The provisions of this section shall not be construed as affecting the existing 
authority of any Government corporation to make contracts or other commitments 
without reference to fiscal-year limitations. 

Mr. Rossrns. I think the language you have here— 
as provided by section 104— 


refers back to what preceded— 


without regard to fiscal-year limitations, to make such contracts and commit- 
ments. 


Mr. Gary (reading): 


Without regard to fiscal-year limitations as provided by section 104 of the 
Government Control Act. 

Mr. Taser. I think they intend to say that it will be as provided by 
section 104 and the trouble with it is that it is not punctuated right 
and is not quite as clear as it might be. 

Mr. Rossrins. There is no intention here to conflict with the Gov- 
ernment Corporations Control Act. The intention is to make it 
conform. 

Mr. WigGLesworth. Section 104 authorizes contracts and com- 
mitments without regard to fiscal year limitations, does it not? 

Mr. Rossins. Yes, sir. 

Mr. Taser. I think we might have more clearer language, but we 
can see to that when we get to it. 

(Discussion off the record.) 

Mr. Rossins. There is no intention of doing away with that sec- 
tion of the law. The reason I think it refers to it is that contracts 
must be made for a period of time and they cannot be made to ter- 
minate exactly at the end of a fiscal year. 


) 

} 
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SALES AND OPERATING COSTS OF CORPORATION 


Mr. Rooney. I should like, Mr. Robbins, to have you help me 
understand the figures in the programs, “Analysis of budget program 
highlights,” page 2. 

n the chart with regard to synthetic rubber and tin operations, 
it would appear with regard to rubber that in fiscal year 1953, 2 years 
ago, there was a difference between cost and sales of $89 million. Is 
that correct? 

Mr. Rossins. That is correct. 

Mr. Rooney. And in last fiscal year, 1954, the difference was re- 
duced between the cost of operations and sales, from $89 million to 
$53.4 million. Is that correct? 

Mr. Rossrns. That is right. 

Mr. Rooney. And with regard to tin, it would appear, if I am cor- 
rect, that the difference between cost of operations and sales in fiscal 
year 1953, 2 years ago, was to the Government’s advantage to the 
extent of $11.4 million, while in the last fiscal year the Government's 
advantage insofar as the difference between cost and sales is concerned 
was $6.7 million. Is that correct? 

Mr. Rosstns. I think the confusing thing about this is 

Mr. Rooney. I am trying to have you tell me whether I am 
correct in my analysis of these figures. 

Mr. Rossrns. en I said “‘confusing,”’ I meant in this presenta- 
tion. This does not reflect profit—— 

ae. Rooney. This is the difference between cost of operation and 
sales 

Mr. Rossrns. This is the difference between what we pay out and 
what we get in. 

Mr. Rooney. Exactly. 

Mr. Rossins. And it takes into account changes in inventory. 

Mr. Roonry. Exactly. And in the 1953 fiscal year, the difference 
between $179 million cost of the tin operation and sales of $191.4 
million was $12.4 million. Is that correct? 

Mr. Rossrns. Yes, sir. 

Mr. Roonry. Whereas in 1954 fiscal year the cost of operations was 
$114 million as compared with sales of $120.7 million, or a difference 
of $6.7 million. Is that correct? 

Mr. Rossins. Yes, sir. 

Mr. Rooney. According to your projected figures for 1955, with 
regard to the tin program, the difference between cost of operation 
and sales will be in the minus column, to wit, sales of $76 million as 
compared with cost of operations of $77.1 million, or a loss of $1.1 
million. Is that right? 

Mr. Rossrns. That is not a loss. It is simply the difference be- 
— what is paid out and what is taken in. It is not an operating 
oss. 

Mr. Rooney. Do you mean that there would be a difference 
between cost and sales in the 1953 fiscal year, 2 fiscal years ago, of 
$12.4 million in favor of sales as compared with $1.1 million in 1955 in 
favor of costs? 

Mr. Rossins. But this cost is not the cost of sales. 

Mr. Rooney. It is the cost of operations? 
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Mr. Rossrns. It is the cost of all of the tin produced. You are 
referring to the cost of tin produced and the sales or the proceeds of all 
the tin sold. 

Mr. Rooney. According to your figures, if I understand correctly, 
there was a difference as between cost and sales, 2 years ago, of plus 
$12.4 million as compared with a minus of $1.1 million in fiscal year 
1955. 

Mr. Rossrns. The reason for that was that we sold more tin than 
we produced; therefore, we received more money. 

Mr. Rooney. With regard to your operating results and retained 
earnings, at the bottom of page 4, it would appear, if | understand this 
correctly, that in the coming fiscal year or, rather, in the year 1955 in 
which we are at the moment, the loss from tin will be exactly twice 
as much in the current fiscal year as in the 1954 fiscal year. Is that 
correct? 

Mr. Rossrns. That is correct. 


RECEIPTS DEPOSITED IN TREASURY 


Mr. Rooney. How much was deposited into miscellaneous receipts 
of the Treasury from tin and synthetic rubber operations in the fiscal 
year just closed? : 

Mr. Rogsrns. $180 million was deposited and a large part of it 
came from the rubber and tin operations. 

Mr. Rooney. How much from synthetic rubber and tin? 


DEPRECIATION 


Mr. Rossrys. All of the $180 million. 

Mr. Roonry. Now at page 9, I should like to understand this mat- 
ter of the portion of the property, plant, and equipment charged off 
as depreciation, and I wish you would explain to me how it has pro- 
gressively increased from $4,024,780 in the 1952 fiscal year, 3 years 
ago, to $4,853,274 in the 1953 fiscal year, to $5,868,300 in the 1954 
fiscal year, and is expected to be $6,143,300 in the current fiscal year. 

Mr. Rosrsins. Each year there was an addition to the reserve for 
depreciation which is fairly constant. 

Ir. Roonnry. I would say it is fairly progressive; is it not? 

Mr. Rossins. No. The addition is fairly constant. The total 

reserve is progressive. 


EQUITY OF THE UNITED STATES TREASURY 


Mr. Roonry. With regard to this matter of equity of the United 
States Treasury, it appears that in 1952 fiscal year the equity was 
$427 ,386,350, whereas in the instant fiscal year it will be $237,217,100. 
What makes up the difference between those two figures? 

Mr. Rossins. The funds returned to the Treasury. 

Mr. Rooney. Exactly in the funds returned to the Treasury? 

Mr. Rossrns. Yes, sir. 

Mr. Graunam. It is explained at the bottom of page 8 under the 
section headed ‘Analysis of equity of United States Treasury.” 
That shows changes from one year to the other in what is added. 

Mr. Rooney. My question was with regard to the difference 
between the 1955 figure and the 1952 figure, that is, between $237 
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million and $427 million. Is that comprised entirely of funds 
reverted to the Treasury? 

Mr. Granam. No, sir. It is also affected by the operating results 
of the program. 

Mr. OONEY. I would expect it would be. What does that amount 
to? 

Let us put it this way: Of the difference between the $427 million 
and the $237 million, to wit, $190 million, how much of that is com- 
prised of moneys other than moneys reverted to the Treasury? 

Mr. Rossins. $147 million was the net income of both the rubber 
and tin programs as shown at the bottom of page 4. 

Mr. Rooney. | am not a financial analyst by any means. I am 
trying to make a record which everyone will be able to understand. 
To what page are you referring? 

Mr. Rossins. The bottom of page 4 shows the operating results of 
synthetic rubber and tin for the 3 years, which totals $147 million for 
the 3 years. 

Mr. Roonry. What is the difference between the $147 million .and 
the $190 million made up of? 

Mr. Granam. There are charged against the programs, to show 
the operating income, interest on the funds utilized in those programs. 
That interest is not actually paid; it is simply charged in the operating 
statement to reflect the true picture of the operations and that interest 
does not get into the Treasury as equity in the program. 

May I direct your attention to the bottom of page 8 to show you 
how we get from 1 year to the next? We start with $427 million. 
We add to that the net income for synthetic rubber and tin operation 
for the fiscal year 1953, which was $58.5 million, and there is added 
an additional $1,900,000 which was interest accruing to the program 
by virtue of the fact some of those funds were used by other Govern- 
ment agencies on which interest was paid. So we add $60 million 
to the equity. 

Then we have the amount of interest which would have been paid 
had this been a normal commercial operation, reflecting income res- 
toration of amounts of interest in the amount of $6,300,000. The 
balance, the other, is an adjustment of prior years operations income 
of $1,552,060. From those funds in that year there were $98,200,000 
paid to Treasury equity. So the Treasury equity at the end of that 
year was $397,479,000. 


LOSS IN TIN PROGRAM 


Mr. Rooney. I wish you would tell us something about this ex- 
pester 1955 loss to the tune of twice as much loss as in the present 

scal year, with regard to the tin program. 

Mr. Rossins. That loss includes, in both cases, depreciation and 
interest on the funds employed. Our aim has been to try to break 
even at the operating level before depreciation and interest. And 
if you will look at page 8 in the last column, under the tin program, 
the last two figures, you will find $1 million depreciation and $650,000 
in interest on funds invested. If those amounts are deducted, the 
loss is about $1,150,000. But the reason for anticipating that loss, 
which may not occur, is that we expect to operate the smelter at a 
lower rate of production in this fiscal year than we did last fiscal year. 
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Mr. Rooney. How would your cost in this fiscal year compare with 
the past fiscal year for operations? 

Mr. Rogsins. At a smaller rate of production, the cost is higher, 
because it costs more for overhead. 

Mr. Roonry. Has the price of tin anything to do with regard to 
the anticipated double loss? 

Mr. Rogsins. No. Mr. McKinnon will answer that. 

Mr. McKrnnon. In general, the purchases of, concentrates are 
made on the basis of the price of tin metal; therefore you make the 
deductions designed to cover your cost at the smelter. Obviously 
you are up against competition and sometimes you cannot recover 
sufficient costs. But the deductions are fairly constant at the price 
of tin without affecting the actual cost of operating the smelter. It 
would affect the amount of money involved. 

Mr. Roonry. This is quite different, then, as compared with the 
abaca program and the amount they are able to get for their product? 

Mr. McKinnon. Yes, sir. It has a fixed cost, in that they grow 
the material themselves. Our main cost is in the purchase of ores 
and concentrates abroad and that price fluctuates with the tin metal 
market. 

TRANSFER OF FUNDS FROM RFC 


Mr. WicG.Leswortx. You state on page 4 of your opening state- 
ment: 

Pursuant to authority granted by the RFC Liquidation Act, an allocation of 
$25 million from these funds has been made to provide working capita! for the 
new Corporation. 

That applies, I assume, to both rubber and tin operations. 

Mr. Rossins. That is for the entire Corporation. 

Mr. WiaeieswortH. Will there be any more received from RFC 
during the current fiscal year? 

Mr. Rossins. It is indicated here the expectation is that some- 
thing over $82 million will be returned to the Treasury during the 
fiscal year. 

Mr. Wice.eswortu. In other words, you will not receive any more 
than the $25 million from RFC. 

Mr. Rossins. That is right. 

Mr. Wice.Leswortn. For working capital during the current 
fiscal year. 

Mr. Rossins. That is right. The two things are entirely separate 
now. 

Mr. Wiacteswortn. I wanted to know if that $25 million is a 
maximum figure. 

Mr. Rossins. Yes, sir. 

Mr. Wicc.ieswortH. What is the explanation of the item entitled 
“Decrease in Selected Working Capital’ on page 7 where the figure 
$142,251,000 is carried in fiscal 1954 and only $8,508,000 in fiseal 1955? 

Mr. Rossins. That is affected by the money paid back to the 
Treasury. 

Mr. Wessnatnrbarn: Is it the result solely of that? 

Mr. Granam. At the end of the fiscal year 1953 there was due from 
other Government agencies almost $104 million. That was due from 
RFC, in effect, because the funds were utilized in the RFC lending 
That has now disappeared and there is nothing due from 
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The $25 million was transferred from RFC and that receivable in 
effect has been liquidated, which accounts for the major portion of the 
change in working capital. The other changes are changes of inven- 
tory and miscellaneous changes in accounts receivable, and a small 
change in accounts payable. 


RUBBER DISPOSAL COMMISSION 


Mr. Wiaeiteswortn. I notice there was nothing provided for the 
Rubber Disposal Commission in 1953; that in 1954 there was provided 
$450,000 and in 1955 you expect to require $625,000. 

Mr. Rossins. The Rubber Disposal Commission did not exist 
until sometime in 1954. 

Mr. Wiaa.teswortu. Why the increase from 1954 to 1955? 

Mr. Rossins. Because 1955 will be a full year. 

Mr. Wiae_eswortnu. There is no increase in the size of the Com- 
mission? 

Mr. Rossins. No; but there is a longer period of time. 

Mr. Wiaciteswortu. How big is that Commission? 

Mr. Rossins. There are three Commissioners and an executive 
director, and their staffs—about 19 or 20 people all together. 

vent Wiaceiesworts. How are you going to use $625,000 for 20 
people? 

Mr. Ketiy. That is not just for the people; that is for space, com- 
munication service, and everything in connection with the entire 
expense of that office. 

{r. Ropprns. And travel. 

Mr. And travel—everything. 

Mr. Wiaccieswortsa. Is that an essential setup? We apparently 
got along without it until 1954? 

Mr. Kewiy. Public Law 205 provides for the establishment of a 
three-man commission and a staff to recommend disposal to Congress 
of the plants we presently operate. If also provides that the funds 
for paying the Disposal Commission shall come out of the proceeds 
of the rubber operation. So it is, we feel, a necessary part of the 
operation. 

Mr. Taser. Do you have any breakdown of it? 

Mr. Granam. No, sir. 

Mr. Rossrins. We would be very glad to furnish that. 

Mr. Granam. The Rubber Disposal Commission is a separate 
Government agency. Their expenses are paid out of the income of 
_ synthetic-rubber program. I think they submitted a separate 

udget. 

Mr. Rossins. The Commission does not operate, has not operated, 
under the RFC, nor does it operate under the Federal Facilities Cor- 
poration. It is entirely a separate, independent commission. 

Mr. Wiacteswortu. What is the salary of those Commissioners, 
if you know? 

Mr. Rossins. I think they get $50 a day and subsistence for the 
time they spend here. It is $15 a day subsistence, I think. 

Mr. WiaateswortsH. They will run around $20,000 a year. 

Mr. Rossins. Each—something like that. 

Mr. Ketxy. As a word of explanation, the Commission hires out- 
side people, also, to do work for them. They have at least on one, and 
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perhaps on more, occasions hired an outside engineering firm to do 
survey work for them. That, also, is part of the expense of the Com- 
mission and will be added to the other items we are talking about. 

Mr. WiaGiteswortu. Are these salaries fixed by statute, if you 
know? 

Mr. Rossins. The compensation paid the Commissioners is the 
regular standard fee for consultants, and I think they are paid on a 
fee basis. 

Mr. Kettiy. They are, as far as I know. 


TIN SMELTER PLANT 


Mr. Forp. Is the tin-smeltering operation typical of any regular 
‘operation in private business? 

Mr. Rossins. I am not certain you can compare it with any 
private operation. It is the only tin smelter in this country and the 
only one of any consequence in the Western Hemisphere. In what 
way do you mean? 

Mr. Forp. It has no counterpart in the United States? 

Mr. Rossrns. It has not. 

Mr. McKinnon. It has no counterpart in the world and is the 
only smelter that can treat all types of ores in big quantities. No 
other smelter in the world can do that. We have the only smelter of 
any size in either North, Central, of South America. 

Mr. Forp. You have no basis of comparison so far as that operation 
is concerned? 

Mr. McKinnon. No, sir. 

Mr. Forp. As to methods, profit or loss, or any other factor? 

Mr. McKinnon. That is right. 

Mr. Forp. What was done before this plant was put into opera- 
tion? How was the job accomplished? 

Mr. McKinnon. We bought all of our tin from foreign sources. 

Mr. Forp. Did not you say there was nothing comparable to it in 
the world? 

Mr. Rossrns. In the Western Hemisphere. 

Mr. McKinnon. I say it is the only smelter that can treat all types 
of ores. Each of the other smelters will concentrate on certain grades 
that they are equipped to handle. They could not get into all the 
other grades. Generally they could only handle particular grades. 

Mr. Forp. When was this operation instituted? 

Mr. McKinnon. Construction was started in 1941 and we produced 
the first tin on Easter Sunday, 1942. 

Mr. Forp. It has been in continuous operation? 

Mr. McKinnon. With the exception of one strike of about 2% 
months, the operation has been continuous. 

Mr. Gary. Where is that plant located? 

Mr. McKinnon. In Texas City, Tex. 


OPERATING COSTS AND SALES 


Mr. Forp. Could you put in the record figures that would extend 
back to the beginning of operations comparable to those set forth on 
page 2 for both synthetic rubber and tin? I assume the dates of 
commencing operations are not identical, but you could go back and 
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list them as far as each operation has been a going concern, could 
you not? 

Mr. McKinnon. I think you will find that is practically impossible, 
because the records were not kept separately by commodities during 
the war years, as they were afterwards. 

Mr. Forp. When did the new accounting setup begin? 

Mr. McKinnon. They started to do it in about 1947, and in 1948 
or 1949 it was completely in operation. You might get the overall 
tin program, but it would not be divided as to interest on the money 
or allocation of administrative expense, or things like that. 

Mr. Forp. When was the first report made that would be com- 
parable to this—for fiscal year 1947 or 1948? 

Mr. Granam. In 1948; as the result of the passage of the Govern- 
ment Corporations Control Act, 

Mr. Forp. Could you put it in the record, beginning with the first 
year in which these figures would be valid comparison? 

Mr. Rosstns. We will be very glad to furnish that for the record, 

(The information requested is as follows:) 


[Millions of dollars] 


| 
Fiscal Fiseal Fiseal Fiseal | Fiscal Fiseal | Estimate,| Estimate, 
year year | year year year year fiscal year fiscal year 
1448 1949 1950 1951 1952 1953 1954 1955 
SYNTHETIC RURRER 
Cost of operations !_ 159.3 149.2 116.6 254.2 389.8 303. 2 224.1 220. 6 
Sales? 199. 0 173.4 156.0 298. 1 415.9 392. 2 277.5 296.8 
Net income.._......- 1.5 -.7 —1.8 11.9 16.1 59.9 3.4 50.0 
TIN PROGRAM 
Cost of operations !_ 163. 5 116.1 79.9 91.8 179. 4 179.0 114.0 77.1 
118. 6 159.0 141.2 112.9 193. 8 191.4 120.7 76.0 
Net income or 
10.3 7.9 —10.9 9.6 —1.4 —1.4 —2.8 


! Represents funds expended Gurins fiscal year for operating purposes. 
2 Represents receipt of funds during fiscal year. 


Mr. Forp. Also any explanation of the meaning of the words or 
phrases which are used there in illustration. 

Mr. Rossins. Yes. 

Mr. Forpv. Would you run into the same problem on the figures 
set forth on page 4? 

Mr. Granam. Yes, sir. 

Mr. Forp. Would that go back to the same fiscal year? 

Mr. Granam. Yes, sir. 

Mr. Forp, Can you put in the record a chart along that line, 
likewise? 

Mr. McKinnon. Yes, sir. 

Mr. Forp. I think it would be well if the chart on page 8 entitled 
“Analysis of Equity of U. S. Treasury’ was included in the record, 
if that has not already been made a part of the record, 

Mr. Taser. That is already in. All of those last three white pages 
are in the record. 

I would like to have you give us, if you could, a picture of the size 
of the synthetic-rubber industry in the United States. 

Mr. Forp. Before he does that, I understand certain bids have been 
submitted under the legislation we approved last year. If it would 
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be appropriate, would it be possible to list the bids which have been 
made in the record? 

Mr. Rossins. No, sir. 

Mr. Forp. Or is that prohibited? 

Mr. Rossrins. That is prohibited. Negotiations are taking place 
now with bidders. The bids all had to be in by May 27; but after the 
bids were in there were a great many things that had to be negotiated 
out, and the stage of negotiation is now going on and will until De- 
cember 27—a period of 7 months. After that the Commission will 
make a complete report to the Congress and congressional approval 
must be given before any sales are made. 


DISPOSAL OF TIN SMELTER PLANT 


Mr. Gary. Is it contemplated to dispose of the tin smelter, also? 

Mr. Rossins. The Senate resolution, which has not yet been acted 
upon by the House, provides that the smelter shall be kept in opera- 
tion until June 30, 1955, and that a congressional committee will be 
appointed to study the whole tin operation and make a report not later 
than March 30, 1955, as to what can be done with it. 


SIZE OF SYNTHETIC RUBBER INDUSTRY 


Mr. Taser. Can you tell us the size of the synthetic rubber 
industry in the United States, including your own? 

Mr. Keuty. I think I might best illustrate that by the consumption 
of the various types of rubber for the calendar year 1953 to show the 
relationship between the size of the various types of synthetic rubber 
facilities in the United States and the natural rubber that is also used 
in the United States. 

In the calendar year 1953 there were 1,338,000 long tons of rubber 
consumed. 

Mr. Taper. That means both? 

Mr. Ketty. All types of new rubber. Of that, there were 687,000 
tons, or very nearly one-half, which were produced and sold by the 
RFC. There were 550,000 tons of natural rubber that were consumed 
in the United States. The rest of the rubber that was consumed was 
produced by privately owned companies. Neoprene, which is a 
special-purpose synthetic rubber, was consumed at the rate of 66,0C0 
long tons in calendar year 1953, and N type rubbers, 17,000 tons for 
the same period, and imports of about 12,000 tons. 

The addition of those quantities should very roughly approximate 
the total I gave you of 1,338,000 tons. 

So of all the synthetic rubber consumed in the United States, 
687,000 out of 771,000 was produced by the Government. 

Mr. Taser. Have some of the plants been disposed of since then? 

Mr. Ketty. Not since then; no, sir. There were some disposed of 
through War Assets in 1947 and 1948. 

Mr. Gary. Are they in operation? 

Mr. Keuty. Yes, by private companies; not in the production of 
rubber as such, however. 

Mr. Rossrns. You mean those that have been disposed of? 

Mr. Ke.tuy. Those that have been sold are not producing rubber. 

Mr. Taser. They are producing something else. 
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Mr. Yes, sir. 
Re Taper. It looks like we had to have some operating of rubber 
ants. 
a Mr. Ketty. I must go back and say that the neoprene plant for- 
merly owned by the Government was sold to du Pont, and du Pont 
is making neoprene rubber. 
Mr. Taser. And that is about 66,000 tons. 
Mr. Keury. Yes. 
Mr. Taser. Thank you, gentlemen. 


Turspay, 6, 1954. 
GOVERNMENT IN OCCUPIED AREAS 


Hovustne 1n AUSTRIA 


WITNESSES 
DEPARTMENT OF STATE 


RICHARD B. FREUND, OFFICER IN CHARGE OF ITALIAN-AUSTRIAN 
AFFAIRS 

E. J. KERRIGAN, DEPUTY DIRECTOR, OFFICE OF FOREIGN BUILD- 
INGS OPERATIONS 

JOHN KIRZAY, MANAGEMENT OFFICER, AUSTRIAN PROGRAM 

EDWARD B. WILBER, BUDGET OFFICER 


Mr. Taser. We have an estimate in House Document No. 428 for 
$1 million for the acquisition and construction of living quarters in 
Austria. Will you tell us about this item and why you need it? 


GENERAL STATEMENT 


Mr. Freunp. I think, by way of background, I should mention, 
Mr. Chairman, that United States-Austrian relations have been quite 
good since 1945. 

We believe the Austrians to be genuinely appreciative of the aid 
they have received, and of the manner in which we have conducted 
the occupation. 

Nonetheless, in spite of the Moscow declaration of 1943, which 
established Austria in our eyes and the eyes of our allies as a liberated 
country and not a defeated enemy—the same declaration promised 
full independence—in spite of that, the occupation has gone on for 9 
years since the end of the war, and during that period we have always 
attempted to minimize the occupation burdens and, more than that, 
we have attempted to obtain Soviet agreement to a state treaty which 
would give the Austrians their promised independence. 

As I am sure you know, the Soviets made it very clear at Berlin 
that it is their intention to deny Austria its independence, and to 
prolong the occupation indefinitely. 

In view of that, the three western Foreign Ministers, after Berlin, 
issued a communique in which they stated it was their intention to 
seek every means for further lightening the occupation burden in 
Austria. 

I would say that the single, most aggravating issue in Austro- 
United States relations is this housing problem. 
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The United States High Commissioner and the commanding general 
of United States Forces in Austria feel the same way, and I believe 
the High Commissioner said so before this committee not long ago. 

Housing is in extremely short supply in Austria, and the continuing 
retention of requisitioned housing by the United States over 9 years 
since the beginning of the occupation has become a serious political 
issue. I think the evidences of it are quite plain, since a constant 
stream of pleas and complaints have been received not only by the 
High Commissioner and by the commanding general in Austria, but 
by the State Department and also by Representatives in Congress as 
well as the White House. 

Those complaints, Mr. Chairman, come in not only from the owners 
themselves, but from the Austrian Chancellor and his officials. 

I would say, incidentally, that it is not that the officials in Austria 
are not sympathetic but they, too, are under pressure of internal 
politics, from not only individual owners, but from organized groups. 

Some of those owners, incidentally, are American citizens who were 
formerly Austrians. So, what we are trying to achieve here by releas- 
ing requisitioned housing through. this appropriation and the con- 
struction of housing for our own civilian staff in Vienna, is a step 
which would go far toward ful‘illing our announced intention of 
alleviation of the occupation burden, and eliminating friction and 
aggravation between ourselves and the Austrians. 

I might say that we also feel we can do this at a moderate cost, 
and with annual savings which in the long run will amount to 
a considerable amount of money saved for the United States 
Government. 

I hesitate, sir, to get into the technical side of the question, since 
Mr. Kerrigan of FBO is here, and can explain that more ably and in 
more detail than I can. 


PRESENT HOUSING ARRANGEMENTS 


Mr. Taser. Where are these people housed at the present time? 
Mr. Freunp. Most of them are Seine with their families or are 
living in very constricted quarters of their own. It just so happens 
that the sort of houses which our officials use are not elaborate. 
Mr. Taser. Are they requisitioned quarters? 
. Freunp. Ours are requisitioned; yes, sir. 
. Taper. Are they requisitioned from the Austrian owners? 
. Freunp. Yes, sir. 
r. Taser. The price which is paid for them is probably not too 
; is that the idea? 
r. Freunp. I would like to ask Mr. Krizay to answer that, sir. 
As I understand it, between the price of the rental and the 
maintenance, it is not a too-modest price. 
Mr. Krizay. Including maintenance, it runs about $140,000 a year. 
Mr. Taser. $140,000 a year? 
Mr. Krizay. Yes, sir. 
Mr. Taser. That includes maintenance of the houses as well as 
the rental? 
Mr. Krizay. Yes, sir. 
Mr. Taser. How much housing is this to provide? 
Mr. Krizay. This pending program? 
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Mr. Taser. Yes. 

Mr. Krizay. It will 68 units. 

Mr. Taser. 68 apartments? 

Mr. Krizay. am sir; which we feel will house about 100 people. 
We will have single peo le double up. 

Mr. Taser. This will answer the problem? 

Mr. Krizay. Yes, sir; in the Vienna area it will. 

Mr. Tames, This will be mostly for civilian employees, or for the 


milita 
It will be all for civilians, sir. 
Me Taser. It will be for employees of the Embass , for example? 
Mr. Krizay. The Embassy, the Foreign Operations Administration, 
and the Information Agency. 
Mr. Tazer. I do not think the budget estimate indicates this, but 
is it to be financed exclusively from the Treasury, or through Austrian 


REUND. I believe, sir, that information is shown in the first 
paragraph of page 3. 

Mr. Wiser. The language in the House document is explicit on 
that point. 

Mr. Taper. I think it would be well at this point to insert the 
language which is proposed in the record. 

REUND. Yes, sir. 
(The matter referred to is as follows:) 


GOVERNMENT IN OccupIEp AREAS 


“For an additional amount for ‘Government in occupied areas’, for the acquisi- 
tion and construction of living quarters in Austria, $1,000,000, to remain available 
until expended: Provided, That this amount shall be used exclusively for purchase 
of foreign credits (including currencies) owed to or owned by the United States and 
may be transferred to the appropriation ‘ Acquisition of buildings abroad’.” 

This proposed supplemental appropriation is necessary to provide for the con- 
struction of staff housing which is urgently needed in Austria and will permit 
the return of dwellings, which have been under requisition for 8 years, to their 
owners. It was previously thought that arrangements could be made with the 
Austrian Government to construct housing for the use of United States employees. 
This no longer appears feasible. 


Mr. Taser. Is that currency available? 
Mr. Frevunp. It is, sir; in fact, there are very many more shillings 
than that available, I understand. 


ESTIMATE OF HOUSING REQUIREMENTS 


Mr. Taser. On page 4 there is a table and a statement, and [| 
pose Ay it would be well to have that particular page placed in the 
record. 

(The matter referred to is as follows:) 


EstIMATE OF Houstinc REQUIREMENTS 


It is estimated that these 68 units would be sufficient to enable USCOA to 
vacate all requisitioned dwellings in the Vienna area by fiscal year 1957. The 
following table will indicate our estimates through 1957 of size of the staff housed 
through USCOA 
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As the table indicates, it is expected that the USCOA staff will stabilize at 131 
(pending a state treaty). The estimates for housing needs for other agencies 
supported by USCOA (i. e. USIA, FOA, etc.) are based on the very minimum 
staffs that can now be anticipated. This is reflected in the 1957 column of the 
table above. On the basis that housing will have to be provided for 226 people 
for the foreseeable future, we arrive at a net need of 68 two-bedroom units. 

Mr. Gary. Mr. Chairman, do I understand that we are to use 
foreign currency now to our credit in the construction of these houses? 

Mr. Witser. That is correct; sir. 

Mr. Gary. The appropriated money would be used to purchase 
the foreign currency from the Treasury? 

Mr. Frevunp. Yes, sir. 

Mr. Gary. So, it is largely a bookkeeping transaction? 

Mr. Freunp. Yes, sir. 

Mr. WiaeLeswortu. It is just a transfer; is it not? 

Mr. Frevunp. That is correct, sir. The dollars go to Treasury. 


COST PER HOUSING UNIT 


Mr. ANDERSEN. These will run about $14,000 per unit. Will you 
not receive more for the $14,000 over there in construction than you 
would in this country? 

Mr. Freunp. You will receive considerably more, I believe. 

Mr. Kerrigan. Yes; the cost of building in Vienna, we estimate it 
to be 85 cents a cubic foot, which compares very favorably with costs 
in this country. 

We would estimate it to be 20 to 25 percent less. 

Mr. ANDERSEN. Would it not be cheaper than that when you take 
into account the low cost of the labor involved? 

Mr. Kerrican. Well, we are speaking now of end costs per cubic 
foot. The cubic foot cost does take into account labor, materials 
and any other factors of cost. 

Mr. AnpERsEN. On page 4 of the justifications, you have the quota- 
tion: “Pending a state treaty.” 

In other words, pending a state treaty and up to that time, you 
expect that the staff will stabilize at the figure of 131? 

When does that state treaty go into effect, and after that, how much 
of a staff will you have? 

Mr. Frevunp. Our feeling about the state treaty, after what hap- 
pened at Berlin, sir, is that there is no outlook in the foreseeable 
future for a Soviet agreement to a treaty, and the ending of the 
occupation. 

Mr. ANDERSEN. That is, then, not in the near future? 

Mr. Frevunp. That is right. After that, if there is a treaty, it 
is very difficult to predict what our staffing situation would be. 

Mr. Anpersen. Off the record. 

(Discussion off the record.) 
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AREA OF APARTMENTS 


Mr. Davis. Will you please tell us the difference between the net 
area and the gross area for these apartments? 

Mr. Kerrican. The net area is regarded as the actual living area 
of an apartment. The gross area is regarded as the sum of that, and 
the amount of area you have to add to the building to provide it 
with hallways, stairways, storage areas, furnaces, and so forth. 

Mr. Rooney. I remember the State Department found that out 
one time when they were going to buy a building in New York for the 
Voice of America. They learnt the difference between net and gross 
areas, 

Mr. Davis. Which of those should we use for purposes of com- 
parison with the limitation which exists with regard to building in the 
Armed Forces of 1,080 square feet? 

Mr. Kerrigan. I can answer that for you precisely. We would 
use a factor here of a net area for a 2-bedroom apartment of 825 
square feet, which is the maximum requirement limitation of the 
Bureau of the Budget. So, we conformed to their limitation. 

Mr. Davis. Did the Bureau also have a limitation on the gross 
area’ 

Mr. Kerrican. Not so precisely on foreign installations, becaus» 
of the greater amount of storage which is generally required, and the 
more frequency with which you have to have servants as a part of 
the foreign installation, as much for their usefulness as domestic 
servants, as well as for their usefulness in terms of language. 

They serve as frequently as an essential part of a household to 
deal with the language problem. The gross area which we have 
used with respect to the net here, however, conforms with that which 
we applied in terms of the housing units approved by the Bureau of 
the Budget when they reviewed our program for Germany. 

So, we are conforming with the standards which have been devel- 
oped by the Bureau. 

COST OF SITES 


Mr. Davis. What are you contemplating here? Have these sites 
been selected? 

Mr. Kerrican. We expect that we will need three sites. We will 
put two buildings on each site. We presently own 1 site, and we will 
put 2 buildings on that site. We would expect to buy 2 sites in the 
general vicinity of that 1 site, and we will place the buildings at that 
time. 

We have not actually selected the other two sites. 

Mr. Davis. You must be planning on putting them right in the 
heart of the metropolitan area at a cost of $50,000 per site? 

Mr. Kerrigan. I have a map here, and you are right in your 
observation in terms of our previous costs, although these estimates 
are predicated on costs which we understand now to prevail. We 
paid $41,000 for our existing site, which comprises 3:5 acres, and it 
had a building on it. This is a desirable area, and one benefit of 
putting these buildings on desirable sites is that we will have a much 
better opportunity of recapturing our investment when, and if, we 
no longer need them. 

I think it is actually good insurance for the basic investment. 
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Mr. Forp. How have the British and the French handled this 
problem? 

Mr. Freunp. Their overall problem has not been so acute in that 
their forces in Austria are considerably less, and in the city of Vienna 
itself, I do not believe I can give you a very helpful answer on that, 
but I would be glad to look into it, if you wish, and provide something 
later. 

(The information requested was not furnished in time to be printed.) 


CURRENT HOUSING OF EMPLOYEES 


Mr. Rooney. In how many locations in Vienna are the personnel 
located at the moment? How many personnel are we talking about? 
Mr. Krizay. We are talking about housing being required for 109 
employees all in the Vienna area. 
Mr. Rooney. In how many locations are they at the moment? 
Mr. Krizay. In how many different units are they housed? 
Mr. Rooney. They are all over the place; are they not, sir? 
Mr. Krizay. Yes, sir. There are around 70 or so, I believe. 
Mr. Roonry. We are paying a quarters allowance for them at 
these various locations; is that right? 
Mr. Krizay. The employee does not get a quarters allowance. ' 
We pay rent on the buildings they are living in. 
Mr. Rooney. In effect, what I said was correct? 
Mr. Krizay. Yes, sir. 
Mr. Rooney. Is it to the advantage of our Government in the 
successful diplomatic representation of this country in Vienna to 
have these people located in these various locations, living among 
Austrians, where they will meet and know Austrians, or is it better 
to have them all together, as though they were in barracks, in these 
buildings which you propose to erect? 
Mr. Kerrigan. That is a political question, but that question has 
arisen before. 
Mr. Roonry. I was hoping Mr. Krizay would answer it. You are 
the builder. 
Mr. Krizay. The plan is to disperse these buildings some, in at 
least 3 or 4 different areas. 
Mr. Frevunp. I would say, sir, that it is probably a matter of 
judgment, between the economy which can be achieved by putting 
them in 3 or 4 areas, as opposed to the more widely scattered idea 
and the desirability of having them spread out more, and in greater 
contact with the Austrians. 
However, from what I have seen in Vienna, the amount of neighbor- 
liness and that sort of thing among people living in houses is not 
terribly great, and it is a matter of the group with which they would 
normally go, which of course includes Austrians. 
Mr. Rooney. Well, we would hope that not only would they include 
Austrians, but that they would be principally Austrians, whom we 
wish to properly cultivate. 
Mr. Freunp. Because of the Four-Power occupation, there are 
really almost five governments there in a way, but there are, of course, 
many Austrians, who are probably predominant. 
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ARRANGEMENTS OF OTHER COUNTRIES FOR HOUSING PERSONNEL 


Mr. ANDERSEN. You mentioned the fact that the British and 
French do not have so many employees there. Why is that? Do 
they not have as much to 4 after as the United States, or just what 
is the situation? 

Mr. Freunp. I was speaking of forces, sir. I do not know, off-hand, 
the number of embassy and civilian occupation personnel of the other 
two offices. 

Mr. AnpERSEN. Would you say we have too much personnel over 
there in comparison to the British and French to do the same job? 

Mr. Freunp. No, sir; I would not. 

Mr. Forp. Do the other countries, including France, England and 
the Soviet Union, requisition quarters such as we have done? 

Mr. Freunp. Yes, sir. 

Mr. Foro. Is there any information showing the amount of space 
that each of the four governments, including the United States, Rave 
requisitioned? 

: r. Freunp. I have none, offhand. We might be able to produce 
that. 

Mr. Forp. Assuming that each of the governments have about the 
same amount of requisitioned space, is the feeling which you men- 
tioned the same with reference to all of the occupying governments? 

Mr. Frevunp. I am sure it is; yes, sir. The requisitioning problem 
is 8 common one to any occupying power. 

Mr. Forp. Has there been demonstrations, such as you mentioned 
in the presentation, against the other countries, as well as the one 
indicated here involving the United States? 

Mr. Freunp. Yes, sir. Some of the demonstrations are against the 
occupation in general, regardless of which power is concerned, and 
a the objection to requisitioning of housing as a general broadside 
attack. 

Mr. Forp. Have any of the other occupying countries undertaken a 
program such as is invisioned here? 

Mr. Freunp. The British and French have been doing some 
derequisitioning, I am quite sure, in Vienna, but the amount of it and 
the ratio of it to their holdings and so forth, I do not know. 


PERSONNEL TO BE HOUSED 


Mr. Rooney. I note that your estimate includes housing for a 
substantial number of Foreign Operations Administration employees. 
Would it be correct to assume that if the Congress were to feel that 
the FOA operation should be discontinued within the next few years, 
that you would not need these units? 

Mr. Freunp. I hesitate to speak for them. 

Mr. Roonsny. They might not need all of these units? 

Mr. Krizay. Sir, we have involved 15 FOA people, and we have 
deducted those out on page 5 of the justifications. 

We have done that, as we say, because of uncertainties as to tenure 
of the program. 

Mr. eee What is the situation with regard to the USIA? 
Suppose it was decided that that program was too large. What 
would happen with regard to the housing for the 35 employees of 
the Information Agency? 
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Mr. Taser. They are supposed to drop off, according to the table. 
Mr. Rooney. I do not think he has them on page 5, Mr. Chairman. 
Mr. Taser. Yes; he does. The USIA people are listed on page 4. 
Mr. Rooney. On page 5 the net figure is 226, and you see 57 in the 
right-hand column. Then he takes out so many on page 5. He 
takes out the 15 FOA employees because of uncertainty as to the 
tenure of the program. 

Mr. Krizay. I think this estimate is conservative enough so that 
if that program were reduced even further than we anticipate here, 
we woul not be in excess of housing needs. 

You see, we have, for example, 21 people in the Bristol Hotel. 
A lot of people do not particularly care to stay at the Bristol, and they 
could move into apartments and save that rent money there. 

Mr. Rooney. If they are perfectly happy at the Bristol Hotel 
now, why move them into a brand-new building? 

Mr. Frevunp. I do not believe, sir, they are perfectly happy there. 
They just do not have any choice. 

Mr. Rooney. I should think that many of the employees would 
prefer living at the Bristol Hotel. What do you have to pay the 
Bristol Hotel? 

Mr. Krizay. That is operated on a revolving fund basis. 

Mr. Roonny. What is the cost of accommodations for a single 
employee? Do they pay by the month? 

Mr. Frevunp. I believe so; yes, sir. 

Mr. Anperson. Off the record. 

(Discussion off the record) 

Mr. Taser. What do you mean by reimbursements on page 4? 

Mr. Krizay. These are individuals who work in support of ad- 
ministrative service operations required by the other programs. They 
are assigned to our rolls, and we are reimbursed from other accounts. 

bra eng Do you mean they get money from several different 
units 

Mr. Krizay. Yes, sir. 

Mr. Taser. They are part-time employees, working part time on 
one job, and part time on another? 

r. Krizay. Yes, sir; you might say that. 


FIRMNESS OF ESTIMATES 


Mr. Rooney. Mr. Kerrigan, how firm are these figures, and how 
far have you gone with this? Do you have any estimates from the 
contractor? 

Mr. Kerrican. No, sir; we do not. 

Mr. Roonry. Do you have any architectural plans? 

Mr. Kerrican. No, sir; we do not. The figures are this firm: 
We did have our field supervisor, Mr. Berz, for 3 or 4 years in Vienna 
as our representative, and who was there up until last year, and who 
is back in the Department on consultation, to develop the require- 
ments, and then we sent him back to Vienna to review them there. 
No architects have been engaged as yet. 

Mr. Roonry. If we were to set up these 68 units, we will need furni- 
ture also; will we not? 

Mr. Kerriaan. In regard to the furniture, } understand that when 
the Department of State took over the occupation responsibility from 
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the Department of the Army, they acquired an amount of furniture 
which is estimated to be more or less sufficient to take care of these 68 


units. So, answering your question, we do not expect to spend any 
amount of money to speak of for furniture. 
Mr. Taser. We thank you, gentlemen. 


Tugspay, 6, 1954. 
REFUGEE RELIEF 


WITNESSES 
SCOTT McLEOD, ADMINISTRATOR, BUREAU OF INSPECTION, 
SECURITY AND CONSULAR AFFAIRS 
ROBERT C. ALEXANDER, ASSISTANT ADMINISTRATOR FOR REF- 
UGEE RELIEF 


JOHN F. RIEGER, DIRECTOR OF INVESTIGATIONS, REFUGEE RELIEF 
PROGRAM 


JAMES H. SHERRERD, SPECIAL ASSISTANT 
EDWARD B. WILBER, BUDGET OFFICER, DEPARTMENT OF STATE 


Mr. Taser. The committee will come to order. 

We now have for consideration the request for refugee relief for 
fiscal 1955, which is requested in House Document 422. The perti- 
nent portions of ekne Danner 422 will be inserted at this point: 


FUNDS APPROPRIATED TO THE PRESIDENT 


Heading 


Refugee Relief 


(Add the following proviso at the end of the paragraph under this head:) 
Provided further, That the entire amount herein appropriated may, if found necessary by the Bureau 
of the Budget for effective administration of the program, be apportioned for use during the first nine 
months of the fiscal year. 


The refugee relief program was established as an emergency program for the 
resettlement in the United States of 209,000 refugees, with a termination date of 
December 31, 1956. Since the program is only now getting underway the agencies 
have very little experience on actual operations within the amounts budgeted. 
For example, there are indications that it may be necessary to double the estimate 
contained in the fiscal year 1955 budget on the number of investigations necessary 
for each visa issued. In order to insure that the program will not be impeded by 
lack of funds, authority is requested to apportion the available funds during the 
first 9 months of the year if experience indicates that such action would facilitate 
completion of the program within the period specified in the law. 


We have with us Mr. Scott McLeod, Administrator of the Bureau 
of Inspection, Security, and Consular Affairs. 


OPERATION OF THE REFUGEE RELIEF PROGRAM 


Mr. McLeod, would you give us a picture of the situation in regard 
to the refugee relief program, as to what the situation actually is, and 
why you need this amount of money? 
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Mr. McLevup. Mr. Chairman, it took us a long time to get this 
en under way, but we feel we are now rolling ahead at a good 
speed. 

“ can report to the committee that last week we issued over 1,500 
visas, which is the high point of our effort so far, and which shows 
the capabilities of the staff. 

The estimate for fiscal 1955 is $9,025,000. As you will note, it has 
an amendment to the appropriation language, requesting permission 
to use the entire amount during the first 9 months of the fiscal year, 
if we find it necessary to do so to effectively administer the program. 

As the graidsenidtel tetten from the Director of the Budget points 
out, this amount is requested due to the limited operating experience 
within the amounts budgeted. For example, as a result of consulta- 
tion and negotiation with various foreign governments, and in light 
of the experience to date, it may be necessary in nonpreference cases— 
that is, cases of refugees, escapees, and expellees, to provide for as 
much as an average of 2 investigations for each visa issued, instead 
of 1 investigation as is now provided for in the 1955 budget estimate. 

Mr. Taser. Suppose they come in and make application: How do 
they make application? Do they have to be sponsored, or do they 
pay their own fare, or does someone else pay it, or how does it work? 
Tell us how these things work. 


TWO CATEGORIES OF APPLICANTS 


Mr. McLeop. We have two categories of applicants under this 
bill. The preference case, which is « carryover from the regular 
quota of immigration, and for which there is provided a limited 
number in three countries—Italy, Greece, and the Netherlands. 
Then we have, apart from that, the people who fall into this refugee, 
escapee and expellee category. 

The act provides that we must make an investigative report on 
these people and that is the reference here to the possibility that 
2 investigations may be necessary in order to issue one visa. 

The way this act operates with the refugee category is that an 
American citizen must provide to the Government an assurance of 
financial support, of housing and of employment. Then, the act 

rovides that the Administrator must verify these assurances, and 
orward them to the consular district, wherein the applicant resides, 
if the assurance is for a named refugee, or to the consular district, 
most likely, to find him, if it is an unnamed refugee. 

Then, we have in the consular districts aliens who believe that they 
qualify under the terms of this act, they register. Of course, if the 
assurance is for someone who is named, the presumption is that he is 
already registered. Once the assurance is received by the consul, he 
calls on the applicant to qualify himself, per se; that is, to present the 
documents, and the qualifying material, and once the consular official 
and the immigration officers have satisfied themselves that he is eli- 
gible and if he has passed the public-health examination and he has 
been registered by the Department of Labor people as to his job capa- 
bilities, then the case is turned over to the investigators to make the 
report, which the act requires. 

If that is satisfactory, then the consul, with the concurrence of the 
immigration officer, on the scene, issues the visa. There is no obliga- 
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tion on the Government in this bill to provide the transportation, 
and that is being handled in Europe by the Inter-Governmental Com- 
mittee on European Migration, of which this Government is a member, 
and which was more or less fathered by members of the House of 
Representatives. 

Mr. Taser. Do you mean we are paying the expense of transporta- 
tion for this other organization? 

Mr. McLezop. No, sir; that is not altogether true. The immigrants 
may be financed out of that organization’s money but we find most of 
these people, to date, because they have relatives fered in this country, 
have their transportation provided by their relatives. Very often the 
assuror in the refugee category will put up the money for the trans- 
portation, but that is outdiie of our responsibility with respect to this 
act, ry to how the alien gets to the United States after the visa is 
issued. 

Mr. Taser. It is not a part of the job of this organization to pro- 
vide the transportation? 

Mr. McLeop. That is right. 

MrJTaser. All you do is the checking up on the approval of the visa? 


LOANS TO IMMIGRANTS 


Mr. McLeop. That is right. 

Now, there is a more that agencies outside the Government may 
borrow from the Treasury Department for transportation from the 
pent of entry here to wherever the immigrant is going. That is on a 
oan basis. 

Mr. Taser. That is after he lands here? 

Mr. McLeop. Yes, sir. 

Mr. Taper. He may borrow from the Treasury not exceeding $500; 
is that right? 

Mr. SHerrerD. We have estimated the loans at $72 each, for travel 
after he enters this country. 

Mr. McLeop. We have had a rather limited experience with that. 

Mr. Taser. Is that something which is in operation, or has it not 
been used much? 

Mr. McLezop. As a matter of fact, we have only had—how many 
applications for these loans? About a dozen; is it not? 

r. ALEXANDER. We have had a half-dozen applications, and three 

of them are pending, I believe. 


VISAS ISSUED 


Mr. ANpERSEN. How many refugees have come in under the act? 

Mr. McLeop. We can tell you how many visas we have issued, but 
without the responsibility for transporting them, we cannot give you 
accurate numbers as to how many have actually arrived. 

Mr. Rooney. On your page 5, you say that 15,000 visas are esti- 
mated to have been issued in the fiscal year 1954. 

How many visas did you actually issue in fiscal year 1954? 

Mr. McLeop. 5,633. 

Mr. Taser. That is in fiscal year 1954? 

Mr. McLeop. I think we are a couple of days over on that. That 
is the re at the end of last week. That would include the Ist and 
2d of July. 

Mr. Taser. Is that for calendar year 1954? 

Mr. McLeop. No, sir. 
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Mr. Taser. It is for fiscal year 1954? 
Mr. McLeop. Yes, sir; fiscal year 1954, and into July Ist, but we 
have 2 additional days in there, because we keep our figures by the week. 


LOANS TO IMMIGRANTS 


Mr. Taser. These loans appearing on page 106 of the justifications 
which we have before us, were made to approximately 10 percent of 
the group which came in during 1954? You do not know how many 
did report, and how many did have loans? 

Mr. McLeop. No loans were made in fiscal year 1954. There were 
applicants for loans, but no loans were actually made, to the best of 
my knowledge. 

Mr. Taser. How many do you estimate you will have to make in 
fiscal 1955? 

Mr. SHERRERD. 21,000 individuals, sir, is our estimate. 

Mr. Taser. 21,000 loans? 

Mr. SuerrerD. No, sir. The loans are made to agencies. 

Mr. Taser. How many people do you expect to bring in? 

Mr. SHERRERD. Well, our estimate is based on 65,000 visas issued 
during fiscal year 1955. 

Mr. Taper. You are expecting to bring in how many in fiscal 
1955? 

Mr. SHerrReERD. 65,000 is the number to which we expect to issue 
visas in fiscal 1955. 

Mr. Taser. How many of them do you expect to require loans? 

Mr. SuerrerD. We have estimated 21,000 to require loans out of 
the 65,000. 

Mr. Taser. There is not anything to indicate that that figure will 
be reached? 

Mr. SuHerrerpD. No, sir; we do not have the experience, sir. 

Mr. Taser. You have not had any demand for loans so far? 

Mr. SHerrerD. We have had some applications to make loans—a 
half-dozen applications. 

Mr. ALEXANDER. We have had 6 applications, and 3 are still 
pending. 

Three were turned down? 

Mr. ALEXANDER. These applications, Mr. Chairman, are made by 
organizations, and the loans are made by the Treasury to organiza- 
tions, which in turn make individual loans to the aliens; 6 applications 
have been made, and 3 are still pending. 

Mr. Taser. Three of them were turned down? 

Mr. ALexanper. Three of them were turned down; yes, sir. 

Mr. Taser. That does not mean that there is very much to this 
particular item of loans, then, does it? 

Mr. McLeop. That is administered by the Treasury and it could 
we mean that the three loans could encompass the amount estimated 

ere. 

Mr. Roongy. I would not be so much concerned in that phase 
of this request. Under the last DP Act, substantial sums of money, 
in the millions of dollars, were borrowed by private agencies, and the 
various churches, and most of that money has now been paid back; 
has it not? 

Mr. ALExANnpvER. Not all of it. The last I heard was to the effect 
that the organizations were paying that very rapidly, because under 
this act they had to pay it back in order to get another loan. 
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Mr. Roonny. They take over the responsibility of getting the 
loaned money back from the individual, and if the individual does not 
repay them, they agree to pay the money back to the Treasury? Is 
that the way the act works? 

Mr. McLeop. Yes, sir. 

= Roongry. That was the way the DP Act was operated; was it 
not 

Mr. McLxop. Yes, sir; they have to be current, or they cannot 
qualify under this act. 

Mr. Roonny. The 1953 Refugee Relief Act provides for direct 
loans to the individuals by the Treasury; is that right? 

Mr. McLxop. Yes, sir; that is right. 


PERSONAL SERVICES 


Mr. Taser. How many people do you have working in this pro- 
gram? 

a Suurrerp. As of June 25, we had 476 Americans and 338 
ocals. 

Mr. Taser. You had 476 American employees, and 338 local 
employees? 

Mr. Suerrerp. Yes, sir; for a total of 814. 

Mr. Taser. That is an overall figure? 

Mr. SuerrerD. That is the total figure; yes, sir. 

. claim How many of those are departmental or in the United 
tates 

Mr. SuerrerD. One hundred and thirty-four, 124 of which are in 
the State Department. 

Mr. Taser. The rest are over there, and their job is investigating 
and issuing visas; is that right? 

Mr. Suerrerp. Yes, sir; and performing administrative backstop 
work; that is, preparing payrolls and issuing pay checks. 

Mr. Taser. Issuing payrolls and pay checks for the employees? 

Mr. SHERRERD. Yes, sir; as well as the procurement of supplies. 

Mr. Taser. That would not be a large item; would it? 

Mr. Suerrerp. It runs rather high. Our experience in the foreign 
service has been a ratio of 3 to 1. 

Mr. Taser. You mean 1 administrative employee for every 3? 

Mr. Suerrerp. Yes. 

Mr. Taser. That is pretty high, is it not? 

Mr. Suerrerp. Our statistics bear that out over the years in our 
Foreign Service work. 

Mr. Taser. What do you have here in the State Department? 

Mr. SHerrerp. The Weshineten backstopping for the field, the 
Security Office, the Visa Office that issues the regulations, and the 
Administrative Office. 

Mr. Taser. It looks like that is a place where you could save some 
money if you would go at it and set it up on a business basis. It 
looks that way to me. : 

Mr. SHerrerD. We have had a good deal of experience in the For- 
eign Service with regard to the amount of work that it takes to back- 
stop the people on the payroll in the procurement of supplies, travel, 
and things of that sort. 

Mr. Taser. How many visas did you issue overall in the fiscal year 
1954? 
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Mr. McLeop. 5,633 is the closest figure we have. I might say that 
we turned down 555, and it takes more work to turn 1 down than it 
does to issue a Visa, so in computing the statistics vou ought to take 
the total of the 2 cases as visa action. 

Mr. Roonry. How many visas did you allocate to the consular 
offices during the period when there were issued 5,633 visas? 

Mr. ALexANpeER. All of them. 

Mr. Rooney. You generally issue big blocks, do you not? 

Mr. ALExaNDER. Where you have a quota that can be applied over 
the world to different countries you send blocks to each country, but 
in this act, where they can only be issued in one country they are sent 
to that country because no other country can use them. 


OBLIGATION DATA 


Mr. Taser. On the first page of the justifications you have 3 or 
4 items that I want to ask you a few questions about. 

What were your obligations on No. 2 in 1954? It says ‘“‘Investiga- 
tion in occupied areas.’”” How much were your obligations for that? 

Mr. SuerrerD. The Army just got started. The obligations were 
only $4,089. 

Mr. Taser. How about the next item, “Investigation and visa 
issuance’’? 

Mr. SHerrerp. For the month of May we estimate as of June 4 
our overall obligations were $641,615. We estimated the total for the 
year would be $2,516,044. 

Mr. Taper. You estimate as of June 4, $641,615? 

Mr. SHerrerD. That was for the month of May. 

Mr. Taser. Just the one figure? 

Mr. SHERRERD. $641,615. 

Mr. Taser. For 1 month? 

Mr. SHERRERD. One month; yes; and the actual obligations for the 
year through June 4 were $1,829,624. 

Mr. Taper. You do not have any idea what the figure is for the 
month of June? 

Mr. SHERRERD. $686,420 is our best estimate. 

Mr. Wiser. We have an actual figure as of June 25. 

Mr. Taser. What is it? 4 

Mr. WILBER. $2,248,317 through June 25. 

Mr. Taper. You said your estimate of June was how much? 

Mr. SHERRERD. $686,420. 

rie Taser. Down to the 4th of June you spent $1,829,624; is that 
right? 

Mr. SuerrerD. That is correct, sir. 

Mr. Taser. That would indicate that you managed to spend 
$2,516,044 in the fiscal year? 

Mr. SuerrerD. That is right. 

Mr. Rooney. That is all in schedule C, Mr. Chairman, the figures 
you are now calculating. 

Mr. McLeop. All the totals are substantially correct with the 
exception of the Army and Treasury, and they are away off. 

Mr. SuHerreERD. The Army figure should be $4,089 instead of the 
$127,000. 

Mr. Taser. That means your total expenditures for the year were 
just a hair under $3 million? 
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Mr. Suerrerp. Yes. The month of June is estimated here, but the 
figures are nies close with the exception of this Army figure that we 
just mentioned. 

Mr. Taser. You did not need the supplemental of $250,000 that 
you asked for? 

Mr. Suerrerp. That is correct—not when we got it. 

Mr. Taser. We were pretty well satisfied that was so. 

Now, this June picture indicates you made a big jump in your 
payroll in the Department. Most of your help is here in the Depart- 
ment, is it not? 

Mr. SuerrerD. Yes. That June figure contains approximately 
$30,000 that was obligated against another appropriation but was 
really used against this program. It represents funds transferred in 
the month of June. 

Mr. Taser. Why would you need to have some transferred to you 
when you had enough? 

Mr. SuHerrerpD. It was a case of obligating erroneously against 
our regular appropriation for some publishing work, some printing, 
and also some minor equipment costs. 

Mr. Taser. Why would you do that instead of using the funds you 
had available? 

Mr. SHerrerp. As I said, they were obligated against our regular 
appropriation through error. 

r. Taper. Did you have a lot of nonrecurring items in that 
$119,000? 

Mr. Suerrerv. No. I would say about 20 percent, or perhaps 
less than that. 

Mr. Taser. What does your health department do? 

Mr. McLeop. They send officers overseas to make X-rays and 
qualify these people so they do not get stopped for physical reasons 
at the port of entry. 

Mr. unite: The Justice Department; what do they do? 

Mr. McLeop. Those are the immigration inspectors that this act 
provides for in conjunction with the consular officers. 

Taser. The Treasury is the loan end of things? 

. McLeop. Yes. 

. Taper. You did not spend any $44,000 there, did you? 

. SHERRERD. No, sir. 

. Taser. That figure should probably be about $5,000? 

. SHERRERD. $1,123. 

. Taser. Will your other figures hold up pretty good? 

. SHERRERD. a The rest of those figures on this chart will 
hold up pretty well. 

Mr. Taser. The total will be somewhere around how much? 

Mr. SHERRERD. $2,940,256. That is as near as we can estimate. 

Mr. Taser. Do you have a similar breakdown for what you will 
do’ with the money if you get the budget estimate? Who is this 
occupation selection business? 

Mr. SuerreRD. That is the Department of Labor. 

Mr. Taser. Now, you have $5,800,000 for the State Department 
on page 4. Is there a breakdown on your third sheet? 

Mr. Suerrerp. There is a slight difference. As I pointed out on 
the chart you have, there is a little deviation from the pattern, but it 
is substantially the same. 
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In schedule No. 2, column No. 6 gives the budget estimate and the 
number of employees. Column No. 5 gives the deviation in the esti- 
mate, what we call the staffing plan. Inasmuch as this budget esti- 
mate was prepared several months ago, we have found that we need 
some additional locals to service the investigative side of the work, 
and because of the lower salaries contained in this budget than we are 
actually requiring, we can finance these additional employees. There 
are 7 additional Americans also on the Foreign Service side and 10 on 
the departmental side, making a total deviation of 17 Americans and 
94 locals, all of which can be financed because of the difference in the 
salaries within the total amount we are requesting. 
Mr. WiaeLesworth. Off the record. 
(Discussion off the record.) 


PERSONAL SERVICES 


Mr. Taser. Do you expect to have the usual drag in filling up your 
force? 

Mr. McLeop. I think the best indication is to compare column 
No. 1 and column No. 2 with the employment on the 25th, and what 
we estimated we would have on at the end of the fiscal year. Of 
course, we were trying to get people on and to get them to travel, 
because the travel money was supposed to be in the 1954 money. 
We did make a big jump in the last 5 days, but the rest of the people 
are in the mill, or somewhere along the line. I think the pipeline of 
getting them on is pretty well established now. We know about where 
the lag is. 

Mr. SHERRERD. If you will notice schedule 1, going to the first 
table, you will see a schedule which shows employment by months 
and how it actually worked out. 

During the month of May we put on the rolls 90 American and 131 
locals. uring the month of April we put on 86 Americans and 58 
locals, and so on down. 

Mr. Taser. You are built up now to the point where in May and 
June you actually issued visas for about 5,000, did you not? 

Mr. SHEeRRERD. That is about right. 

Mr. McLeop. The total visa actions were over 6,000. 

Mr. Taser. You turned down 500? 

Mr. McLeop. Yes. 

Mr. Taser. In the months of May and June you did not have 
quite that many because you did have a few visas in April, but not 
many. 

How many visas are you expecting to issue this coming year? 

Mr. SHerrerRD. Our plans call for 65,000. 

Mr. Taper. You are running now at the rate of about 2,500 a 
month. 

Mr. SHerrerpD. The past week we issued 1,511 visas. 

Mr. Taser. You do not expect to be able to keep going at that rate? 

Mr. SHEeRRERD. We are stepping up very fast now and the assur- 
ances are coming in at a rapid rate. Of course, we are depending on 
the assurances for the main part of our work. Our original plan last 
fall did not contemplate the issuance of any nonpreference visas in 
fiscal year 1954, but the 65,000 we have estimated in our 1955 budget 
are all those in the nonpreference category, which require assurances. 
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We did not expect to have assurances in volume until the beginning of 
this fiscal year, so really, this sums up to mean we did not expect to 
ro get rolling on this program until we could get the assurances 
in here. 

Mr. Taser. You do not expect to put on many more people than 
you actually have now? 

Mr. SHerrarp. We hope to build up to a total of 725 Americans and 
701 locals. 

Mr. WieGiesworts. Off the record. 

(Discussion off the record.) 

Mr. SHerrarp. This estimate we have before us calls for 708 
Americans and 607 locals. 

Mr. Taser. You are a good deal nearer the goal that the State 
Department set up than you are in these other agencies. 

Mr. SHerrarp. Yes. 

Mr. Taper. You have none in the Army. You are planning two 
hundred-some-odd; you have 14 in 1 place and 13 in another in the 
health setup, and you are planning to more than double that, and in 
the Justice Department you are planning to put on 23 more as against 
18, = in the Labor Department you do not have much of a boost 
in sight. 

Mr. SHerrerd. We contemplated having 18 in the Department of 
Labor by June 30, and we have 19 on now. 

Mr. Taser. It looks like a lot of that setup is going to be slow 
moving. Maybe you will not need the number that you have down 
there. 

Mr. McLeop. It is pretty much unpredictable. We have enough 
work ahead of us to keep going at full speed for about 4 months. If 
the work continues to develop as it is now, we can continue to go at 
full speed. If it does not, if the assurances do not flow, we do not 
have any objection to saving money. We will not spend it any faster 
than we have to in order to get the work done. 

Mr. Taser. The biggest part of your expense in transporting these 
people over there is over. 

Mr. McLeop. We still have some travel we did not really plan on 
because of the fact we could not move them any faster. The major 
portion of the travel has been accomplished. 

Mr. SHerrERD. We will have 186 trips in fiscal year 1955 that we 
have not budgeted funds for. We expected to pay for those trips 
out of the 1954 funds. That is one reason that we had funds left over. 
We did not know until the last week or so whether we would be able 
to get the people on the rolls and in travel status. 

Mr. Taser. The staffing plan and the budget estimate do not 
agree; in other words, you were cut a little bit by the budget on that; 
is that it? 

Mr. McLeop. No, sir. We translated that into bodies instead of 
dollars. We found that it was more profitable to hire Indians than 
chiefs, so we can hire 2 Indians for 1 chief. It is the same amount of 
money, but we have found it is more desirable to have low-paid 
locals and Americans and some of the higher paid people. 

Mr. Taper. You are never going to get the number that you have 
for the Army. 

Mr. SuerrerD. The Army did not get started until the last month. 
There seems to be no doubt at all but what they would reach this 
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figure. They have a great many Americans overseas that are being 
hired locally. 

Mr. Wiaeieswortn. Off the record. 

(Discussion off the record.) 

Mr. Taser. But the 1,315 is as far as you get under the budget? 

Mr. SHERRERD. That is right. We say with the money we have 
requested for the 1,315, we could actually staff up to 1,426, staffing 
in a way we really need our people, as we did not foresee last fall when 
we prepared the budget. 

Mr. Wiaeieswortn. If you go to only 1,315, you do not need all 
the money; is that not another way of stating it? 

Mr. SHeRRERD. That is not exactly another way of stating it. 
We would not be allowed to put people on as we see we need them for 
this program. 

Mr. Taper. The Army actually has on the rolls 65 people as 
against an estimate of 213. They are not going to get anywhere 
near 213. 

Mr. SuerrerD. They have just started this past month. 

Mr. Taser. I know, but it will take them quite a while. 

Mr. McLeop. The bulk of this job is in Germany and Austria 
where they are doing the investigations for us, and if they do not get 
the investigations and the people, we cannot turn out the work. We 
have to rely pretty much on their estimates of what they need. 

Mr. Taser. Their health, education, and welfare setup, they have 
about half of what you might expect them to get to. 

Mr. SuerrerD. They have had a little difficulty in hiring doctors. 

Mr. Taser. They are not going to use all of theirs either. 

The Justice Department and the Labor Department, they seem to 
be doing more. Your Treasury setup, they are not going to need 
anything like the money they have set up there. 

r. SHERRERD. I would like to say in that connection, Mr. Chair- 
man, one of the reasons why we have not had requests for loans so far 
for this program is because we have been working primarily on the 
preference cases in Italy, and they have relatives here to see them 
through. They do not need the loans. We are now starting on this 
other category, which we expect will require loans. 

Mr. Wieeteswortu. That Treasury figure is the result of multi- 
plying 21,000 estimated loans by $72 per loan; is that correct? 

Mr. Suerrerp. That is correct. 

Mr. Taser. Is there to be someone from Treasury here in connec- 
tion with this? 

Mr. McLeop. We did not bring anyone. 

Rs Taser. You did not bring any people from Justice or anyone 
else? 
Mr. McLeop. No. 


NUMBER OF VISAS ISSUED 


Mr. Gary. To summarize your testimony, you have issued how 
many visas up to June 30? 

Mr. McLeop. Up to July 2, if I may, because we keep them by 
the week, 5,633. 

Mr. Gary. You estimate there have been 600 admissions during 
that time? 
46868—54—pt. 
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Mr. McLuop. Yes. They have 4 months from the date the visa 
is issued to enter the United States, and our responsibility is issuing 
the visas, so we do not keep track of how many come in. 

Mr. Gary. But you estimate about 600 have actually come in? 

Mr. McLeop. Yes. 

Mr. Gary. You have spent during that time $2,940,256? 

Mr. Suerrerp. Yes, that is our best estimate. 

Mr. Rooney. During that time, and particularly during the months 
of last May and June, you have been sending into travel status in an 
investigative capacity new people who act in your behalf abroad; is 
that correct? 

Mr. McLrop. In Italy, Greece, and in the Netherlands principally. 

Mr. Roonsy. I feel in a complimentary mood today. 

Mr. McLeop. Thank you, sir. 

Mr. Rooney. I came across a gentleman who was recruited as an 
investigator for this program who was an undercover detective of the 
New York Police Department, one of the experts on communism in 
the New York Police Department, who, without any assistance from 
me, was enlisted in your program and I believe is now in Europe. 
I hope you have enlisted many people like that. 

Mr. McLeop. Thank you. ft I may say it for the record, I think 
that Mr. Rieger deserves a great deal of credit for the high type of 
personnel that he has ite 9 for security matters. 

Mr. Roonny. We hope that you enlist the kind of people the 
Congress intended should be brought in, and that they are brought 
in as promptly as possible. 


COOPERATION WITH VOLUNTARY AGENCIES 


You might tell us something about the cooperation, or the lack of 
it, whichever you claim, that exists at the moment between the 
propa and the voluntary agencies. 

Mr. McLeop. I am pleased to tell you that we are having a high 
degree of cooperation. - I had a meeting this morning with Monsignor 
Swanstrom of the NCWC. He is the chairman of a committee 
which the voluntary agencies have formed to work with us on this. 
I think all the differences we have had with the voluntary agencies 
about the interpretation of the law have been resolved with the 
possible exception of the one requirement we have with respect to 
pe verification of job assurances by the United States Employment 

rvice. 

There is some feeling still on the part of the agencies, I believe, 
that the law does not require us to have USES verification, and they 
find that it is somewhat difficult to establish a pattern of relation- 
ships with the local offices that makes this matter easy for them. We 
feel that where the question of unemployment arises the labor people 
of this country, the unions, have an interest in seeing that the act 
is complied with and that no American is displaced from a job, so 
we have continued to insist that the verification be done locally by 
the agency of the Government best able to handle it. That, to my 
knowledge, is the only issue on which there is any difference at the 
moment. The agencies, I believe, are doing a very good job in getting 
people to sign the assurances and send them in. 

We were happy to comply with their last previous request, which 
was in connection with the matter of permitting a citizen to sign an 
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assurance in behalf of a group of citizens, or an alien, and amended 
our regulations to set that forth. 


NUMBER OF PREFERENCE APPLICANTS BROUGHT IN 


Mr. Rooney. What effect would you say this matter of the USES 
assurance, or certificate, had to do with your failure to bring in the 
15,000 persons, the number that was the target figure for fiscal 
year 1954? 

Mr. McLeop. It does not follow there is any connection. We were 
planning to bring in preference people only who do not require any 
assurances, and that is largely what we have been working on to date 
while the assurance backlog is building up. I do not believe it would 
have any effect at all on what we have produced to date. 

Mr. Taser. Does that mean that the ones that have come in so 
far are very largely preference applicants? 

Mr. McLeop. Very largely; yes. 

Mr. Taser. Of the 5,000 how many are preference? 

Mr. McLeop. We cannot distinguish, but they are almost totally 
preference. 

Mr. Taper. Ninety percent? 

Mr. McLeop. Yes; at least 90 percent. 

Mr. Rooney. Those are the ones that you want to get here first, 
are they not? 

Mr. McLeop. That is right. 

Mr. Taner. The preference group is pretty well exhausted? 

Mr. McLeop. We have about a third of the total permitted under 
the act—about a fourth, I would say. 

Mr. ALexanper. H:; R. 8193 passed the House, and if it passes the 
Senate we will have considerably more preference people under this 
program. I think you should know, Mr. Chairman, we could issue 
probably 100 more visas a day in Italy right now if the Italian Gov- 
ernment could document the people with birth certificates and police 
records, passports, and so forth, and in Greece there has been some 
drawback because of the inability of the people to get transportation 
and hotel facilities to get to the consulates when they are given 
appointment dates to get their visas. That is being worked out, and 
I think that bottleneck, which is purely local over there and not in 
our hands, will be worked out and soon will be rolling at full speed. 

Mr. McLeop. I would like to say that this is a program in which 
both the President and the Secretary have the keenest interest. 
They feel it can be helpful to us in our foreign relations, particularly 
as indicating a desire to help some of the other governments out of 
the overpopulation trouble they are in and at the same time not damage 
our society in any way, but keep the melting pot fueled up. 

Those of us who have the responsibility for this thing feel we have 
done a very economical job, because we have not created any new 
organization or any empire or hierarchy here; we have endeavored to 
do this job simply by extending the operation of those areas of the 
Government which are already in the field. 

We have no desire to spend the taxpayers’ money recklessly and 
I think the record indicates we have not done so. But we would 
like to feel we have enough money to do the job and take care of the 
work as it develops. If the work does not develop—and it is an im- 
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ponderable which we cannot guarantee at all—we certainly won’t 
a the money and we do not feel there is any sin in saving money 
if we do not do the work we expected to do. 


LANGUAGE PERMITTING ACCELERATED APPORTIONMENT 


Mr. Rooney. What is the purpose of this proposed language— 


Provided further, That the entire amount herein appropriated may, if found 
necessary by the Bureau of the Budget for effective administration of the program, 
be apportioned to use during the first 9 months of the fiscal year? 

Mr. McLeop. The purpose of that is this: Let us say this work 
develops much faster than we anticipate it will; let us say instead of 
getting 50,000 or 75,000 assurances in this fiscal year, we should 
suddenly be deluged with 150,000: we would like to have authority 
to go ahead and handle the work as it develops and if we can complete 
the program before the statutory date of December 31, 1956, we 
would just as soon do so and get out of business and bring the people 
home. That language gives us latitude to step up our operations if 
it seems desirable. 

Once again, we are not planning to be reckless about this. If the 
work slows down, we are not obligated to spend this money and can 
spread it over the entire fiscal year. 

I might point out it gives this committee another opportunity to 
examine the operation of the program and decide whether or not we 
should have additional money before the end of the fiscal year. 

Mr. Gary. But it means that if you do step up the program and 
use this money within the 9-month period, then we will either have 


to appropriate additional money for the other 3 months, or else your 


work will shut down entirely during that time. 

Mr. McLeop: That is correct. 

Mr. Gary. You cannot shut it down, because you have employees 
all over the world, so it would mean, really, that we would have to 
the additional money. 

Mr. McLeop. We would hope you would be willing to do so. And 
by next January we will have had enough experience with this opera- 
tion to know exactly, or at least a lot closer than we do now, just 
what the flow of the work is going to be. 

(Discussion off the record.) 

Mr. McLeop. I would like to say for the record that Bob Alex- 
ander, who is retiring on July 27, is one of the really wonderful career 
servants in the Government service and I feel this very keenly since 
we must go along in this program without his services. I think you 
all know him as well as fm: you have seen him up here and you 
know he is one of the great visa experts in the world. And to him 
goes entirely the credit for setting this thing up properly in accordance 
with law, drawing the regulations, and so forth, and I very freely 
give him the credit. 

I am delighted to say he has also shared with me some of the 
criticism* that has fallen on our heads; but we cannot get enough 
people like Bob Alexander in the Federal service, in my judgment. 

I thank you very much. 

Mr. Taser. Thank you, gentlemen. 
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Mownpay, JuNg 28, 1954. 


Civit DEFeNnsE 


WITNESSES 


RANDY HAMILTON, AMERICAN MUNICIPAL ASSOCIATION 
GEORGE D. RILEY, AMERICAN FEDERATION OF LABOR 

WILLIAM HESKETH, PRESIDENT, NATIONAL ASSOCIATION OF 
STATE DIRECTORS OF CIVIL DEFENSE 


Mr. Wiccteswortn. We have several witnesses on the pending 
request for civil defense tonight. 

I have a letter here from Mr. Miles D. Kennedy, director of the 
American Legion, who is unable to appear this evening, enclosing a 
statement which he would like to have included in the record. 
Without objection, we will include the statement in the record at 
this point. 

Without objection we will also insert letters from Mr. Omar B. 
Ketchum, director, Veterans of Foreign Wars; Dr. George F. Lull, 
secretary and general manager of the American Medical Associa- 
tion; and Miss Marjorie Webster, national chairman, National 
Security, National Federation of Business and Professional Women’s 
Clubs, Ine. 

(The matters above referred to are as follows:) 


THe AMERICAN LEGION, 
Washington, D. C., June 28, 1954. 


Hon. Joun TArer, 
Chairman, House Appropriations Committee, 
Washington 25, D. C. 

Dear ConGRESSMAN Taser: Referring to hearings to be held this evening by 
the Senate Appropriations Committee in connection with proposed budget for 
civil defense for the fiscal year 1955, I hand you herewith 20 copies of statement of 
Mr. Niel R. Allen, chairman of the Civil Defense Committee of the American 

on. 

e are not asking for time to be heard during the course of the hearings. How- 
ever, I would appreciate it if you would be good enough to give consideration to 
oo enclosed statement, and also have same incorporated in the record of the 

earings. 

Thanking you for your courtesy, and with kind regards, I am. 

Sincerely yours, 


Mites D. Kennepy, 
Director. 


STATEMENT OF NIEL R, ALLEN, CHAIRMAN, CiVIL DEFENSE COMMITTEE, 
THE AMERICAN LEGION 


Mr. Chairman and gentlemen of the subcommittee, you have been most kind in 
granting this opportunity to briefly review the interest of the American Legion 
in civil defense, and why, in support of our national convention policy, we recom- 
mend the appropriation of sufficient funds to aid in planning and perfecting an 
adequate system of defense for the civilian populace. 

It has been very well established by our military and civil defense officials 
that the Soviet Union has the weapons and the means for their delivery which 
could bring untold destruction, in lives and property to these United States. 
We need look no further than the records of American strategic bombing during 
World War II to ascertain that a 100 percent air defense is difficult, if not impossi- 
ble to achieve. With our present defense system we could scarcely hope for a 
better record of air defense than was realized by the British during the early part 
of World War II, or the Germans during the latter part of this same war. Assum- 
ing that our defense system is so vastly perfected that only 10 percent of any 
attacking force could get through to their targets, our problems are still unprece- 
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dented, principally because the power of atomic and thermonuclear weapons has 
iven the single bomber of today the striking power of hundreds of its World 
jar Il ancestors. 

During World War II, 1,000 plane bombing attacks became almost common- 
place. Superimpose this fact upon those presented above and simple arithmetic 
indicates that if only 10 percent of the attacking force gets through, 100 bombers 
ean hit 100 American cities of which the principal 67 have a population of 67 
million people. 

American thinking is almost exclusively directed toward a totally fallacious 
concept: That attack must come from the air. This obviously isnot so. Russia’s 
principal superiority today lies not in her airpower, but in her underwater fleet, 
conservatively estimated to exceed 300 submarines. The means of attacking 
our inland coastal cities from submarines is the guided missile of World War II 
armed with atomic warheads. There exist other ways in which death and destruc- 
tion can be inflicted upon our Nation and its citizens. Further study of our 
vulnerability to attack serves only to magnify the continuing need for civil- 
defense education and preparedness. 

By nature we Americans are not a warlike people. The Russians realize that 
the decision to start war lies with them, that it is they who must initiate the attack. 
Our best defense therefore, is not initial offense, but rather a reliance upon our 
continued ability to retaliate against any enemy and to inflict greater damage 
to his bases of supply and operation, his great cities, and industrial complexes, 
than he can reasonably hope to inflict on us by surprise attack. 

The American Legion recognizes that the Armed Forces have the sole responsi- 
bility for retaliation, and as such should be given the necessary support to accom- 
plish this mission. Concurrently, the Armed Forces have a deterrent capability 
which is shared by civil defense. Likewise, civil defense has a second respon- 
sibility; that of minimizing the effects of enemy attack if our efforts toward a 
peaceful solution to the world’s problems fail. 

Funds must be provided for an intensive educational program among our 

ple, for it is apparent that while the devastating effects, even by conventional 
mbing standards, are well known to the members of this committee and other 
responsible officials, the average citizen has not been sufficiently impressed with 
the relationship the vulnerability to enemy attack bears to his family, home and 
community. he Federal Civil Defense Administration must correct this by 
roviding up-to-date information to the people as to the possibility of attack, 
ae capabilities, and the status of our own air and civil defense organizations. 
But, this is only one facet of the educational program. The individual and the 
family unit must be instructed, not panicked, into learning and putting into prac- 
tice the elementary safeguards for self-preservation under enemy attack. This 
can be done only by a tremendous expansion of the existing program which would 
provide simple instructions in self-protection to all of our citizens. Dissemination 
of such knowledge could be arranged through the school system, civil authorities, 
fraternal groups and veterans’ organizations, such as the American Legion. 

The recruitment and training of civil-defense workers, and the preparation of 
technical training aids for these groups should likewise be expanded and their 
direction continued through the regularly constituted civil-defense agencies at 
the National, State, county, and city levels. 

It is interesting to note that, although the American Legion since 1947 con- 
sistently advocated the enactment of a Federal civil-defense law and the appoint- 
ment of an administrator, all of which has come to pass, and in addition has sup- 
ported civil defense at all levels, it was not until September 1953, that the Ameri- 
can Legion and other civic-minded groups were given permission to organize 
units in civil defense from among their own members and to bear the identity of 
their respective organizations. The results of this moderate change have been 
gratifying. The American Legion has prepared and paid for the distribution of its 
own manual for the organization of rescue teams. e believe an expansion of this 
plan to encourage organizations to assist in the job of civil defense will accelerate 
our progress toward a 100 percent effective civil defense at all levels. 

Additional funds must be provided for the early warning system so as to give 
the civil-defense organizations and the general public as much time as possible 
to prepare for an enemy attack. Likewise, understanding help must be given to 
the need for stockpiling of necessary medical supplies and engineering services. 
Additional matching funds, which will encourage organizations and communities 
to purchase rescue trucks or trailers, using their own funds in part, must be 
approved if forward progress is to continue. In this regard many American 
Legion posts already have, or soon will purchase rescue equipment without the 
assistance of matching funds, 
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Civil defense, which we prayerfully hope will deter war, is everybody’s job, 
but the burden of decision lies initially with your committee, which, in its con- 
sidered judgment will determine how much this job will cost this year. Civil 
defense is one of the principal programs of the American Legion, for we realize its 
importance to the lives of our citizens and the future of this great Nation. 


VETERANS OF ForEIGN Wars, 
OF THE UNITED States, 
Washington, D. C., June 15, 1954. 
Hon. TABER, 
Chairman, Subcommittee on Foreign Aid, 
Committee on Appropriations, 
House of Representatives, 
Washington, D. C. 

Dear Mr. Taper: The Veterans of Foreign Wars is concerned about appro- 
priations for the Federal Civil Defense Administration which, I understand, are 
currently under consideration by your subcommittee. 

Of course, we do not have complete information as to the atomic capabilities 
of Soviet Russia and the adequacy of our defenses against atomic attack. Conse- 
auently, we are not qualified to effectively evaluate the extent to which present 
conditions require the development of a civil-defense program. I merely wish 
to point out our concern with the problem and suggest that the dangers con- 
fronting us require the appropriation of funds adequate to keep injury to our 
people from atomic attack at an absolute minimum. 

Respectfully yours, 
Omar B. Kercuum, Director. 


AMERICAN MEDICAL ASSOCIATION, 
Chicago, Ill., May 4, 1954. 


Hon. Joun 
Chairman, House Committee on Appropriations, 


House of Representatives, Washington, D. C. 


Dear Sir: It is my understanding that your committee is currently considering 
the appropriations bill for the Federal Civil Defense Administration for the fiscal 
ear 1955. I should like to request that this statement, on behalf of the American 
Medical Association, be given serious consideration and that it be inserted in the 
record of the hearings. 

The interest of the association in this measure is confined to the amounts 
requested to finance the medical activities and responsibilities of the Federal 
Civil Defense Administration. It is not only our belief, but a demonstrated fact, 
that inadequate appropriations for medical civil-defense supplies and activities 
discourage participation by State and local governments as well as by individual 
physicians. 

The medical profession has, for the past several years, been keenly aware of the 
necessity for intelligent medics! civil-defense planning because of the continuing 
threet of enemy attacks and because of the repeated occurrences of natural dis- 
asters. We have attempted to educate our membership as to its responsibilities 
in this regard and have cooperated with all echelons of the Government in pre- 
paring and implementing plans for medical care in time of national emergency. 

ith the recent developments in connection with atomic and hydrogen weapons, 
the need for increased medical civil defense interest and activities becomes even 
more apparent. 

We feel constrained, therefore, to call to your attention the futility of medical 
civil-defense planning unless the medical profession has available the supplies 
necessary to perform its work. The need for Federal leadership and encourage- 
ment and for the stockpiling of necessary medical supplies and equipment is vital 
if we expect to sustain the interest of the profession and to utilize physicians effec- 
tively in the event of a disaster. 

For the reasons stated above, it is the reeommendation of the American Medical 
Association that the request for funds for the medical activities and responsibilities 
‘of the Federal Civil Defense Administration receive the sympathetic consideration 
of your committee. 

Sincerely, 
GerorceE F, M. D. 
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Tue NATIONAL FEDERATION OF BUSINESS AND 
PROFESSIONAL WoMEN’s Cuuvuss, INc., 
Washington, D. C., May 6, 1954. 
Hon. Jonn Taser, 
Chairman, Appropriations Committee, 
House of. epresentatives, Washington, D. C. 

Dear Mr. Taper: Again I am writing, as national security chairman for the 
National Federation of Business and Professional Women’s Clubs, to urge an 
increased budget for the Federal civil-defense program for the fiscal year 1955, 
beginning July 1, 1954. 

As you have been informed, national security oe a great part on a national 
scale in the program of this largest federation of actively engaged business and 
professional women. ‘There is no business greater than the business of national 
security in our Nation. We are aware of the tremendous need for a wider and 
broader civil-defense program. 

As chairman, I speak for the members of this federation for an increased budget 
to carry an enlarged program to meet the needs of these critical times. 

Sincerely yours, 

MarsorigE FRASER WEBSTER, 

National Chairman, National Security. 


Mr. Wiceiesworth. Mr. Randy Hamilton, of the American 
Municipal Association, has a statement for the committee. 

Mr. Hamitton. I am Randy Hamilton, field director of the 
American Municipal Association, which is the national association 
representing 12,000 cities in 44 States. 

have no prepared statement. I do have a report of our associa- 
tion which I would like to make available by inserting it in the record, 
with your permission. 

Mr. WicGLeswortH. You want to insert that at this point in the 
record and then summarize it? 

Mr. Hamitton. Yes. 


Mr. WiaG.teswortn. Without objection, the statement will be 
inserted at this point in the record. — 
(The statement above referred to is as follows:) 


Tue Civin Derense FuNctTION, BY GEORGE DemING, Director or TECHNICAL 
ASSISTANCE, AMERICAN MUNICIPAL ASSOCIATION 


The following appraisal of the civil-defense function is designed for the use of 
member organizations and cities of the American Municipal Association. 

During the past 5 years, the association has adopted a number of policy state- 
ments and resolutions setting forth our stand on the administration of civil 
defense at the Federal, State, and local levels. In the meantime, substantial 
changes and progress have been achieved in the forging of more powerful weapons 
of war. While not all of these are of the same potency as the H-bomb and varia- 
tions thereof, the success of weapons research has posed questions of greater 
gravity in terms of the defense of civilian communities and discharge of the 
responsibilities for protection of communities and their citizens. 

I. THE PRESENT ALLOCATION OF RESPONSIBILITIES AND INTERGOVERNMENTAL 
COMMUNICATION 


Both the Department of Defense and the Federal Civil Defense Agency are 
firm in their statements that the present legislation vesting responsibility in the 
State and local governments with guidance, planning, and assistance on a 
matching basis from the Federal Government is the proper and sound way for 
the program to be worked out. The Department of Defense defends the present 
allocation from an organizational point of view as well as from tactical considera- 
tions, saying that only this type of organization can assure a defense in depth 
integrated with the existing services. FCDA agrees with this premise. 

The present channel of communications runs generally from the local govern- 
ment to the State to the region, and thence to the FCDA in Washington. On 
the other hand, some cities, primarily Milwaukee, appear to have had signal 
success with direct city-Federal relations on an informal basis. 
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Only recently, the CD director of Philadelphia called a conference of New 
Jersey, Pennsylvania, regional and local officials. From this conference came 
agreements on procedures to be followed in an emergency in either State. It is 
reported that Philadelphia now has a ‘‘ready avenue of approach to the resources, 
both in personnel and equipment, of the two States.’”’ Philadelphia seems to 
have developed a blueprint for action which brooks the problem of multiple- 
State involvement, and yet still preserves the concept of the “‘sector-approach”’ 
to civil defense operation. 

AMA’s policy statements in this area have sought to maintain the normal chan- 
nels of authority between State and local governments; at the same time, our state- 
ments have recognized the utility of direct relationships when a State organization 
had demonstrated a hesitancy or unwillingness to act. 


II. STATE RESPONSIBILITIES 


In addition to financial responsibility, the States have a general responsibility 
for determining program balance within a particular State as well as the responsi- 
bility of determining the elements of the matching program to which the State 
will subscribe within the range of the State’s available funds. The State’s fiscal 
ability for CD purposes includes the funds which may be allocated to matching 
purposes by the cities and towns within the State. In making decisions with 
respect to program balance, the State civil defense director is guided by the advice 
of the Federal Administrator and the regional office. 

The FCDA urges ‘‘consistence in development within and among program areas 
and among the political subdivisions of the State.”’ It nas been suggested that 
perhaps too much attention has been paid to date to the so-called target areas 
with a resultant failure to accomplish defense in depth in the adjacent, but some- 
times distant, rural hinterland. It may well be that FCDA and State directors 
must emphasize further the concurrent necessity of support of the civil defense 
function in smaller communities and rural areas as well as in the target cities. 

In fact, this concurrent emphasis is already beginning. Recent weeks have 
seen a new emphasis on rural civil defense and the planning of rural evacuation 


areas. 

Some of the FCDA people have expressed the opinion that emphasizing of the 
target areas has resulted in a hostile attitude on the part of rural-minded legis- 
lators. This may account in part for the decrease of State appropriations in 
1953. The greater emphasis to civil defense functions in the rural support areas 
may be the means by which the rural legislator can be brought to a more sym- 
pathetic position and it is probably the only means of assuring defense in depth 
necessary to making civil defense of the target areas really meaningful. 

In the light of current circumstances it might be well for the American Municipal 
Association to indicate in its policy statements a recognition of the need for civil 
defense measures which acknowledge rural as well as target city requirements. 


Ill. LOCATION OF CIVIL DEFENSE ON THE FEDERAL LEVEL 


The discussion of where the civil defense function should be located in the 
executive branch of the Federal Government has touched upon several alterna- 
tives. There is before the Congress one bill which would transfer the FCDA to 
the National Guard Bureau of the Department of the Army; since the H-bomb 
trials, there have been nine resolutions introduced in the House of Representatives 
which would give FCDA Cabinet status. AMA has generally supported the 
placement of civil defense within the Department of Defense—but on a coequal 
status with the Army, the Navy, and the Air Force. 

One well-qualified student of civil defense observes that coordination between 
the military services, the civil-defense function, and other Federal agencies can 
be worked out wherever the function is located. The same observer comments 
that the Department of Defense would have more power to compel performance 
than the FCDA. On the other hand, a significant distinction may be drawn 
between a compelled participation on the one hand as contrasted with a long-run, 
popularly supported, participation on the other hand. 

FCDA people raise the question of whether a civil-defense function within the 
Department of Defense could participate as effectively in the executive’s councils 
as it does at the present time, located in a separate agency. This argument is 
minimized somewhat by the observation that the President could secure the counsel 
of the Civil-Defense Administrator, if he desired it, wherever the function was 
located, but as a practical matter, an agency reporting directly is in a better 
position. 
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Perhaps more so than at any time since the civil defense function has been 
formalized at the Federal level, the FCDA Administrator is now party to the 
President’s councils on national-security problems. He does not have a formal 
membership status in the National Security Council but he is most obviously a 
part of the picture. 

Whether this situation would obtain with a successor to Governor Peterson is a 
point one might question but to date the President has shown every sign of seeking 
the counsel of his Civil Defense Administrator. 

However, the probable status of a successor to Governor Peterson does give 
some validity to the proposals now advanced that civil defense be given Cabinet- 
agency status. It must be observed, however, that Cabinet status does not of 
itself guarantee free and open participation in national security matters. The 
Cabinet is peculiarly the staff of the President, and it is he who determines the 
extent of Cabinet participation. 

Nor is the argument that Cabinet status for civil defense would assure more 
adequate funds wholly convincing. It would seem more logical to assume that a 
better appreciation by Congress—and the public—of the importance of civil 
defense would be a better determinant of adequate financial support than the 
mere arbitrary elevation of the function to Cabinet status. 

The American Municipal Association’s policy statements have generally sup- 
ported the location of civil defense with the Defense Department. It is suggested 
that this consideration may not be crucial at this time; at least, it is less erucial 
than the consideration of adequate financial resources, 


IV. FINANCIAL SUPPORT 


The financial support of civil defense on the part of the Federal Government has 
consistently been below the budgetary proposals of the agency and the Executive. 
This is due in part to the “bad name” which Civil Defense received among Con- 
gressman as a result of the administration of the function under the previous 
administration, pointed up particularly by the ill-advised and ill-fated recom- 
mendations concerning air-raid shelters. ittle by little, the bad name is being 
overcome through the substantially better efforts of the present administration. 

Support on the State level has not been consistent. This condition has been 
cause ' in part by the variation in Federal matching funds and in part by varying 
alloca ions of contingency funds from year to year. The funds for State admin- 
istration have tended to run in the neighborhood of $9 to $10 million per year, 
exclusive of matching funds. 

It is extremely difficult to secure a clear picture of local funds allocated to civil 
defense, and even more difficult to secure a breakdown of how local funds have 
been spent. At the present time, the Federal Civil Defense Agency is attempting 
to secure a clarification through the several regional offices for the fiscal years, 
1953 and 1954. The agency is also securing on a direct city basis figures for over 
200 cities for the fiscal year 1954. 

The FCDA is of the opinion, however, that cities have done a better job, com- 
sams speaking, than the States in support of the civil-defense function. 

‘or example, it appears now from the estimates available that the State effort in 
1954 including matching fund programs will be dropped approximately $14 
million. On the other hand, it appears that local effort will be increased approxi- 
mately $8 million. It is our hope that FCDA and AMA studies now in progress 
will show that cities have consistently improved their civil-defense effort. 

The American Municipal Association’s policy statements have consistently 
supported a more adequate financial support by the Congress. On the other 
hand, we should perhaps have a stronger association stand on the provision of 
funds by the States. It may be, of course, that State leagues have adequate 
civil-defense resolutions, but AM-A could appropriately back up the State leagues 
with a national statement calling for adequate State legislative support. 


Vv. IMPACT OF RECENT DEVELOPMENTS 


Recent developments, including the Ivy release on tbe first H-bomb explosion 
and the reports of tests now going on in the Pacific seem to indicate certain phases 
of the program which must be further emphasized. 

The need for further empbasis upon particular points is inaicated by the 
reaction of city and State officials to the recent tests and news releases. With 
the exception of mino retreats to opinions of helplessness, officials generally have 
mirrored the attitude that the problems now confronting cities andl States are of 
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greater magnitude but have not changed in basic type. Many cities have indi- 
cated a need for revaluation of their programs. Serious consideration is being 
given in many cities of varying sizes to plans for evacuation. It is interesting 
to observe here that contrary to some news stories, city officials do not seem to 
believe evacuation an impossible plan; it is true, that a number of cities are 
attempting to set limits in terms of types of persons to be evacuated. There is 
a general belief that evacuation plans must actually be tested and a number 
of such tests are being run. Most city officials are agreed that they are not 
adequately prepared but most indicate a willingness and earnest desire to be 
adequately prepared. 

The following points of emphasis are noted: 

(1) Training of civilians.—The association and its member organizations and 
cities need to further in every way possible efforts by Federal, State, and local 
civil-defense agencies to bring ordinary householders to a state of well-disciplined 
self-preparedness through development of competence in first aid, movement 
discipline, and the like. This premise may sound unduly bold in its enuncia ion, 
but substantially more needs to be done than has been accomplished yet to pre- 
pare the average citizen for bis participation in a disaster. At the same time, 
the allocation of operational funds for cadre training of municipal employees 
should be encouraged. Some cities, such as Richmond, Calif., are already doing 
this. 

(2) Stockpiling—Certainly the impact of recent developments would indicate 
that we ought to support the stockpiling program, including the stockpiling of 
engineering supplies and equipment locally. 

(3) Evacuation plans.— While there is general agreement that evacuation plans 
must be worked out in terms of local conditions, we should encourage greater 
technical assistance facilities than now seem to be available. Whether one be- 
lieves wholly in evacuation is beside the point, it is most assuredly one of the de- 
vices which will be used in the defense of urban areas. War experience through 
the ages indicates that this will be the case. 

(4) ig pee highways.—The defense highways provision was cut out of the 
Federal Highway Act recently passed. The cuestion of defense highways is a 
crucial one. If not considered appropriate within the framework of the Federal 
aid program, it should be considered under the civil defense program. 


VI. THE FEDERAL CIVIL DEFENSE ADMINISTRATION 


Administrator Peterson is making real attempts to tighten up his organization. 
FCDA assistant administrators have expressed the opinion that more and more 
work ought to be done in the field with State and local civil defense people. If 
this thinking prevails, we can expect more decentralization toward the regions, 
States, and municipalities. 

Meantime, the agency is taking steps to tighten up its reporting system. Within 
the short-run period, FCDA should be in a substantially better position with re- 
spect to information concerning State and local support of the civil defense func- 
tion. When this has been accomplished, FCDA will be in a better position to 
judge the strength and weakness of its various elements. 

Chateery to some previous thinking, the publications program of FCDA partic- 
ularly with respect to bulletins for ordinary citizens and municipal officials should 
be strengthened. We have found that the greatest portion of civil defense 
materials is distributed without direct cost to the recipient. However, many of the 
bulletins run only to editions of thousands and one might well ask if the printings 
should not be considerably heavier in the interests of wider distribution. If the 
proposed budget were to be adopted, educational services would be increased over 
the current year’s allocation. 

The Administration has been slow to implement the Civil Defense Advisory 
Committee authorized by law. The matter has been at the White House for some 
weeks now awaiting Executive action. 


VII. CONGRESSIONAL HEARINGS ON THE BUDGET 


(1) We should support, as a minimum request, the agency’s and the Executive's 
recommendations for fiscal 1955 or an overall budget figure of $85.75 million. 
If we were to suggest increases in particular areas, it could well be in the area of 
educational services and stockpiling categories, even though the agency request 
for both areas is substantially heavier than it has been before. In terms of new 
allocations, the question of defense highways might be interjected. 
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(2) Amendment of current civil defense law. It is our considered opinion that 
AMA should subordinate our position with respect to rephrasing the Civil Defense 
Act. The real problem in our judgment is one of adequate financial support by 
the Congress. 

(3) Testimony of cities. City officials should be encouraged to testify on the 
civil defense appropriations. The testimony of cities should show, among other 
considerations, what their comparative effort has been year by year since the 
inception of the post-World War II civil defense program. Cities ought to show 
an estimate of their needs based on the data which they now have available. It is 
believed that the Congress would be impressed by cities’ statements as to their 
accomplishments within their resources and with the help of the Federal Govern- 
ment. 

Even though a particular city may not be represented personally in Washington 
at the hearings, every city and municipality ought to be encouraged to file a fairly 
complete statement with their congressional delegation. 


(Additional material) 


FEDERAL Funps By STaTE GOVERNMENTS AND BY LocAL GOVERNMENTS, 
Fiscat YEARS 1952 anv 1953 


Of the total Federal contributions to States in the continental United States for 
fiscal years 1952 and 1953, in the amount of approximately $34,790,000 State 
governments matched $13,151,000 or 38 percent; local governments matched 
$21,639,000 or 62 percent. 

In fiscal year 1952, Federal contributions amounted to approximately $20,- 
606,000. Of this amount, local governments matched $10,797,000, 52 percent; 
State governments $9,809,000, 48 percent. 

In fiseal year 1953, Federal contributions totaled about $14,184,000. Local 
governments matched $10,842,000, slightly more than in 1952. However, State 
governments matched only $3,342,000, substantially less than in 1952. Accord- 
ingly, the proportion of funds matched by local governments increased to 76 per- 
cent as against only 24 percent by State governments. 


LOCAL GOVERNMENT FUNDS MADE AVAILABLE FOR CIVIL DEFENSE 


According to reports submitted to the FCDA, cities and towns in the United 
States made available for civil defense during the fiscal year in effect December 31, 
1953, an average of 21 cents per capita. This average figure reflects data re- 
ceived from 134 eities and towns including 91 regarded as among the most probable 
targets for attack and 43 considered to be outside such areas and whose primary 
civil defense function would be that of support. 

As might be expected, the amount of funds provided on a per capita basis 
varied with the criticality of the area, the cities more apt to be attacked making 
available the larger funds. Cities in critical target areas provided, on the average, 
22 cents per capita, cities in target areas 16 cents per capita, and support area 
cities 13 cents per capita. 


Per capita civil defense funds provided by cities 


Adminis 
nis- |plus admin- 
Matching | trativeand| istrative 


operating | and oper- 


64 .10 .12 .22 
Target area 27 .07 .09 .16 


These data are based on a survey made by the FCDA to measure in some 
degree the relative emphasis being placed upon civil defense between communities 
of various sizes in critical target areas, target areas, and support areas. As 
indicated above, there appears to be some correlation between criticality of area 
and funds provided per capita. However, study of the information submitted 
does not indicate correlation between such funds and size of population. In 
critical target area cities, average funds per capita provided by cities between 
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25,000 and 100,000 population are substantially the same as funds provided by 
cities of over 100,000 population. Target area cities with populations over 
100,000 provided more funds per capita than cities in the 25,000 to 100,000 
population group. In support areas cities with less than 25,000 population 
furnished more funds than cities with over 25,000 population. 

Mr. Hamiiron. We appear in support of President Eisenhower’s 
recommendation for an appropriation for the Federal civil defense 
function of approximately $85 million. We support this request 
knowing these are times for economy; nevertheless we think it is 
woefully inadequate. 

We base that conclusion on this fact. Last year there was appro- 
priated on the part of local governments nearly $3 million more for 
matching funds than Uncle Sam made available to them. Ever since 
the creation of the Federal civil defense program, the Federal Govern- 
ment has said ‘“‘We want the local government to do its share.” The 
fact of the matter is—and this report which I have inserted in the 
record bears it out—that the local government has appropriated more 
for civil defense than has the Federal Government. We are not here 
to ask the Federal Government to spend more money than the local 
governments; we are asking that at least you match the funds which 
the local government is making available. Failure to do so can 
only mean that the effort of the local government will simply die. 

It is hard enough, as you gentlemen know, to keep up civil defense. 
Within the past 2 weeks, we have had an exercise which indicates we 
will have 9 million deaths and 20 million casualties in the event of 
enemy attack and we respectfully submit that the Federal Govern- 
ment should at least match the local effort. 

I would like to bore you with some statistics. During the past 2 
years, the local governments—and by that I mean the cities and coun- 
ties—have contributed 62 percent of the total matching funds which 
were spent. The State governments contributed 38 percent. The 
Federal civil defense control as now set up provides that the cities go 
through the States. I offer that statistic not to confound you with 
facts and figures, but to clearly indicate that interest on the part of 
the States is lagging in civil defense and continued failure on the part 
of the Federal Government to keep up with its share can only mean 
one thing, that is, that interest on the part of the cities willlag. And 
I repeat again that that is the very minimum which the folks who 
live in our cities have a right to expect from the Federal Government. 

As you now know, 60 percent of the Nation’s population is urban 
in character. My association, representing 3 out of every 4 cities in 
the United States, faces quite a responsibility. Our mayors and local 

verning councils who are equally responsible, are willing to leave 
it up to the State, but we simply must have the funds to carry on the 
partnership with the Federal Government. 

That, in substance, is the several points we wish to make. We 
have in the past presented more lengthy testimony. 

As you know, this Congress has in the past never appropriated what 
the agency and the executive requested. We hope that the first full 
defense budget—and we consider civil defense as part of the defense 
budget—submitted by the greatest general in our nation’s history, 
a man who has commanded more troops than any other single indi- 
vidual in the history of the world and who is peculiarly suited to 
judge the necessity of his request and who has submitted, over his 
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signature, a request for approximately $85 million—and I respectfully 

suggest it would be a bold man indeed who would second guess such a 

judgment—is approved and we respectfully support President Eisen- 
ower’s request for approximately that amount. 

Mr. WiacieswortnH. Are there any questions? 

Mr. Rooney. Mr. Chairman, I think Mr. Hamilton is entitled to 
some sort of commendation for boldly supporting the President on this 
request. 

{r. WiccLeswortn. If there are no further questions, thank you, 
Mr. Hamilton. 

Mr. Hamivron. Thank you, Mr. Chairman, and gentlemen of the 
committee. 

Mr. WiacLeswortu. The next witness is Mr. George D. Riley, of 
the American Federation of Labor. 

Mr. Ritey. My name is George D. Riley; I am a member of the 
national legislative committee of the American Federation of Labor. 

Mr. WiaGueswortH. Do you have a prepared statement? 

Mr. Rixey. I have a statement Aud g I have an abstract of the 
statement. What is the pleasure of the committee? 

Mr. WicGLeswortH. You may proceed in your own way. 

Mr. Ritey. This is not the first time that I have appeared before 
this committee in behalf of the Federal civil defense program. This 
year I feel that labor must raise its voice anew to make itself heard 
over the thunderous explosions of the newly developed H-bombs in 
the Pacific. My reason for urging labor to speak up in behalf of 
civil defense is not entirely unselfish. Of all the organized groups in 
America, it is labor which has the largest numerical stake in a success- 
ful and adequate civil defense program, for reasons which should be 
obvious to the most casual student of modern warfare. 

What are the targets for today in this air-atomic age? Last year the 
Federal Civil Defense Administration published an official list of 
critical target areas in this country. The names of the principal 
cities on that list might well have been taken from a rollcall of the 
strongholds of American labor. Read their names for yourself: 
Akron, Albany, Allentown, Atlanta, Binghamton, Boston, Bridgeport, 
and many more major cities and industrial areas—these are targets 
that strike home to the hearts of labor in the most literal sense of the 
word. Our labor membership lives in these places and others like 
them. Our labor membership works in these places. In large part 
labor makes up the populations of these places. 

You have a hae or read about the statement by Admiral Strauss 
regarding the destructive power of the new thermonuclear weapons. 
He declared, as you will recall, that one modern H-bomb is capable 
of putting a city out of commission—any city—no matter how large. 
Now what is it that turns a city into a target area? For your infor- 
mation, I quote from the foreword of the critical target publication 
I have mentioned, as follows: 

All standard metropolitan areas are designated as target areas for civil defense 
purposes. Those standard metropolitan areas containing high concentrations 
of industry as well as population, that is, 40,000 or more manufacturing employees, 
are designated critical target areas for civil defense purposes. 

Most of these critica! target areas contain what is known as vulner- 
able urban districts. The boundary of an industrial vulnerable urban 
district is formed by connecting the centers of overlapping circles— 
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4 miles in diameter—in each of which there is a minimum of 16,000 
industrial workers. The ultimate product is a line upon which, at 
any point, there may be placed the center of a 4-mile diameter circle 
which will contains a minimum of 16,000 industrial workers. I have 
with me maps of four industrial areas to illustrate this point, namely, 
Baltimore, Md.; Chattanooga, Tenn.; St. Paul and Minneapolis, 
Minn., and Peoria, Ill. The New York and northeastern New Jersey 
critical target area contains 1,755,600 manufacturing employees alone, 
or 14 percent of the entire population. 

I might say these maps were prepared under the type of expansion 
which Admiral Strauss gave, as you recall, in his statement soon after 
the new super-H-bomb was announced, and such limited information 
as he gave is now applied to these four maps, showing the radius and 
diamater of the damage. 

Here is St. Paul, for example, showing what would happen. This 
[indicating] is total devastation in the super-H-bomb area. I think 
that is something like 4 miles across. And I know you know what he 
said would happen to New York City and what would happen to 
Washington, D.C. I believe that it would reach from Fort Myer and 
beyond the Capitol out to Chevy Chase, and so forth. 

his map shows a highly industrialized region. This is the extent 
of the primary damage from the result of a supernuclear bomb, which 
is the latest development, as I know many of you on this committee 
know a great deal better than I do. 

Manufacturing employees in Chicago make up 18 percent of the 
population; in Detroit, 22 percent; in Philadelphia, 17 percent; in 
Los Angeles, 15 percent; in Pittsburgh, 16 percent; in Cleveland, 22 
percent; in Dayton, 21 percent; and in the Allentown-Bethlehem-east- 
ern area, 22 percent. These figures cover manufacturing employees 
only. They do not include their wives, their children, or other 
members of their families—an additional and much larger portion of 
the local population in each case. 

As you can see, it is not without reason that American labor has 
long taken the keenest interest in the development of an adequate 
civil-defense program. The H-bomb has sharpened that interest, 
and added a new element of grave concern. I think you will agree 
that our concern is justified. No one pretends today that our civil 
defense in being is adequate, or anywhere near adequate, to cope with 
the new dangers we now face as a people and a Nation. 

I might say parenthetically there we feel very strongly that national 
defense as provided for in the Constitution is a Federal obligation. 
The Constitution does not say whether that defense shall be civilian 
or military; it says, “National defense’ and today all defense is 
national defense. 

I can speak with authority on the adequacy of the civil defense 
because the Labor Advisory Committee of the Federal Civil Defense 
Administration has been active in its support for over 3 years, now. 
Our Advisory Committee is composed of 5 members of the American 
Federation of Labor, 5 members from the Congress of Industrial Or- 
ganizations, and 2 members from the railroad group. These repre- 
sentatives of 16 million members of organized labor have regularly 
taken part in civil-defense planning on the national, State, and local 
level. They know what the Federal Civil Defense Administration 
has got to work with by way of money and manpower—and they 
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know what the agency hasn’t got, which may be more important at 
this time. 

Let there be no question about labor’s feelings and actions in behalf 
of the ideas and the principles of civil defense. Labor is for the 
national civil defense program, all the way. A resolution drafted by 
the American Federation of Labor, for example, has been or will be 
presented at all State federation of labor conventions. I[t not only 
endorses labor participation at all levels of civil defense, but sets up 
the machinery at the State level for meetings of labor and civil-defense 
officials. The avowed purpose of these meetings is to determine the 
best methods of using and coordinating labor manpower and know- 
how in the civil-defense picture. 

Our members have been told that any enemy attack will be made 

rimarily against our industrial strength, and against our people. 

he American Federation of Labor accepts its full measure of civil- 
defense responsibility in view of that threat. We realize that our 
members and their families are in greater personal danger than other 
segments of the population through the very fact that their homes 
lie closest to our industrial targets. That one fact alone is enough, 
and more than enough, to enlist our support for civil defense. 

But there is another factor having to do with the survival of the 
Nation’s fighting strength which I must call to your attention today 
because I have not seen it discussed elsewhere. If you gentlemen will 
recall for a moment the early days of World War II, you will remember 
that it was possible to expand plane production very rapidly, for 
example, when expansion was desperately needed. It was possible 
to do that because a vast reservoir of craft skills was available in 


time of emergency. From this reservoir there came the section leaders 
and the foremen and the old experienced craftsmen who knew how 
to pass on their production skill to one numbers of new people 


who had never before seen the inside of a defense plant. 

Now, let us contemplate for a moment the probable results of a 
surprise attack today on our great manufacturing centers, using 
atomic weapons. The destruction of factories and the damage to 
machines and other equipment would be tremendous, of course. But 
factories can be rebuilt fairly quickly under pressure of a great 
national need. 

Damaged machines can be repaired with surprising speed, as 
German workmen constantly demonstrated through years of inten- 
sive bombardment. 

It takes much longer to train a skilled workman, gentlemen. In 
some cases, it takes years of exacting experience to turn out the kind 
of men this country needs to operate high-speed production machinery. 
A skilled workman cannot be replaced or repaired with speed and dis- 
patch. If those men are lost, at a time when the country needs them 
most, we are not going to be able to fill their places in a matter of a 
few days, or a few months—and our defense production will suffer 
accordingly. Our labor members realize that this is the era of the 
calculated risk. There can be no assurance of complete safety for 
any individual, or any family, or any plant community anywhere. 
We recognize that risk, and we accept it, as all other Americans are 
ready to do in time of national peril. 

However, we cannot recognize or escagtt the likelihood of anythin 
less than the best possible civil defense of our target cities. We nee 
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and must have such protective measures as are possible in what Presi- 

dent Eisenhower has called this age of peril. Anything that will 
increase the percentage of survivors is, of course, a matter of grave 
personal concern to ourmembers. But more than that, our homefront 
security is of equal and perhaps greater concern to responsible labor 
leaders who would share a considerable part of the defense-production 
problem if war came. 

In time of disaster we cannot conjure up skilled craftsmen out of 
needless casualty lists. We must have safeguards for our trained 
manpower—or at least, such safeguards as money will buy. 

We must have adequate stocks of medical supplies, and of rescue 
and relief equipment with which to save whom we can from the ruins. 
We must have more individual and plant and home training, and in- 
formation on survival methods. We must have some feeling of assur- 
ance that the Federal Civil Defense Administration itself is amply 
staffed and financed for the planning and guidance of our State and 
local civil-defense organizations. 

None of those needs has been fully met by congressional appropria- 
tion as yet. We cannot feel that they are being met in the present 
budget, although the amount requested is an improvement over pre- 
vious allotments of Federal funds for civil-defense purposes. There 
is no way to meet those needs except through the actions of this 
committee. There are those who might envy your power over the 
public purse strings, but in this instance I don’t think anyone would 
envy you the burden of the responsibility you bear. Yet there have 
been sins of omission as well as of commission in past budgets. 

I note, for example, that the amount asked for civil-defense educa- 
tion services is approximately twice the sum that was made available 
for this purpose in fiscal 1954. But I cannot help but remind the 
members of this committee that the sum heretofore made available 
for the information and instruction of 160 million American citizens 
in preparedness against atomic attack has thus far amounted to little 
more than the cost of a 3-cent postage stamp for each man, woman, 
and child in these United States. 

I doubt that even the Chinese Communists set a lower price on 
human lives than this, and I am sure that even today’s request is not 
an adequate figure for what should be the greatest mass information 
and mass education job in the history of the Nation. On the contrary, 
I would remind this committee that the 80th Congress very wisely 
wrote into Public Law 920 the requirement that the Federal Civil 
Defense Administration should carry on a program of public informa- 
tion by every available means. As the only Government agency thus 
empowered le law to carry on a campaign of public information, I 
am sure that the Federal Civil Defense Administration has done its 
best to live up to that requirement, but 3 cents per person is still 
only 3 cents. You can’t even buy a package of candy lifesavers for 
that kind of money today. 

I note also that the medical supplies and equipment ordered for 
stockpiling to date are only sufficient to provide austerity medical 
care for 2 million casualties, and even that only for the first 3 post- 
attack weeks. The 1955 estimate would increase this capability to 
3% million casualties only. That’s not enough. No labor leader would 
put the medical care of his members ahead of the needs of the rest of 
the population, of course, but I must remind the members of this 
46868—54—pt. 2——75 
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committee that there are 16 million Americans in organized labor 
alone—almost all of them in critical target areas. And the atom can’t 
discriminate. It can’t tell a Congressman from a carpenter, or a public 
official from a plasterer. 

At the moment it is plain that this budget request is not big enough 
to meet civil defense needs, either before or after an emergency.¥ Nor, 
I believe, is the present Federal Civil Defense Administration ade- 
gue staffed and financed to handle the job that must be done with 
the States and cities. When I appeared before this committee last 
year I observed that this important agency consisted of only 800 
employees. I now discover that less than 600 persons are engaged 
by the FCDA in the grave task of preparing this Nation against 
atomic and other forms of attack. There is only so much that willing 
hands can do in the absence of adequate money and manpower. 
Labor can and will work with other Americans to supply the man- 
power on a volunteer basis. It is doing so now. But the money musi 
come from you. 

In closing, may I repeat that labor generally is supporting civil 
defense not only through our organizations but as individuals. We do 
not believe that we can afford to wait until after a war starts to 
organize and plan for civil defense. We are giving our skill and our 
knowledge and our time to help make America strong now, both at 
home and abroad. 

We expect you, who are our elected representatives, to supply this 
national leadership and the financial support which is necessary to 
adequate civil-defense guidance and support from the Federal level. 
There is no other way for the Civil Defense Administration to dis- 
charge the responsibilities which the Congress has imposed upon it. 

I want to thank you for your indulgence. 

Mr. Wiceieswortu. Thank you, Mr. Riley. Are there any ques- 
tions? 

Mr. Gary. I have no questions, but I think Mr. Riley made a very 
able presentation. 

Mr. Rivey. That is very kind of you. 

Mr. WiacLeswortn. It was a very clear statement. 

Mr. Rivey. Thank you. 

Mr. Gary. It was a very clear and comprehensive statement. 

Mr. Rirey. It is from the heart, because we really believe in this 
thing. We would not take your time and ours if we did not. 

Mr. Rooney. I should also like to commend Mr. Riley for his 
highly informative and convincing statement in behalf of the pending 
appropriation request. 

r. Ritey. I deeply appreciate that. 

Mr. PassmMan. I want to compliment the gentleman for his very 
factual statement and the information he has given the committee. 

Mr. Ritey. Thank you very much, gentlemen. 

Mr. AnpersEN. In view of this hydrogen-bomb threat which is 
far more vast than the atomic bomb, when we had the civil defense 
people before us, I suggested that we must pay more attention to 
what would happen to the population attempting to leave this area 
in case of attack. I suggested it might be well to establish food 
centers through the Commodity Credit Corporation, at about 40 
miles from the big industrial areas, to which these people might have 
access in case of a calamity. If you were to take 2 million people out 
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of the New York area in a hurry without a doubt you would not be 
faced so much with the problem of shelter as with what to feed them 
when they get out 20 or 30 miles. 

Mr. Riney. And sanitation as well. We are the fellows who are 
going to have to provide the gas and whatever it takes to cook with, 
and the sanitation, oil, water, and so forth. Mr. Price, for example, 
over there, is from the International Association of Fire Fighters, 
and those fellows are really going to have to clean up in a big way. 

Mr. ANDERSEN. I suggested that the Commodity Credit Corpora- 
tion could well join in with the civil defense authorities in an effort 
to establish reserves of food at points throughout the Nation. And 
that will serve more than one purpose. First, it will provide adequate 
storage; second, it will be available in time of need. And I do think 
that more attention should be paid to things along that line. 

Mr. Riney. I do feel that the first attack will give us such a workout, 
if we are able to work out from under it, that we will have learned our 
lesson; but, of course, that is too late, because one attack may take 
years to overcome. 

Mr. Fenton. I think you have made a very fine statement. 

Mr. Riney. Thank you a great deal. 

Mr. Fenton. I am just wondering—you heard the previous witness 
mention about the States falling down on the job. 

Mr. Riuey. Yes. 

Mr. Fenton. I believe that is a true statement, and I am concerned 
about that. I think the States should take more heed of tl_eir duties 
and their responsibilities. 

Do you have any suggestions about trying to cope with the various 
States that are backward in taking care of their responsibilities? 

Mr. Rivey. I rember there was a meeting here some months ago—I 
do not think it was a year ago—and there were mayors here, I think, 
and perhaps a few governors. I do not know whether the governors 
were here, but I know it was some conference of mayors and I think 
the Administrator of Civil Defense was the one who addressed them 
at that time, and I think at that time the position was taken that the 
States and the cities should wake up to their end of the responsibility. 
I can speak only for the folks we represent and the remark I had 
written in my statement, that not only are we working on a volunteer 
basis, but we are activating this interest State by State through the 
respective conventions of our State federations of labor which meet 
annually, and then we carry the matter on through our higher echelons 
into the international unions. 

There is a great deal of educational work going on all of the time 
through those unions. I do not know how uniform it is; there may be 
peaks and valleys in the thing, but I do know the education is 
progressing all the while. I am pretty sure it is getting more intense 
all the time. But there is not the slightest question but what the 
extremely necessary thing to do is to arouse the hustings to their 
own efforts. 

Mr. Fenton. I believe that that should be brought to the attention 
of the State legislatures that come into action next year; the most 
of them. 

Mr. Rixey. I think we are in between legislative periods in the 
States now. Beginning in 1953, it seems to me some 44 of the 48 
legislatures convened and this year, I think, is something of an off 
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roar. You gentlemen know that better than I do, coming from the 
tates, and perhaps next year maybe the great majority will meet 
again. I think the most of them meet on a biennial basis. 

But as far as we are concerned, I will tell you that we will carry 
on our work with greater intensity, and even more so when Congress 
gives us greater encouragement. 

Mr. Fenton. Thank you very much. 

Mr. Rooney. Mr. Chairman, I was highly intrigued by the obser- 
vations of my good and highly distinguished friend from Minnesota, 
Mr. Andersen. If we could get his cooperation, we from the urban 
industrial areas, with regard to this matter of adequate civil defense, 
I am sure that if President Eisenhower would send up here to Capitol 
Hill an appropriation request which concerned food centers, we would 
all be quite willing to give it the consideration to which it is entitled. 

Mr. Anprersen. As you know, we have considerable amounts of 
surplus perishables on hand, I have advanced the theory that those 
perishables should be consumed and utilized by our population in 
this Nation as they become available. And if we could have these 
stocks scattered throughout the Nation in certain locations, they 
would also be available to take care of the temporary demand in case 
of an outpouring of people from some of the great industrial areas. 

Mr. Rooney. If the gentleman would go along on _ providing 
adequate civil defense and if the matter of food is brought up, we 
might consider going along with him. 

Mr. AnpersENn. I thank you. 

Mr. Gary. As a matter of fact, when the plans for the evacuation of 
cities were presented to this committee, the thing that impressed me 
more than anything else was that practically all of the planning 
centered around the question of getting people out of the cities and 
there appeared to be no plans at all to take care of them after they 
had gotten out. 

Mr. AnprrsEN. That is correct. 

Mr. Gary. Consequently you will take people out of the cities 
with nowhere to sleep, nothing to eat and with inadequate supplies 
of all kinds. That seem to me a major defect of the whole plan. 

Mr. Ritey. I know there has been a question—it applies to the old 
Ford days—of whether you get out or get under. That was the 
option. 

Mr. Gary. The latest plan is to begin evacuation of the cities the 
minute there is a warning. The attention of the Administrator was 
called to the fact that practically all of the roads leading into the cities 
had signs up reading ‘‘In case of emergency this road will be closed 
to civilian traffic.” 

Mr. That is right. 

Mr. Gary. And there would be no way to get them out. He said 
maybe they would have to change their thinking some on that and 
maybe they would have to change that policy. 

Mr. AnpERsSEN, You may have noticed they have changed it. 

Mr. Gary. There has been some press notice since then that they 
are going to take down those signs and make those roads available for 
people leaving the cities; but so tar as I can see there are practically 
no plans at all for taking care of the large mass of people after you get 
them out of the city and into the country, with no shelter for them, 
no food, clothing, or supplies of any kind; no sanitation, or anything. 
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Mr. Ritey. Yes. 

Mr. Gary. That, of course, is a tremendous problem, I admit. 

Mr. Ritey. I do not know how much work I am offering to take on 
for myself, but if there are any questions about what goes on in your 
district as far as labor is concerned, if you do not already have the 
information, I will be glad to supply it. 

(Discussion off the record.) 

Mr. Ritey. Gentlemen, you have been very swell and I appreciate 
it greatly. Thank you. 

Mr. Wiae.teswortu. Thank you very much, Mr. Riley. We are 
glad to have your views on this question. 

Now we have a representative of the National Association of Direc- 
tors of Civil Defense here. 

Mr. Heskeru. My name is William Hesketh. I might state, first 
of all, 1 am president of the National Association of State Directors, 
including 48 States and the five Territories, and am also State director 
of the State of Connecticut. 

I want to make my statement rather brief and then would prefer to 
have you ask me questions, particularly as regarding the matching 
fund program. 

Mr. ANDERSEN. Are you located in Washington? 

Mr. Heskernu. No, at Hartford. I am State director of Connecti- 
cut. We elect one of our State directors as president of the association. 

Mr. Rooney. You have testified here before? 

Mr. Heskeru. I did last year. I was representing only the State 
of Connecticut at that time. 

We strongly support this budget. As pointed out by some of the 
preceding speakers, the State legislatures do look to what Congress 
does in the way of matching funds. The easiest money I had getting 
out of the State legislature—we had a biennial session of the legisla- 
ture last year—was based upon what was available for matching 
funds from the Federal Government, and on what we asked for that 
was not for matching funds it is very hard to sell them; because they 
consider Congress is familiar with the foreign situation and is better 
qualified to tell us what we need. 

With reference to what was spent by the States and cities, which 
was FCDA matching funds, the State funds totaling the matching 
were $26 million, as against $9 million for the towns. 

Mr. WiaGLesworrn. For what period? 

Mr. Heskern. For fiscal year 1954. This was as of January 31. 

Here is the way the situation varies. In the 1952 budget, you 
appropriated $20 million for matching funds for medical supplies, 
and that was reappropriated to the States on a population basis. In 
Connecticut, there was just about $300,000 and in Connecticut we 
matched that $300,000 with State money and that provided supplies 
for 200 first-aid stations and for about 110,000 casualties for the first 
48 hours. 

The State of Rhode Island immediately suballotted to the cities 
and towns. 

In New Jersey, the Federal Government paid 50 percent and the 
State put up 50 percent and the cities put up 50 percent. 

So the situation varies throughout the Nation. In many of the 
States, the States themselves have not become really conscious of 
civil defense. You have the Adjutant General in some cases taking 
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it on as an additional duty and having no staff. That does not hold 
b bes New York, California, and several others, that are industrial 
tates. 

This year our allotment was $296,000 in matching funds and we 
oversubscribed that by $213,000 and we have not any money to match 
from State and local. 

Mr. WiaGieswortu. For medical supplies? 

Mr. Hesxertu. No; for everything. 

Speaking of the appropriations here, you had one of your larger 
appropriations in the past spent for medical supplies, and we need 
very little more for that. I doubt that we need anything unless it is 
for new drugs that have been developed, or nthe; bree of that sort. 
But our program is complete on that. That does not mean you 
should not appropriate for that purpose—— 

Mr. Wiacieswortu. When you say “we,” are you talking about 
Connecticut? 

Mr. Hesxetu. I am talking about Connecticut; because many 
States on air-raid sirens—every State has left that up to the cities to 
appropriate for them. We have a situation in Pennsylvania where 
Wilkes-Barre has been in the height of a depression, and could not 
afford anything and they have nothing for civil defense, and they 
have not any air-raid sirens. 

We are about complete on medical supplies, but other States will 
require them. 

the other hand, officially we are going ahead now and concen- 
trating more upon communication. During this last year, particu- 
larly the last 8 months, we have had every piece of fire apparatus now 


equipped with two-way radio communication, and except for every 
city of importance which has its own network, they are on a main- 
tained frequency. The easiest bere | in the world to control is the 


fire department in work on mass conflagration as a target city. Dur- 
ing the past January 14 and 15, we had a 24-hour exercise and we 
played that up very thoroughly in our city. In the city control 
center, we had the representatives of the State agencies that might 
be interested in civil defense—the health department, welfare, high- 
way, and so forth—and in addition we had the top industry; we had 
representatives of the food industry. This does not bear on your 

articular appropriation, but as a result of that, we had Mr. Arthur 
Mills, the head of a wholesale concern in New Haven, having been on 
the national committee, and he spent a full 24 hours with us and we 
telephoned everywhere to get the exact situation. 

After that—I remember this was on the strategic Air Force base— 
we figured out what the Russians could do with the present A-bombs— - 
we still figure they have not the H-bomb yet, but will have, and at 
Hartford they destroyed a warehouse with national headquarters at 
Chicago which feeds all of Connecticut, western Massachusetts, and 
Westchester County, and we were reduced to a 5-day supply of flour 
and sugar, and on that we rendered a complete report back to FCDA. 
As you may know, about 95 percent of the flour-milling industry is 
down in Buffalo and Minneapolis, and both of those cities were 
destroyed, and a check by civil defense of what they had on hand 
showed 11 days’ supply of flour with no chance of getting more. And 
sugar comes from the refineries, for instance, and the principal refin- 
eries are located between Boston and New York on the coast. 


1189 


And the food situation was very serious. We have normally in 
Connecticut 15 to 17 days’ supply of food for stock distribution. That 
is exclusive of what there might be in private homes. That is in 
trade channels. 

During the exercise, there were 59,713 people, mostly volunteers, 
who participated. The participation was small because there were 
no chance in the exercise to test the technical skill of the different 
teams; there were no wounded to rehabilitate, no homeless to feed, no 
fires to put out, no trapped people in buildings to bring out, and so the 
volunteer firemen left after awhile. 

The auxiliary policemen all got out, because the alarm sounded at 
10 o’clock, and hee stopped traffic, and of course demonstrated they 
could stop traffic. 

The hospitals actually tagged every patient that could have been 
sent them, figuring how many beds they could get, and our figure 
came up to 17,000 as the estimated number of beds that could be 
taken care of. And it is all very complete. 

As a result of that test, everything was analyzed by figures and 
we are going to have much more realistic requests for appropriations 
now than we have had in the past. Always it has been thought 
proper to ask if they have a chance to use it in the normal peacetime 
use. You have little difficulty to get extra fire-fighting equipment, 
because they realize that might be used; but when it comes to asking 
a town to buy radiological instruments, those considerations come 
up, and we have had to do it entirely on a State basis plus what is 
stockpiled on the Federal level. 

Our legislature meets again in January—and the same thing applies 
to other States—and subconsciously the States and local governments 
still think of the preamble of the Constitution, that the Federal Gov- 
ernment provides for the common defense, and they cannot get into 
their heads that part of this is a job they should do. They can all 
agree that the Government should never do for the individual what he 
could do for himself, or could do better and it is far more economical, 
and you have to convince them they should stockpile their own food 
supply and in a form where it won’t spoil and in a form that requires 
the minimum of cooking and they will do it if we can only get some 
person to tell them to do it—particularly today with the payments 
behind on the television set and it goes out. 

So, as brought out here, it is better to take some of the surplus and 
put it in a more suitable form, such as powdered milk, dehydrated 
potatoes, and it might not cost much more than the present farm stor- 
age program, and FCDA has to work on that one proposition. The 
normal activities have not given them any training in agriculture. 
They have research services, county agents and soil people, and the 
Government guarantees the price; so they have never had to do it. 

We have done that quite well in our State; we have organized food 
distributors, but it is all tied up with the State limit. 

I would prefer if you gentlemen would ask questions in regard to 
any part of this. 

Mr. ANDERSEN. I am interested in the statement you have made. 
I think you have done very well. This subcommittee has not heard 
enough about the details as to what is to be accomplished if we put up 
this money. There have been too many generalities. Just what do 
they want to do with the $85 million? 
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includes the administrative headquarters, travel, and so forth, of the 
seven regions, plus those tests which are to be conducted out in 
Nevada on shelter construction, radiological instruments, and the 
education and training program. The FCDA has to run all of the 
State staffs and some 25 or 30 local directors, but it is very difficult 
to get people to travel that far or to come down here for a week; but 
beginning on October 7 last, based on a matching-fund basis, we are 
setting this up at the University of Connecticut; and the FCDA is 
going to come up and with the faculty conduct a course. It won’t run 
continuously, but will run during school vacations when the faculty is 
available, but they will still get far more people in there—not only the 
169 directors of the local towns, but the principal staff officers of the 
State, and then they can fit the program to Connecticut. And it is 
entirely different for Hartford from what it is for New York or San 
Francisco. That is part of it. 

We still need plenty of radio communication. We have the best 
png system in the world; we have a great many underground 
cables, and the Southern New England Telephone Co. analyzed the 
situation, and I believe Bell Telephone did throughout the United 
States, and we will need radio communication during the period. 
We conducted much more of the exercise with radio, because that is 
something where they require training and we have plenty of people 
who know how to use the telephone. 

We still need more rescue trucks, and it is not too hard to sell 
that, because they have some peacetime value, too, but not near as 
much as some of the other things. 

Mr. Forp. How many people do you have in your State organiza- 
tion on a paid basis? 

Mr. Heskera. Thirty on a paid basis. That includes four area 
directors. In Connecticut, the counties do not amount to very 
much. We have the coroner, sheriff, and court. They are all paid 
by the State. In New York, the county government is much stronger 
and they have their employees. We divide the State into 4 areas, 
with the area director, secretary, and 8 people; and the other 32 are 
in the State office. In addition to that, I have a great many people 
who are on the State payroll and do it in addition to their other jobs. 
The State police train the auxiliary police; the highway department is 
responsible for the restoration of eidiees: mobile clearance, and so 
forth, compared with the peacetime function. 

Mr. Gary. Approximately how many organized volunteer workers 
have you? 

Mr. Heskeru. I have on paper 131,000—59,113 actually reported. 

Mr. Forp. How many would you like to have? 

Mr. Heskxeru. We would like to have somewhere in the vicinity 
of 200,000. Actually we never attain what is the ideal; but if you 
once get the hard cadre core organized and it gets in touch with the 
people who volunteer and you have them trained when a disaster 
ee and have someone to direct the activity, you have done pretty 
well. 

Mr. Gary. There has been difficulty in some localities in getting 
plane observers. What is that situation at the present time? 

Mr. Hesxkernu. In Connecticut, we have 92 ground-observer posts 
and the last report on them was something like 38 of them are on a 
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24-hour basis, or more than that—pretty close to it. And that was 
in the county seat. It is just difficult to keep themon. Of course, it 
is a rather tiresome job doing 2-hour shifts and seeing nothing, and 
that is true in the northwest part of the State where there are not 
any planes to report on. 

Mr. Gary. That is handled by volunteers? 

Mr. Hesxetu. That is handled by volunteers. The training is 
conducted by the Air Force and we handle the administration and 
getting volunteers. 

Mr. Forp. How many Federal Civil Defense officials are employed 
in Connecticut? 

Mr. Hesxetu. None. You have the region headquarters in Gro- 
ton, which represents 1 region, and there are 7 regions throughout the 
United States. That includes the six New England States, New 
York, and New Jersey. With the clerks and everything, it probably 
numbers 18 or 20. 

Mr. Forp. In the average region? 

Mr. Hesxeru. In the average region. That is for eight States. 

Mr. Forp. About these medical supplies; do you have jurisdiction 
over them, or do the Federal officials? 

Mr. Hesxetu. Those are furnished to the States and we have 
jurisdiction. Those are purchased with half Federal funds from the 
Federal stockpile at Gilbertville, Mass., which backs up our supply. 

Mr. Forp. How much in the way of medical supplies have you 
purchased with these funds in the contribution program? 

Mr. Hesxeru. Out of the present year’s money, we bought ten 
200-bed emergency hospitals, which cost $25,000 apiece, making 
$250,000, of which $125,000 was paid for by the States. 

Mr. Forp. The medical supplies which you have purchased in the 
joint program, do you have them stockpiled around the State? 

Mr. Heskeru. They are actually boxed in four boxes. The beds 
are all boxed in styrene boxes; the instruments are all sealed, and 
everything is complete except the antibiotics, which are dated and 

erishable. Those we rotate to the State institutions and State 

ospitals. They use a quantity of streptomycin. If they use 500 
bottles a year, we give them 500 bottles and they have to account for 
them, and they are not allowed to order any more; and if they have 
use for 50 bottles at a time, they get 50 bottles. So the supply is 
always rotated. 

Mr. Forp. Do you know of any comparable program to utilize the 
surplus supplies that the Federal Government owns and maintains? 

Mr. Heskeru. No;I donot. Ido not believe they have any at the 
present time. 

Mr. Fenton. You say you have 40 paid employees in Connecticut 
and that the State police and highway people volunteer their services. 
Now, down at the county and community level—not in the cities or 
large communities—what is your experience with volunteers in those 
areas, aside from your State police and highway department? 

Mr. Hesxkeru. Here again it varies. 

Mr. Fenton. I find that is quite a problem in Pennsylvania. 

Mr. Hesxetu. Yes. I say it varies. One of the outstanding 
cities is Greenwich, Conn., just over the New York line, which has a 
population of 40,000. They have 4,100 and some volunteers, or 11 
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i of the population that is enrolled, and they have a good 
eadquarters. ‘They pay a director and deputy for the town. 

Mr. Fenton. The community pays him. 

Mr. Heskeru. The community pays him; that is right. Then in 
a town of 21,000 population, New athe has a full paid director. 
In Hartford, the fire chief has that in addition to his other duties; 
in Bridgeport it is a man employed by General Electric, and he can 
take as much time off as is necessary for civil defense and they pay 
his salary during the time he is off. It varies. 

Mr. Fenton. What duties do they perform outside of highways, 
police, and so forth—first aid work? 

Mr. Heskeru. The local director? 

Mr. Fenton. Yes. 

Mr. Heskeru. The local director, of course, has to get the whole 
organization together. One of my jobs, for example, in doing civil 
defense is not only picking up the pieces, but to make ourselves less 
vulnerable to attack in years to come. First of all, I started a study 
of moving the critical target areas, which is extremely difficult in a 
great industrial area. 

In Bridgeport, there are two new high schools being constructed 
this year, and they are building a bomb-proof basement in the cellar, 
which was not planned on originally for a basement at all, so as to 
provide protection for these children. And this is one of the jobs that 
the local director has to be sold on, so as to sell the school board and 
the finance council of the city, because it increases the cost of the 
school about four a half percent to do so. 

Then, of course, he has got to organize the wards and groups and 
to teach the individuals throughout the State so they can do their 
job out in the areas where they are trying to do the job. They have 
got to organize volunteer auxiliary firemen on the basis of about four 
to every regular fireman. They need that quantity in order to meet 
the requirements. 

Mr. Fenton. From what I have observed it seems to me that the 
State officials should certainly encourage and insist that the various 
counties and municipalities put more energy into it. 

Mr. Heskerna. Of course we are doing all we can. In my State 
we are very strong for home rule, and the people do not want to be 
told too much what to do from the State down to the local level. 

Mr. Wice._eswortsH. Thank you, Mr. Hesketh. Are there any 
other witnesses who desire to be heard? 

If not, we have received a short statement from the General Fed- 
eration of Women’s Clubs which they would like to have made a part 
of the record, and without objection it will be inserted in the record 
at this point. 

(The statement follows:) 


STATEMENT BY GENERAL FEDERATION OF WoMEN’s CLuBs, WAsuHINGTON, D. C. 


Mr. Chairman and members of the committee, we want first to thank your 
committee for receiving our written testimony listing the reasons why the General 
Federation of Women’s Clubs is so vitally interested in civil defense. It is only 
because of the pressure of our preparations for our national convention in Denver 
May 29-June 4, that prevented us appearing in person before you group with our 
petition. 

The General Federation of Women’s Clubs is composed of the wives and mothers 
of this country—that is, over 5 million of them. The membership of this organiza- 
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tion represents alert women from all walks of life who believe in the united efforts 
of good citizens to preserve this country which is our national heritage. 

In convention assembled here in Washington, D. C., last May 1953, resolutions 
were passed calling for economy in government and also urging that cuts in appro- 
priations should not be made in programs which are for the purpose of promoting 
the education, health, and welfare, of our people. Hence the General Federation 
of Women’s Clubs comes before you to urge that funds for civil defense be main- 
tained at the requested level. 

Women are keenly aware that war today spares no one. The homes, with 
children and aged who cannot defend themselves, are targets today—as no one 
ean deny. Civil defense through its programs of education and instruction is 
really the only ammunition that there is in the home, as well as the only ammuni- 
tion for protection of the individuals in offices and factories today. 

The appropriations requested for civil defense are really a part of our national 

defense and should not suffer drastic cuts. It is the home in America that gives 
the United States its strong force to back the spiritual strength of this Nation. 
Our homes, churches, and schools are truly our great fortress against communism 
and totalitarian forces. Let us maintain this fortress as one of the guaranties of 
reace. 
: Women would lay down their lives for their children. Our women have faith 
in our Government because they know that under this Government they have 
the highest standard of living in the world. In these days when the shadow of 
war plagues the world let us not reduce the power of protection and preservation 
of lives and homes by reducing our defense on the homefront. 

The General Federation of Women’s Clubs has a nationwide program of civilian 
defense. Among the phases which are promoted ty our club members are: 

. Home protection program 

. National blood program 
Emergency welfare service 
. Firefighting service 

. Rescue service 
Transportation service 
Warden service 

. Ground observation service 
. Communications service 

. Auxiliary police service 

These and other activities have a prominent place in our national club programs 
and will be reported in Denver at our convention the end of this month. I am 
sure those reports will indicate the real interest of the women. The General 
Federation of Women’s Clubs knows that much of the expense of these programs 
can be and is met by local communities. But we know, too, that aid and assist- 
ance must be available from a national level so as to have a well-planned and 
well-directed program, to be effective in all communities if we are to protect the 
maximum in life and property in all areas. 

The women of the General Federation of Women’s Clubs are willing to share 
the responsibility in helping to work for the defense of our country. Please do 
not curtail this program in the field where women can make a major contribution. 
We beg you to keep civil defense strong enough to be of maximum value to our 
great Nation. 

Respectfully submitted. 


— 


Burier, 
Director, Legislative Research. 
Mr. WiaGLeswortu. The committee will stand adjourned subject 
to the call of the Chair. 
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WEDNESDAY, JULY 7, 1954. 


DEPARTMENT OF LABOR 
Bureau or VETERANS’ REEMPLOYMENT RIGHTS 


WITNESSES 


ARTHUR LARSON, UNDER SECRETARY, DEPARTMENT OF LABOR 

JAMES E. DODSON, ADMINISTRATIVE ASSISTANT SECRETARY, 
DEPARTMENT OF LABOR 

Vv. S. HUDSON, ASSISTANT ADMINISTRATIVE ASSISTANT SECRE- 
TARY, DEPARTMENT OF LABOR 

ROBERT K. SALYERS, DIRECTOR, BUREAU OF VETERANS’ REEM- 
PLOYMENT RIGHTS 


Mr. Bupar. The committee will be in order. 

We regret this morning that the chairman of this subcommittee, 
the Honorable Fred Busbey, is unable to be with us due to his service 
on another congressional committee at this time. 

We have for consideration various items in a supplemental budget 
for the Department of Labor. 

I am happy to note that the Under Secretary, Mr. Arthur Larson, is 
here with us this morning. If you would like to make a statement to 
the committee we would be very happy to hear from you, Mr. Larson. 

Mr. Larson. I want to thank you for the chance to come up here 
and get acquainted and perhaps say a word or two on these supple- 
mental items. 

I think generally they are items which are pretty much beyond our 
control due to such things as the increase in the workload due to the 
greater number of claims of unemployment or the greater number of 
veterans coming on the employment market. 

I think perhaps I would prefer now to let the people from the 
various bureaus testify on the specific items. Perhaps when the 
Bureau of Employment Security item comes up a little later on I 
would like to say a few words. 

Mr. Bunce. That will be fine, Mr. Secretary. 

The first item which we have is an additional amount for salaries 
and expenses, Bureau of Veterans’ Reemployment Rights contained 
in House Document 438, which will be placed in the record at this 
point: 


“BuREAU OF VETERANS’ REEMPLOYMENT RIGHTS 
“SALARIES AND EXPENSES 


“For an additional amount for ‘Salaries and expenses’, $119,000.”’ 
This proposed supplemental appropriation is necessary because of an unantic- 
ipated increase in the number of veterans seeking assistance in exercising their 
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rights to reemployment in the jobs they left upon entering the Armed Forces. 
Cases received in the first 9 months of 1954 exeeeded receipts of the comparable 
1953 period by 24 percent. Unresolved cases at the present time represent 5.8 
months’ work for the Bureau. The present employment situation makes it 
desirable to attain a current status in this program because of the rights guar- 
anteed the veteran and to reduce Government costs for unemployment compensa- 
tion for veterans. 


STATISTICAL BREAKDOWN OF REQUEST 


Mr. Bunge. At this point in the record we will insert justification 
sheets numbered 2, 3, 4, 5, 6, 7, and 8 without objection. 
(The information referred to is as follows:) 


Amounts available for obligation 


Revised es- 
In budget timate, 1955 Difference 
Appropriation‘or estimate. $300, 000 $4194000 +$119, 000 


Obligations by activities 


Revised 
Description In budget — Difference 
955 


1. Promotion of compliance and assistance to veterans_.______ $244, 434 $363, 434 +-$119, 000 
2. Executive direction and management services 55, 566 55, 566 


300, 000 419, 000 +119, 000 


Obligations by objects 


Revised esti- 
Object classification In budget mate, 1955 Difference 


Total number of permanent positions____ 
Full-time equivalent of all other position 
Average number of all employees 


01 Personal services: 


Regular pay in excess of 52-week base. -___.._.._..____- 957 1, 354 +397 
250, 325 345, 525 +95, 200 
8, 500 10, 000 +1, 500 
07; Other contractual services... | 


Obligations by objects 


Object classification 1953 actual 


1955 estimate 


Average salaries and grades: 
General schedule grades: 
Average salary... $5, 931 $6, 066 $5, 413 


41 65 +24 
42 64 +22 
300, 000 £19,000 | +119, 000 
= 
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Detail of personal services 


mate, 1955 Difference 


| In budget | Revised esti- | 
= 


} | | 
Num-| Total Num-| Total |Num-| 
ber salary | ber | salary | ber 


Total 
| | ‘| 


salary 


Departmental: | 
General schedule grades: 


GS-15. ov $10,800 to $11,800: 


Direc 
GS-14. $9,600 to $10,600: | 
Assistant director. 10, 200 |.... 


GS-13. Range $8,360 to $9,360: | 
Administrative 

GS-7. Range $4,205 to $4,955........._.______. 

GS-5. Range $3,410 to $4,160... } | 
GS-4. Range $3,175 to $3,655... | 


Total permanent, 51, 17 | 8. 


Net permanent, departmental (average num- | 
Regular pay in excess of 52- week 196 196 |____. 


All personal services, departmental. 


Field: 
General schedule grades: | | 
GS-13. Range $8,360 to $9,360: 


| | | 

Field $99,160 | 11 | $99,160 

GS-11. Range $5,940 to $6,940: | | 
| & | 81.900 | 15 a, $59, 400 
GS-7. Range $4,205 to $4, ~ 1 4, 205 | 
GS-5. Range $3,410 to --| 12 | 47,795 | 12 a 706 | |-- = 
GS-4. Range $3,175 to $3,665__...._.-_______- 4 | 14,460 | 15 49, 385 + il 34, 925 
GS-3. Range $2,950 to $3,430... 8850/43 | 8850 
Total permanent, 33.0 197, 520 | 57.0 300,695 +24.0, 103,175 
} 0.5 | 3, 237 | 2. 5] Hl, 609 2. 8, 372 

Net permanent, field (average | 

salary)... __- | 32.5 | 194,283 | 54.5 | 289,086 |+22.0 94, 803 
Other positions: intermittent employment RE 4, 780 4, 730 
Regular pay in excess of 52-week base 761 1, 158 397 


All personal services, field ___............_--- an 199, 824 295, 024 +95, 200 


Mr. Bupaee. Now we would like to hear from Mr. Salyers. 


GENERAL STATEMENT 


Mr. Satyers. I am Robert K. Salyers, Director, Bureau of Veter- 
ans’ Reemployment Rights. 

I have a statement which has been submitted previously, Mr. Chair- 
man, and I would like to submit it for the record. With your permis- 
sion I will try to cover briefly the main points which relate to this sup- 
plement and in the line of the previous hearing we had before this 
committee. 

Mr. BuvaGe. Without objection the statement will be placed in the 
record at this point. 

(The statement is as follows:) 

The workload situation in connection with the reemployment-rights program 
continues to present the problems discussed with this committee at our previous 
hearing on the budget for fiscal 1955, at which time concern was expressed over 
the rising backlog. 

On occasion there has been some lack of understanding as to the extent of the 
reemployment rights program, those covered by the statutes, and the responsibil- 
ities of the Department in connection with it. Reemployment rights relate to 


4,955 | 1 

7,905] 2 | 7,945 

7,310 | 2 7,310 

| 50,501 |......| 50,501 |......|.......... 
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employees who enter military service from jobs with all private employers and the 
Federal Government and, subject to applicable State laws, States and their 
political subdivisions. Section 9 of the Universal Military Training and Service 
Act of 1951 (and earlier related statutes) extend reemployment rights to persons 
inducted under selective service, those who enlist, reservists called to extended 
duty, reservists performing short periods of training duty, and those who are 
rejected. Assistance is rendered by this Bureau to these individuals who have 
rights under the statutes, to employers who have the obligation to reinstate, and 
to labor organizations and others concerned with the industrial relations aspect of 
the program. Even where ex-servicemen return to their preservice employers and 
are reemployed, questions often arise later as to proper reinstatement in terms of 
accrued seniority, lay-off and recall, right to bid on promotions, participation in 
pension plans, vacation entitlements, etc. 

The report on Manpower Resources for National Security shows an armed 
services’ personnel of 3,360,000 during fiscal 1955 with an estimated turnover of 
1,080,000; it reflects small reductions in succeeding years to 1960 with an estimated 
strength in that year of 3,030,000. Recent available surveys show about two- 
thirds of those entering military service have had some sort of preservice employ- 
ment. 

The original request for 1955 provided for a staff of 41, the same as in fiscal 
years 1952, 1953, and 1954. This request, prepared last summer, was conserva- 
tively based on the premise that workload intake during fiscal years 1954 and 1955 
would not exceed that during fiscal 1953 and that it might be possible through 
various management devices to increase production and at least keep the backlog 
to manageable proportions. A comparison of the workload for 11 months of this 
fiscal year with previous fiscal years since the Korean action started shows that 
the intake of cases is 11 percent greater than 1953, 46 percent greater than 1952, 
and 114 percent greater than 1951. The intake of problems is 17 percent greater 
than the same period in 1953, 19 percent greater than 1952, and 47 percent 
greater than 1951. In addition to problems and cases received, 14,271 inquiries 
were logged in in the 6-month period, December 1, 1953, to May 31, 1954, of which 
10,790 were handled. 

x he rise in the direct assistance backlog is shown by the following comparative 
table: 


Pending, 
June 30, 1951 


Pending, 


Pending, 
June 30, 1952 


Pending, 
June 30, 1953 


May 31, 1954 


3, 493 
2,214 4,477 4, 911 
1, 583 1, 862 2, 215 2, 687 


4, 076 6, 692 11, 091 


1 Not reported prior to December 1953. 


Of particular concern is the case situation. Based on previous experience, 
which has been consistent over many years, the current figure represents more 
than 6 months’ case backlog. 

The handling of problems and cases has been stepped up as compared with 

revious years, but it is not likely that this rate can be increased due to the follow- 
ing factors: (1) an indicated increase in the ratio of cases to problems; (2) the type 
and location of cases received during recent months; (3) the leave problem which 
is particularly difficult in a small office; and (4) an increase in correspondence 
other than that connected with problems and cases. The last factor became so 
significant this year that we had to develop in December 1953 an inquiry meas- 
ure not reported in previous years or in the first 5 months of this fiscal year. 
This covers requests for information of a general nature which can be handled 
satisfactorily with standardized fill-in form letters and the use of printed 
materials. . 

The workload of the Bureau is determined by factors outside its control, such 
as local employment conditions, decisions of individual ex-servicemen, and changes 
in employment relationships which complicate reinstatement. The situation in 
many areas is causing more ex-servicemen to be concerned about returning to 
their preservice employers, as compared with seeking new employment. At the 
same time, it is increasing the problems of employers and labor organizations who 
must deal with reinstatement. The reemployment rights program has the effect 
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of preventing many applications for veteran unemployment compensation pay- 
ments, and further savings may be possible to the extent that more ex-servicemen 
can be encouraged and assisted to return to their preservice employers. 

If inquiries, problems, and cases can be handled with reasonable promptness, 
it not only benefits the ex-serviceman who wants to get back on his job, but it 
also tends to eliminate damage claims against employers and cuts down on corres- 
pondence about delays in handling. 

The amended request before you provides for additional personnel in the field 
offices. Some time will be necessary to recruit and train this additional personnel, 
but with it we believe the rise in the case backlog can be arrested by June 30, 1955, 
and steadily reduced after that date. It is, of course, very difficult to project 
what will happen in terms of intake, which is dependent upon the factors men- 
tioned above. The backlog would certainly be much greater were it not for the 
fine cooperation we have received, and will continue to receive, from the coop- 
erating agencies and volunteer reemployment rights advisers who function as a 
part of this program without expense to the Bureau. 

It is recognized that this request does not foetorpiete an immediate increase 
in staff sufficient to achieve the speed in backlog reduction which we would like 
to see. From a practical standpoint, we must take into account the ability of 
present staff to assimilate and train additional employees while devoting maximum 
effort to handling current workload. 

Mr. Satyers. When we appeared before this committee previously 
in connection with our regular item for fiscal 1955 there was con- 
siderable discussion of the various items, and particularly there was 
some discussion and concern with respect to the backlog. 

I think in connection with this the committee might be interested 
in three major points. 

The first has to do with the program itself. From time to time 
there are questions asked as to the extent, coverage, and so forth 
of the reemployment rights program. 

The reemployment rights program has been in effect since 1940, 
but it has been reenacted twice since that time, once in the Selective 
Service Act of 1948 and again in the Universal Military Training 
Act of 1951. 

The reemployment provisions in the statute continue in effect 
until repealed and cover all persons who enter military service whether 
as enlistees, inductees through Selective Service, reservists called to 
active duty for service, reservists performing training duty, and 
persons who are rejected. The Department through this Bureau 
renders assistance to these persons and in general administers the 
program. 

he last report on manpower resources for National Security indi- 
cates that during fiscal 1955 there will be a turnover of something like 
1 million persons in connection with the armed services. That is our 
basic group, you might call it, the group currently coming out. 

However, there are a good many problems which come up from time 
to time in connection with persons who have gone out, have been 
placed back with their former employers, but for some reason or an- 
other have not properly been reinstated. 

The second item I would like to mention is this: At the previous 
hearing and at this hearing we would like to call attention to the pri- 
mary difficulty which faces us now, that is the backlog of cases. 

We have three basic workload measures—one, inquiries. That is 
requests for information of a general nature which can be handled with 
pre-prepared letters or multigraphed letters, printed materials, and 
so on. 
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We have what we call a problem, which is a situation which is more 
than an inquiry but which has not yet developed into what we call a 
case because we don’t like to handle anything as a case unless there is 
an actual difference or controversy between the employer and the vet- 
eran seeking reinstatement. It is much easier many times to resolve 
the problem if, for example, the employer can present it or the labor 
organization can present it or the individual can present it and get it 
straightened out, thus letting him go back to the employer. We never 
bring that into a formal status of a case. 

However, the thing which has caused us the most concern is the 
fact that for the last 3 years the number of cases has been rising. The 
backlog rose about 20 percent as of June 30, 1953, over 1952, and 
another 20 percent as of May 31 of this year over June 30, of 1953. 

It 1s in connection primarily with attempting to. bring this case 
situation on to nearly a current basis that we are asking for additional 
staff here. 

We also have had an increase in the number of general inquiries 
that we have had, but that, of course, depends more on the amount 
of stenographic help to handle them rather than the personnel to go 
out and negotiate the cases. 

The third item I would like to mention is that by handling these 
things currently and by getting our backlog down to a more reasonable 
basis, instead of the individual having to wait, he gets back on the 
job more promptly, the employer doesn’t accrue damages, there are 
fewer difficulties which arise, and there are also possibilities for re- 
turning to their former jobs a good many veterans who might other- 
wise draw unemployment compensation for veterans. 

In order to achieve that purpose we have to reach those people 
within the 90-day period so they can make application. 

We have found a good many veterans coming into the local offices 
have waited 90 days because they are not eligible if they get the $300 
mustering-out pay, and it is too late for them to return to their jobs. 

We have been able_in many instances, and we could in more, to 
reach those people between the time they are separated and the time 
the 90-day period expires and get them to apply for their former 
jobs and assist them rather than apply for unemployment compensa- 
tion. I think there is possibility for some very effective work in that 
connection if we can get at these things within a shorter period of 
time. 

At the present time our case backlog is about a 6-months’ backlog. 
We feel that is too long a time and we would like to reduce it. It is 
for that reason that we are requesting these additional positions at 
this time with the thought that we can stem the rise in the backlog 
by the end of this fiscal year and steadily reduce it thereafter. 

I will be glad to answer any questions you folks might have. 


DEVELOPMENTS OCCASIONING A SUPPLEMENTAL REQUEST 


Mr. Buper. What has happened in the last few months to justify 
the supplemental request? 

Mr. Sayers. The basis for the regular request was gotten together, 
and material as you know was prepared late last summer. If you will 
recall, and the record will show, we brought out the fact that during 
this year there has been a continuing increase in the intake and, as a 
consequence, of that in the backlog. 
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We had hoped at the beginning of this fiscal year, when this material 
was prepared, that the thing might level off. We have been able to 
step up handling to some extent but we have not been able to step 
it up as much as it appears it will have to be. 


SEPARATIONS FROM ARMED FORCES 


Mr. Bupeée. In 1953 we had net separations from the Armed Forces 
of 1,124,000; in 1954 it is estimated at 1,038,000. You said a few 
minutes ago you estimated for 1955 roughly 1 million would be the 
net separations. 

Why should the workload be increasing when the number of net 
separations is dropping? 

Mr. Satyers. I| think basically, Mr. Chairman, there has been an 
increasing interest on the part of the persons now being separated 
from the armed services in returning to their former employers as 
against looking for a new job. 

We have found that true particularly where there has been a local 
situatioa where it has been more difficult to get a new job and as a 
result they are more anxious to go back to the old employer. 

In that respect during the past year there has been considerable 
change in the psychological situation with respect to these men coming 
out and desiring to go back to their former employers. 

In many instances it is more difficult for them to get back. I 
would say that is the main reason. Of course we don’t know why it 
is, but there has been an increase in each of those years you mention. 
There has been a steady increase since 1951. 

Mr. Bunce. Net separations from the Armed Forces are over 10 
percent less for 1954 and 1955, and yet your regular budget, which 
was appropriated in the regular bill, was $14,300 over the 1953 
appropriation. If the committee approves this request your Federal 
staff will increase by 58 percent in spite of the fact that you had more 
than a 10 percent decrease in net separations. 

I wish you would give us a little explanation of why that works out 
that way. 

Mr. Rite The persons who come to us with reemployment 
problems come for a number of reasons. 

One thing has to do with the individual decisions all of these people 
make.. What enters into that I don’t know. 

After all, of the total number that come out you have only a certain 
number that want to go back and then you have a certain number that 
have trouble getting back. 

I think this reflects to some extent the relative ease of getting a 
new job as against going back to the old job in the particular com- 
munity they go back to. 

For example, in some of the coal-mining areas we have had a very 
large increase in the number of cases because there has been some 
difficulty in finding another job, and they are trying to get back to 
their former jobs. 

The types of jobs available have something to do with it. 

Then I think there has been an increasing appreciation on the part 
of ex-servicemen of the value of retaining their seniority and their 
time with the previous employer. That has increased to some extent. 
When you go back to your old job you get your seniority, you get 
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that time with the company, and you are less likely to be laid off later 
on. I think it is a combination of those things. 

I cannot say precisely why it occurs. All I can say is that it has 
been occurring. 

Mr. Bupex. Fifty-eight percent increase in Federal personnel js 
quite an increase in a supplemental appropriation. 


PRESERVICE EMPLOYMENT 


I note on page 9 of your justifications you say: 


Recent available surveys show about two-thirds of those entering military 
service have had preservice employment. : 

What percentage of those leaving military service have had pre- 
service employment, those with which you work? 

Mr. Satyers. That figure is based upon a survey which was made 
about last summer of the Korean veterans who had come out about 
that time. I think it was in the month of June. It was made by the 
Bureau of the Census for the Department of Agriculture. It was 
made for a different purpose. 

Mr. Scrivner. Those would be fairly old figures, then, if I remem- 
ber past experience on most of these census reports. 

Mr. Satyers. This was made in June of 1953. This survey showed 
69 percent of the Korean veterans at that time were wage and salary 
workers. 

What that would be at this time or at any given time I suppose we 
would have to make another survey to find out. 

Along about the same time we did ask Selective Service to make a 
simple check of separation notices for 1 month last summer. They did 
that. It showed about the same thing. I think it showed 64 percent. 

Mr. Bunge. That is the survey on which you base the statement | 
just quoted? 

Mr. Sayers. Yes, sir. 

Mr. Bupee. That is interesting in view of the fact that over here 
in the section on unemployment compensation for veterans, page 2—A 
of the justifications, this statement is made: 

Since the average Korean veteran is young and has little or no work experience, 
it is assumed that he will encounter difficulty in finding employment. 

That justification for the Department of Labor asks the committee 
to appropriate additional funds for unemployment compensation to 
veterans on the basis that they are young and have little or no work 
experience. How do those two dovetail in together? 

Mr. Satyers. I don’t know what that relates to. It is true, I sus- 
ect, that they have little work experience, that is many of them. 
hey are young. The job they had before, many of them don’t want 

to go back to. In many instances they have attained greater experi- 
ence in the service and naturally feel they are fitted for better jobs. 1 
don’t think there is any question about that. 

Mr. Bunge. You say in your justifications that two-thirds of the 
veterans have had preservice employment and for that reason your 
activities must be increased. Yet also in the Department of Labor 
we have this statement that the average Korean veteran is young and 
has little or no work experience. 

How would the committee reconcile those two statements? 
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Mr. Saryers. Well, sir, I think they are both true to this extent: 
In making this survey, I am sure that the Bureau of the Census only 
asked, ‘“‘Were you employed anywhere prior to military service?” 
That could be any kind of employment. It could perhaps be a part- 
time or temporary job. However, you can have reemployment 
rights to a part-time or seasonal job, and some want to go back to 
that after they come out of the service. 

A good many of them have had very little work experience. There 
is no question about that. I think it is true from these figures that 
at least one-third of them have had no previous work experience. 
I think possibly the average veteran is young, certainly. He has 
either little or no work experience. I think that would be true. 
I don’t know how many are in between that range of 60 percent with 
little work experience. 

Mr. Scrivner. What happens to these others who have gained new 
skills, and the statement we are given that private industry competes 
for the services of these veterans who have gained new skills? If 
that is true they will not go back to the old job but go to a new employer 
where the new skill can be used. 

Mr. Sayers. I think that is part of the answer to the question 
the chairman asked here. In many instances the individual waats 
to get a better job than he had. But there are still a good many of 
them who don’t find what they want or feel a bird in the hand is 
worth two in the bush and they had better go back. 

There are many advantages in going back to your preservice 
employer. You don’t have to go back to the same job. If your 
skill has been improved, sometimes you can go back and be promoted 
to a better job. As a matter of fact, a good many times we have a 
question of whether or not this returning man has the right to return 
to a promoted job as the result of the increased skill and experience 
in the military rather than to the original job he left. 

Generally the position is that he is entitled to go back to the point 
he would have occupied had he not gone into military service. 

We find employers generally do take into account increased skill if 
they have jobs of that character available. 

Mr. Bupae. I still haven’t reconciled the two statements. Perhaps 
when we get over to the unemployment compensation for veterans 
someone can add a little light to that. 

Mr. Larson. I think the distinction is this: The tests for qualifica- 
tion for veterans reemployment rights is the fact you have had a job 
before. But the fact you had a job doesn’t mean that you have the 
experience that it takes to come back and compete with experienced 
workmen in a difficult employment situation. That is the point in 
the latter part here. It may well be true for Mr. Salyers’ purposes 
that these people have enough of a job record so that they can tech- 
nically come within his responsibility. It is also true that they haven’t 
got enough employment experience to have a very good chance in 
ae in the open labor market. 

Mr. Satyers. There is also this, too: Underscoring what Mr. 
Larsen said there, this reference was not gotten up by us. We took 
what material we got. 

It is very true that many people left jobs to enter service who 
cannot return to them for one reason or another, or who do not want 
to return to them, or maybe there is no job for them to return to, 
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in which instance they would be in the group for unemployment 
compensation. 

Furthermore the fact they left a job doesn’t mean they have reem- 
ployment rights. Employers circumstances may have changed. | 
wouldn’t want to place the entire justification for this purely on 
that basis. 

After all has been said and done the only measure we have is what 
shakes through the sieve or the cracks, for whatever reason these 
people come back. 

Mr. Bupes. I appreciate that. It is difficult for me, and I imagine 
other members of the committee, to reconcile two statements, one 
of which says that two-thirds of those entering military service have 
had preservice employment, and we go down a few pages later and 
it states the average veteran is young and has had no preservice 
experience. Those two statements do not gibe too well. 

Mr. Larson. It is “little or no experience,” which naturally would 
be true of the typical Korean veteran. He is not a man of 5, 6, or 
10 years’ work experience behind him. If he had any experience at 
all it would be rather small. He has had a number of years taken 
away from him 

r. ScrtvNer. You had several thousand veterans in World War 
II who were out for a few years and then went back. 

Mr. Larson. Some didn’t have much time to get experience in 
between. I think the typical one is perhaps the young one. That is 
what this refers to. 

Mr. Satyers. Lately we have been getting reservists. They have 
been releasing some Reserve officers particularly. In the last 2 or 3 
months we have been getting some of those older men with consider- 
able amount of work experience. 

Again I want to say that perhaps in our statement we should have 
pointed out that this was based on somebody who worked for an 
employer before he went into military service, any kind of a job. 

Perhaps the other should point out the average age and what is 
considered to be little work experience. 

One of the surprising things, Mr. Chairman, is that sometimes a 
man will fight harder for what would appear to be a bum job for 
reasons of his own. We have even had men insist upon being put 
back on the night shift, which is the least desirable thing. 

Mr. Scrivner. Well, there is a pay differential. 

Mr. Satyrers. They may want to go to school in the day, also. It 
is hard to tell why a man wants to do these things. We have had them 
wanting to go back as bus boys, and all categories of jobs. In many 
instances that arises from a desire to touch base and then look around 
to see what better they can do. 

Mr. BupGr. We are happy to have Congressman Scrivner filling in 
for Mr. Busbey today. Mr. Scrivner has his own Committee on the 
Armed Services, and I know that he has a great deal of experience 
with the problems of veterans. For that reason we are particularly 
happy to have him consent to sit in for Mr. Busbey during these 
hearings. 

URGENCY REQUIRING SUPPLEMENTAL FUNDS 


Mr. Scrivner. I would like to point out one thing: Namely, this 
is not the regular appropriation bill but it is a supplemental, On 


1205 


hearings such as this we always assume that there is an urgency that 
requires the supplemental request. 

I have listened very carefully. Many of the things that have been 
said here I recall were told us back in 1945 and 1946. 

As I have listened I have not heard anything which indicated to me 
that sense of urgency that we normally expect in a request like this 
at this time of the year. 

This law has been in effect for almost 13 years. Employers now 
are well versed on it. 

In the early stages we had some difficulty. Employers didn’t 
understand. They had to be educated. But later on, when they 
finally did learn it, they were quite cooperative in the entire program. 
I assume they are still cooperative. So there shouldn’t be as many 
cases arising now after 13 years’ experience where it would be necessary 
for any Federal agency to step into the picture to iron out problems. 

You have throughout the United States thousands upon thousands 
of American Legion, VFW, DAV, AMVET, and other organizations 
who have service officers, men who live in the local communities who 
are acquainted with the local employers, and many times all that has 
been necessary is for one of those men from one of those veterans’ 
organizations to go down and talk to the employer and explain what 
the law provided and that was the end of it. 

You also have in all the States, State employment agencies, all of 
whom are well versed on this legislation now and all of whom take 
an active part in trying to get these men placed back on the jobs they 
desire. 

In addition to that you have the union organizations who are quite 
well aware of all these laws, who themselves have their setup to take 
care of these varied problems relating to their own members, again 
making it unnecessary for any Federal agency to step into the picture. 

You have, as I recall some of the figures I have seen on military serv- 
ice, a larger proportion of students, none of whom ever intended to 
go back to their jobs in the grocery store because in the passage of 
time they have gained various skills. So that number is limited. 

You have Siausireds of thousands of these young men who when 
they come out of service have been given new skills. That is par- 
ticularly true in the Air Force where they have been given skills that 
will bring them in such a greater rate of pay that they don’t even 
think about going back to the mine, the store, foundry, or any place 
else because they can step out into the new electronic fields and de- 
mand so much more than they ever could before. 

You have a great many more under the present conditions that 
didn’t have any particular employment experience previously. They 
were filling in on a job knowing it would be only a matter of a few 
months before they would be in the armed services, anyway. 

So when you take all of those things into consideration, and in the 
absence of any particular facts here setting up any showing of urgency, 
it is difficult for me to find much ground for your justification for in- 
creased funds, especially to the extent Mr. Budge has pointed out. 

Mr. Larson. I think it is very true that all of these other agencies 
are cooperating in a very splendid way. I think Mr. Salyers’ operation - 
works closely and coordinates with all of these different groups. I 
think what we are up against is an actual fact, however, of the work- 
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load and the backlog which in spite of all of these factors is staring 
us in the face. 

I think it is urgent. 

Mr. Scrivner. In previous years, due to the fact I have had close 
contact with a great number of young men and have been active in 
Legion affairs—I was post commander and post adjutant for years, 
State commander—it became almost automatic that when some veteran 
or some veteran’s son who was then becoming a veteran had problems 
they would turn to me for advice or help. 

In the last 3 years I have not had, so far as I can recall, one single 
solitary problem come across my desk relative to reemployment of 
veterans, and I used to have a lot of them. 

I would take from that that the problems just aren’t as numerous as 
they were for a while back. 

Mr. Larson. Did you glance at the charts showing increase in 
number of actual cases and the increase in the backlog? 

Mr. Bupar. They are set out on page 9 of the justifications. 

Mr. Larson. Yes. Things have reached a point where this back- 
log represents about 6 months of case backlog. I do not think that 
is proper service to these veterans to keep them waiting perhaps as 
long as this to have their cases disposed of, whatever the reason for 
the backlog. 

The change in the employment situation throws a tremendous 
added burden on the veterans’ reemployment rights program. When 
the employment situation was easy people were going about finding 
jobs for themselves and didn’t Hite 5 Ho help. When it tightens up 
a little bit the veterans’ reemployment rights suddenly became im- 
ser and crucial. That accounts for pa ed part of the increased 
work. 

Mr. Dooson. I wanted to make this statement because I have gone 
over these justifications before they came up here. I think it is 
entirely possible that the Bureau of Employment Security people 
could get the idea from the applications that come into the various 
State offices that not many of these people had prework experience. 
But we get back to those boys who had 4, 6, and 8 months who have 
learned the skills you talked about, Mr. Scrivner, who don’t want to 
go back to the drugstore, busboy work or soda jerking. They probably 
record no employment. ; 

One of the reasons for this request is for cases of that kind which 
come to light. They can be referred to Mr. Salyers’ office and he in 
turn can take them up within the time necessary to protect the $26 
a week for 26 weeks which they get under the veterans’ unemploy- 
ment compensation program. 

If they have a job, and they are entitled to that job, and if they 
take that job, then we say payments that they would receive from 
the veterans’ unemployment compensation program would be saved. 

If we have this program of backlog of 6 months we cannot function 
so that we can save those payments of $26 a week for 26 weeks. 

Mr. Bupes. Mr. Fernandez? 


RECENT APPROPRIATION HISTORY 


Mr. Fernanp£z. How much was appropriated for this purpose for 
1954? 
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Mr. Saryers. $300,000. 
Mr. Fernanvez. How much did you request for 1955? $300,000? 
Mr. Satyers. That is correct. 

Mr. Fernanpsz. You requested no increase at that time? 

Mr. Satyrers. No, sir. 


EXPLANATION OF BUREAU’S BASIC WORK 


Mr. FerNaND£z. Suppose a group of 20 soldiers are released today. 
What is the first step you take? 

Mr. Satyers. With respect to that group of 20? 

Mr. Fernanpez. Yes. 

Mr. Satyers. Possibly the first contact we might have with them 
might be after they come out of the separation center. As they come 
through the separation center they have an explanation of these vari- 
ous things. We might get a referral from the separation center. 
Maybe 1 out of 20 or perhaps none out of the 20 would inquire. 

Mr. Fernanpez. At the time they come to the separation center 
they are given information as to their right to apply for their job if 
they had one? 

Mr. Satyers. That is right. 

Mr. Frernanpez. How do they go about it? 

Mr. Sayers. They are given the general information. 

Mr. Fernanpez. Which you have supplied to them? 

Mr. SatyeErs. Yes, sir. 

Mr. Fernanpez. Go ahead. 

Mr. Satyers. When they get back home some of them may want 
to go back to their jobs, some may not. Some of them may do exactly 
as Mr. Scrivner says. They may go to the Legion service officer, go 
to the local employment office, go to the county service officer if they 
have one. 

Mr. Frernanpez. I want to know what you are doing. What is 
the first step you take with regard to the 20 people? They come to 
the separation center and some may be referred to you. Is that your 
first step, taking those referrals? 

Mr. Satyrers. We do nothing about them except to provide informa- 
tion to be given them at the separation center unless they come to us 
either because one of these other agencies sends them—there is a 
question and answer book we supply to the agency. The man is 
told the answer to his question is not in the book. Then they say 
“We will refer you to the Veterans’ Reemployment Rights Office.” 

Mr. FerNaNpeEz. You said at the separation center some will be 
referred to you. Will you explain what you mean by that? 

Mr. Satyers. As these men come through the separation center 
they are told about these different rights and benefits. At that point, 
through the personnel of the separation center, if a man wants more 
information on his employment rights, they send him to us. 

Mr. Frernanpez. Then they may come to you? 

Mr. Satyers. They never may come to us. We send them a form 
letter and give them the information they want. 

Mr. FerNAaNnpEz. When you say “they send them to us” you mean 
it is referred to you? 

Mr. Satyers. Yes. 
Mr. Fernanpez. Then you do what? 
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Mr. Satyers. Depending on what the man wants we send him some 
questions from the handbook. If he says he wants information on 
seniority we send him the seniority chapter. 

We say “Take this to your employer.”’ If the employer takes him 

ack, we don’t hear from him again, and we never have a case. 

Mr. FEeRNANDEz. On page 9 you have these matters divided into 
three classes: inquiries, problems, cases. 

Mr. Satyers. Yes, sir. 

. Fernanpez. Into which of those three will that fall? 

. Satyers. Inquiry. 

. Fernanpez. You have over 2,000 of those? 

. Satyers. Yes. 

. Fernanpez. What else do you do? 

. Satyers. Then he may go to his employer. His employer 
says, “I know you left me. I don’t believe I have to take you back.” 

At that point we may hear from the employer, we may hear from the 
man himself, we may hear from the union. 

Here is a situation. Is this individual under these circumstances 
entitled to go back to his job? I won’t give you, the name. 

Mr. Fernanpez. That is classified under incuiries? 

Mr. Satyers. No, sir. It is classified as a problem if it requires 
individual handling. We may not know about one of the problems 
involved. It may be an employer with 5 or 6 questions. 

I want to mention at this point that employers and labor organiza- 
tions run into complex problems when it comes to slotting back these 
people. And we may hear from the union. e 

Mr. FerNanpez. Suppose this man we are talking about did have a 
job before he went into the service, and then when he claimed it they 
didn’t give it back to him? He calls on you? 

Mr. Sayers. Yes, sir. Suppose this same man writes to us, comes 
in to see us. Or he may go into the county service officer’s office. 
He says “The employer won’t take me back. I am supposed to get 
it back.”” Or he may say “He is willing to pay me 90 cents and I am 
entitled to $1.15." 

The county service office may write a letter to our field office, or 
the man himself may do it, and if the man says “I want you to take 
it up with my employer and negotiate a settlement,” then that becomes 
a case where there are two or more parties involved. 

Mr. FerNanpez. So the same individual may put an inquiry to 
you, and then it may develop into a problem because aoesi hans 
requested assistance? 

Mr. Satyers. That is right. 

Mr. Fernanpez. Then he may not get the proper results and it 
then becomes a case? 

Mr. Satyers. It is possible. 

Mr. Larson. I don’t suppose it would be pending in all three. 

Mr. Frernanvez. But the same person could be in these figures all 
three times? 

Mr. Larson. No, sir; this is a pending figure. It would not be 
pending as all three at the same time. 

Mr. Frernanpez. These are just pending figures? 

Mr. Larson. That is right. 

Mr. Frernanvez. In the current figures at 1 time or another the 
same person is pending at 1 time or another all 3 times? 
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Mr. Satyers. It could but it doesn’t necessarily. 
Mr. Fernanvez. At this moment probably not. But at one time 
or another it is pending in all three of them? 

Mr. SatyeErs. No, sir; not necessarily. 

Take on that inquiry figure—— 

Mr. FrerNANpDeEz. It is not important. Let us pass it up. 

Mr. Satyers. The purpose of this thing is a screening process. If 
we can get by with sending a man a form letter or a folder that is all 
we want to do with it. That takes care of it many times. 

If we can get by with handling a problem or an employer or a union 
without getting into complications of holding a meeting, and that sort 
of thing—— 

Mr. FeRNANDEz. From the time you receive the request and the 
time you send him the pamphlet or information it is a pending case 
under the inquiries classification? 

Mr. Satyers. No, only to the time we answer it. 

Mr. Fernanpez. That is what I say. From the time you have the 
inquiry and the time vou send the pamphlet it is a pending inquiry? 

Mr. Satyers. That is right. 

Mr. Fernanpez. You have a little over 2,000 of those pending at 
the time these figures were compiled? 

Mr. Sayers. Yes. 

Mr. Fernanpez. Assuming that person did not have employment 
rights before, then you still consider it is your duty to find him a job? 

Mr. Sayers. No, sir. 

Mr. Fernanpez. None whatsoever? 

Mr. Satyers. No, sir. 

Mr. Fernanpez. Is it not a fact that the largest proportion of them 
now as compared to 2 and 3 years ago are boys who did not have a job 
before, such as my boy who may be discharged most any day now but 
didn’t have a job before, where shortly after the Second World War 
and the Korean War they were older men who were taken off a job? 
Does that make a difference? 

Mr. Sayers. Yes, but it also makes a difference in the other 
direction. Sometimes the man who left the least desirable job has 
a little more difficult time getting another job. 

Mr. Scrivner is absolutely right when he says an engineer or an 
electronics man can get a job. But if he didn’t get some skill like 
that he may have to go back and-start about where he was. Many 
times the best place to do that is with his old employer. 

Mr. Farnanpez. That is all, Mr. Chairman. 


URGENCY OF REQUEST 


Mr. Scrivner. There has been no change in any of the basic laws 
since you prepared your original estimate for 1955, has there? 

Mr. Satyers. No, sir. 

Mr. Scrivner. You usually assume something like that has 
happened when you come up on a deficiency or supplemental. 

I have listened again during the period you were talking to Mr. 
Fernandez, and I still haven’t heard anything that points up the 
urgency of such a great nature that you will have to jump your 
number of employees which has carried this program along now for 
the last 3 vears from 41 to 65, which is almost a 60 percent increase 
in the number of employees. 
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Mr. Satyers. It is hardly 60 percent. 

Mr. Scrivner. You have 41 and you are asking for 24 additional? 

Mr. Satyers. That is right. 

Mr. Scrivner. Plus the fact that your request shows almost a 40 
ercent increase in travel. I have listened carefully, and I have not 
eard a word that has been said which could call for any additional 

travel of 40 percent. 

You have an 18 percent increase in your communication. 

You have a thousand percent increase in taxes and assessments. | 
assume these will be temporary employees who will be on social se- 
curity rather than civil service? 

Mr. Dopson. We have a statement on page 11 which gives a brief 
statement of how we arrived at the amount for travel, communica- 
tion, and those items. 

Mr. Scrivner. It is up to those who come up before us for addi- 
tional funds to satisfactorily prove their case. We are comparable to 
a court or jury. Those appearing before us have the burden of proof. 

You come up with 10 people on the other side of the table. It is 
up to you to prove the urgency of your case. 

Mr. Bunge. Mr. Dodson, you will agree that this is hardly in the 
nature of a supplemental request. at you are asking the com- 
mittee to do here is to go back and open up the original hearings on 
which your own budget was based. 

Mr. Dopson. To me it is a supplemental, sir. Things have taken 
place since we prepared the original estimate a year ago. 

Mr. Buper. Mr. Salyers said this condition had existed for some 
3 years. 

Mr. Dopson. It is gradually getting to the point where, as you look 
at these charts, our backlog is getting so bad, and chart 2 shows if we 
do not get additional staff where we will be with pending cases, prob- 
lems, and inquiries. 

Then the other part of that chart shows where we will be if we get 
the additional staff. 

This is the kind of program which has a workload which I term 
uncontrollable. 

Mr. Bupeer. It is something which should have been in the regular 
bill. Under our procedure we cannot go back into the merits of all 
of the programs a second time within a period of only 4 months. 

As Mr. Scrivner pointed out a supplemental is intended for a situa- 
tion of urgency about which you knew nothing at the time you pre- 
pared the budget. You cannot say that for this situation. 

Mr. Dopson. There has been this tightening up of the labor 
market which has had something to do with this supplemental re- 
quest. I do believe a supplemental of this nature which comes up 
before Congress at this time is the Budget’s and the President’s 
second look at the program. I look at it as being an opening up of 
the previously approved budget request. 

r. Scrtvner. These 25 will be all new people, won’t they? It 
would take some time for you to break them in and train them so they 
would not be working with the same experience that your old experi- 
enced employees were? 

Have you given thought to the matter of perhaps having the 41, 
who are now regular staff employees who know this thing inside and 
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out, having those people put in overtime? An old employee can 
perhaps handle 4 cases where the new one handles 1. 

Mr. Dopson. Fourteen of these people are for the clerical and steno- 
graphic type people. You can train those people easily. 

On the 10 who handled cases and problems it would take a longer 
time to break them in. But we could get under way and get some 
results from additional funds immediately. A good bit of the backlog 
is stenographic and clerical. 

Mr. Scrivner. Maybe that is the answer to many of your problems. 
Get this paperwork out of the way. 

Mr. Dopson. Our request is preponderantly on the side of the 
clerical staff. 

Mr. Fernanpez. The increase in amount is 40 percent? 

Mr. Dopson. Yes, sir. 

Mr. FerNAnpeEz. And the increase in jobs is 60 percent? 

Mr. Dopson. Yes. 

Mr. Scrivner. It doesn’t show increase in workload as that much. 

Mr. Dopson. This is an extract from an interview. We ask people 
when they leave how they felt about their job and would they give 
us shortcomings as well as strong points they experience while working 
for us. 

This young person was a GS-4, clerk-stenographer. She says: 

I have worked for two other Government agencies prior to working for the 
Department of Labor. 

I worked for the Dependents’ Benefits Section, Bureau of Naval Personnel, 
Arlington, Va. (Navy Annex Building), whose function was to handle the many 
claims of servicemen and their dependents. This is also an important issue, but 
surely not any more so than the reemployment rights issue—and yet, at that 
time, the Bureau of Naval Personnel, Dependents’ Benefits Section, was ade- 
quately staffed so that these servicemen and their dependents, in most instances, 
received prompt attention. There were enough lawyers and stenographers so 
that no one was kept waiting. 

I then worked for the Procurement Section of the Frankford Arsenal in Phila- 
delphia, Pa., where we negotiated with contractors, handled sealed bids, et 
cetera. Here, the situetion was similar to my former position inasmuch as there 
were enough negotiators and stenographers so that no one was kept waiting. 

Mr. Scrivner. What is the point you want to make? 

Mr. Dopson (reading): 


In a Bureau such as BVRR there is too much to be done by so little help. 


This is a GS-4. I don’t know who she is. 

Mr. Larson. I think that covers it. We are waiting 6 months here 
before we can reach these cases. That is the emergency. 

If you look at chart No. 2, the thing is as graphic as it can be. 
Here is this enormous backlog of pending cases. By virtue of this 
supplemental it could be brought down to an efficient and businesslike 
size with the job being done as these people deserve to have it done. 

Mr. Sayers. I would like to say three things: 

One, these same veterans’ organizations, employment offices, and 
service officers that Mr. Scrivner mentioned do help us. They are of 
tremendous help. They also send us a good many cases which they 
are not prepared to handle. 

Second, what we intend to do with any supplemental funds we might 
get is to work on this backlog of cases. There is no way you can short- 
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cut it except to get people who can meet with employers, the labor 
organizations, write letters, and handle it. 
ird, what we have had here is a steady increase in the backlog. 
I think it will continue. 
I appreciate very much the courtesy you folks have extended and 
the opportunity to present this to you. 
Mr. BupeGr. Thank you, Mr. Salyers. 


WeEDNEsDAY, JULY 7, 1954. 


Bureau or Lasor Statistics 


WITNESSES 


EWAN CLAGUE, COMMISSIONER, BUREAU OF LABOR STATISTICS 

HENRY J. FITZGERALD, ASSISTANT COMMISSIONER 

EDWARD M. GORDON, CHIEF OF BRANCH 

WALTER W. SCHNEIDER, DEPARTMENT OF COMMERCE 

ARTHUR LARSON, UNDER SECRETARY OF LABOR 

HARRISON C. HOBART, ASSISTANT SECRETARY OF LABOR 

JAMES E. DODSON, ADMINISTRATIVE ASSISTANT SECRETARY 

V. 5S. HUDSON, ASSISTANT TO THE ADMINISTRATIVE ASSISTANT 
SECRETARY 


COLLECTION AND ANALYSIS OF CONSTRUCTION STATISTICS 


Mr. Bunge. We will proceed with the supplemental request for the 
Bureau of Labor Statistics, contained in House Document 467, which 
will be placed in the record at this point: 


Bureau oF Labor Statistics 
SALARIES AND EXPENSES 


“For an additional amount for ‘Salaries and expenses’, $110,000.” 

Present deta pertaining to the construction industry are inadequate for the 
needs of both the Government and the industry itself. The proposed supple- 
mental appropriations will permit these Departments to expand and augment 
the collection and analysis of information concerning construction activity. This 
program is a coordinated statistical project conducted jointly by the Departments 
of Commerce and Labor. 


Mr. Cracur. I have a written statement which I would like to 
submit for the record, Mr. Chairman. With your permission I would 
like to make several oral statements in justification of this request. 

Mr. Bupeer. Without objection the written statement will be in- 
serted in the record. 

PREPARED STATEMENT 


The Bureau of Labor Statistics is requesting a supplemental appropriation of 
$110,000 for fiscal year 1955 to een for urgently needed additions to its 
construction statistics program. It has been considered necessary to request 
this increase at this time, because the construction industry has assumed a 
central role in our economy and in our thinking about the maintenance of pros- 
perity and stability of employment. The construction industry is leading all 
other sectors of our economy. Despite some weakness in other activities, con- 
struction work has continued to expand and the indications are that it will break 
all records in 1954. 
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Intelligent public policy directed toward strengthening the American economy 
and maintaining construction activity at high levels, requires full and accurate 
information on how the industry operates, and how it is affected by Government 
fiscal, credit and public works policies and changes in public demand. 

Unfortunately, the basic public policy statistics on construction are woefully 
incomplete and inadequate. The need to correct some of the more obvious 
deficiencies has become so urgent that the Departments of Labor and Commerce 
have felt compelled to request additional funds, in order that some of the most 
serious gaps in their joint construction statistics program may be filled as quickly 
as possible. 

You may recall that this Congress approved $95,000 for the improvement of 
our residential housing starts series. This work was carried out successfully 
during the fiscal year just ended and the first report of the new series will be 
published in about 2 weeks. 

I would like to emphasize that the requests which we are now presenting have 
resulted from long and careful study of the problem of construction statistics and 
have been most closely scrutinized by industry advisory groups to both the 
Department of Commerce and the Department of Labor. Our own Business 
Research Advisory Committee has endorsed the projects under consideration. 
Moreover, the United States Chamber of Commerce has gone officially on record 
in support of these proposals, and has instructed its Washington officials to make 
such representation to Congress as may be appropriate regarding its concern over 
the need for improved construction statistics. 

The request by the Bureau of Labor Statistics provides for the initiation of 
work in the following three areas: 


I. LABOR REQUIREMENTS FOR CONSTRUCTION 


Upwards of 314 million workers are currently employed on construction sites in 
this country. Many thoysands of these are working on projects for Federal, 
State and local government agencies. Many more thousands may be employed 
in the future as construction activity expands to meet the needs of our increasing 
population and higher living standards. In the event of a national emergency, 
whether brought about by an economic recession or enemy attack, the Federal 
Government will find it necessary to give most careful consideration to the plan- 
ning of public works programs. Such planning will require careful calculation 
as to how much and what kinds of manpower will be required to carry out essential 
construction or how much employment will be generated by an expanded con- 
struction program. The analysis of labor requirements for specified construction 
projects or programs is made by the application of labor-value ratios obtained by 
examining payrolls for typical construction projects. The Bureau of Labor 
Statistics has collected such information in the past, but most of these estimating 
ratios are now upwards of 20 years old and are obsolete because of the many 
changes in materials and methods that have occurred in construction practices 
during the past decade. If effective use is to be made of public works for employ- 
ment stabilization, we must have up-to-date data for estimating the employment 
effects of various types of construction programs. 

The project as here proposed will provide for the initiation of an annual survey 
program, designed to furnish employment factors for all important classes of 
construction. It is proposed that the various types of construction be surveyed 
on a 5-year cycle, so that each labor cost factor will be restudied every 5 years. 


Il. ANNUAL SURVEY OF RESIDENTIAL BUILDERS 


In terms of number of firms, dollar volume of activity and volume of employ- 
ment, the residential building industry is probably the largest single-product 
industry in the United States. The welfare of the residential builders is therefore 
very important, not only in relation to their capacity to produce needed housing, 
but in their role as employers of labor and buyers of industrial products. It is 
generally believed that the house building industry has been changing character 
rapidly since the end of the war. The unexpectedly high rate of family growth, 
population shifts, changes in patterns of consumer buying, changes in the supply 
of credit and in interest rates and many other factors have affected the structure 
of the industry. Very little factual information is available, however, as to the 
current status of the residential building industry, especially as regards the num- 
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ber of building firms, their relative size in terms of number of houses built per 
year, other business activities, methods of operation and financing, and other 
data bearing on their ability to produce good eect ats at a reasonable cost to the 
buyer and at a fair profit. 

“hese are facts which should be available to guide the Government in the formy- 
lation of credit policies, housing programs and various business aids. Private 
financial institutions, and building materials producers require this information 
in order to render their services most effectively to the industry and thereby to 
the economy as a whole. : 

For an adequate set of measure of the residential builders’ operations, it js 
necessary to establish data trends which will show, from year to year, the direction 
in which the industry is moving. This can be done by means of an annual sur- 
vey of the activities of a representative group of builders. This program would 
involve direct interviews with about 5,000 builders, who would be asked for such 
information as: 


Number of houses built in previous year; 

Number planned for current year; 

Types of housing units built (single family, apartment) ; 

Other businesses (real estate, retail lumber, ete.) ; 

Type of market served (low income, luxury, etc.); 

Volume of land holdings; 

Method of financing (FHA, VA loans or other); and 

Sales experience (average time elapsing between completion and sale of houses). 


With these and related data, it will be possible to find out what changes are occur- 
ring in the structure of the house building industry, whether small builders or 
builders in small communities are handicapped by inadequate credit facilities 
whether fundamental changes in the housing market are foretold by builders’ sales 
experience and their commitments for future land development, and many other 
facts of vital importance to Government, industry, and prospective home buyers. 


Ill, FEDERAL EXPENDITURES FOR ALTERATIONS AND REPAIRS 


As a part of the combined supplemental program, the Department of Commerce 
is requesting funds for the collection of data on private expenditures for building 
alterations and repairs. Im order to round out the picture on this extremely 
important segment of construction, it is necessary that comparable information 
be assembled regarding expenditures by the Federal Government. Such informa- 
tion is available in the various agencies now reporting new construction deta to 
the BLS. The small amount requested is to provide for the clerical and tabulating 
costs of assembling and analyzing these data. 


GENERAL STATEMENT 


Mr. Craauz. This is a supplemental request for $110,000, which 
is po of a joint request of the Departments of Commerce and Labor. 

would like to emphasize to the committee this is a situation 
where two agencies are operating in this field with no duplication, 
with effective coordination, and excellent cooperation. Every month 
we publish a joint release on expenditures and construction statistics 
and I think we represent an illustration of cooperation among agencies 
of the Government. 

I would like to say something about the construction industry. 
It makes up about 10 percent of the total output of the American 
economy. It has an excellent record in 1954, offsetting business 
declines occurring elsewhere. 

One of our series in this field is the statistics of housing starts, 
which, as you will recall, you gave us $95,000 for last year. That 
revision is completed and it will be issued in the next few weeks. 

This will provide greatly improved accurate statistics of housing 
starts. 
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Another series is the expenditures each month—dollar volume of 
construction put in place. That is done jointly by ourselves and the 
Department of Commerce. 

We issued recently a release revising those figures upward to 
$36 billion for 1954. 

In terms of employment, 3,500,000 are involved directly and 
4,000,000 otherwise, making a total of 7% million. 

It is an industry where comparatively little is known about the 
structure of the industry, i. e., number of builders, the size of the 
building they do, and so forth. Part of this request is to supply 
some information concerning that. 

We in the Bureau of Labor Statistics are presenting to you today 
three proposals. One is estimate of labor requirements at tha site 
of construction for specific projects. For example, this means three 
things. First is the man-years of employment per million dollars of 
construction. 

If we take a given construction program, we would then be able 
to convert that into the number of man-years of employment that 
would be created by that construction program. 

Second is the timing, or the months in which those man-years 
would occur, in other words, the beginning, the rise, and the leveling- 
off of employment. 

The third would be the occupational distribution of the labor, that 
is, the different types of skilled labor which come on to the project. 

I would like to cite three illustrations which just recently have come 
to our door and which we have been performing on as best we can. 

We have been asked to estimate the labor requirements at the site 
of construction on the shelf of public works which already have been 
authorized. We have reluctantly supplied information on this point 
because our knowledge of these conversion factors—converting dollars 
into amount of labor—is based in large part on prewar technology. 
There have been many changes in the building industry since that 
time. 

There is another illustration. We have been asked by the Council 
of Economic Advisers to estimate the number of workers on construc- 
tion planned for the current year. This is actual construction under- 
way. The first illustration was the shelf of public works construction 
authorized. 

A third illustration, the Corps of Engineers asked us to supply the 
labor requirements on the St. Lawrence project. They in turn have 
passed this out to the New York Power Authority in order that they 
may make estimates of housing requirements for workers on that 
project. 

r would emphasize with respect to all three, Mr. Chairman, that 
these estimates were reluctantly given. Our conversion factors are 
not up to date. We are using prewar conversion factors in many in- 
stances. 

The second proposal we have is a survey of sample of builders, large, 
medium, and small. This last was done in 1949 by the Bureau of 
Labor Statistics. This was to find out the number of builders building 
1 home, 2 to 4, 5 to 9, and so on. It was also to find out some of the 
builders’ problems. 
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As a matter of fact, we believe certain statistics regularly obtained 
from builders would enable us to estimate future construction more 
effectively than we now do. 

At the present time, the housing starts is the best estimate we hay. 
of future construction. That occurs only when the house itself 
actually is started—when the foundation is built. 

The estimated dollar volume of construction put in place is the eur- 
rent volume of construction in this particular month estimated })\ 
these normal patterns. 

Finally, of course, if we had the builder’s own estimate of his future 
plans for the year we would have perhaps a 6 months’ lead on con- 
struction in home building. 

The third project is a small one in connection with alterations and 
repairs. Most of this is to be done by the Commerce Department. 
No one knows the exact extent to which alterations and repairs make 
up the construction industry. We have some very crude estimates 
on it but the amount of home repairing done by citizens themselves 
is very inadequately covered at present. We are asking a small 
amount of money here for obtaining alterations and repairs figures 
from Federal agencies only, that is, those which are handled in the 
Federal Government. 

Our emphasis heretofore has been on new construction. We gather 
figures on new Federal construction but not alterations and repairs. 

This, Mr. Chairman, sums up the three proposals we have brouglit 
before you today. 


COMPARISON WITH ORIGINAL 1955 BUDGET 


Mr. Bupae. Mr. Clague, looking at the original budget presenta- 
tion, on page 40, of the committee print I notice you gave the com- 
mittee a figure of $301,881 as the estimated need for this activity for 
fiscal year 1955, which was a cut of some sixty-two and a half thousand 
dollars from the 1954 figure. Now you are asking the committee for 
an additional $110,000. 

What has happened since you made the original presentation to 
cause a need for such an increase? 

Mr. Ciacur. The answer there comes from the Government’s con- 
cern about the place of construction in any kind of recession activity. 

As I indicated from my illustrations here, the question has come 
up as to when, where, and how public works might be used to meet 
any problems of unemployment that might arise. In that connec- 
tion, a request which comes to us immediately is how much labor 
and what kinds of labor will be involved in this sort of construction. 

We are the only agency in Government which makes this kind of 
conversion and attempts to answer that question. That is why they 
all come to us. This coming to us now has arisen particularly since 
the beginning of this year. It was not present at the time we pre- 
sented our original request. 


RELATIONSHIP TO REQUEST FOR DEPARTMENT OF COMMERCE 


Mr. Buper. What would happen to your program if the $1 million 
which you mention was not appropriated to the Department of Com- 
merce? 
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Mr. Ciacue. There would be no point in the third item I men- 
tioned, the approximately $5,000 on alterations and repairs. They 
have the larger amount of that program. We have a small item for 
handling Federal construction which is our field. 

The other two items could be considered independently. The 
labor requirements item is quite independent of the Department of 
Commerce. It relates to our own work, translating the volume of 
different kinds of construction into labor requirements. 

The builders’ survey relates to home building which is our responsi- 
bility. These are home builders. Therefore, it, too, is an item which 
could be considered separately. 

Mr. Bupes. The cooperative program relates just to item No. 3 
in which you play a small part. Is that right? 

Mr. Criacvue. Yes, sir; but the whole thing was drawn up with a 
view to improving the fundamental statistics of construction and our 
part of it is related to the things which we ourselves would do. 

I should explain also that in the Department of Commerce part of 
it they are planning to use us for certain field work on parts of their 
program. We are not presenting that money to you here today 
because they will do that. It is cooperative in that sense, too, that 
the two agencies work closely together both in collection and in the 
presentation of figures. The whole program was drawn up together. 

I can say, however, that we think our two projects are valuable in 
and of themselves. I do earnestly believe that our estimates on 
manpower requirements, for example, for construction can save the 
Government many millions of dollars in actual construction which 
they spend. 

Mr. Scrivner. How? 

Mr. Cracur. Making better estimates of the manpower that will 
be required, the time, housing that will be required for construction 
workers if it is in out-of-the-way places, and, incidentally, on decisions 
as to whether they will decide on the construction or not. It makes 
a big difference as to the type of construction which is undertaken and 
the kind of manpower that would fit into it. There is no point in 
starting a construction project which would make a high call on 
highly skilled labor which might be scarce, anyhow. If there is unem- 
ployment in a given community and there is an attempt to put in 
publie works, you want the type of public works that would more 
nearly use the kind of employees that are available. 


CHANGES IN THE BUILDING TRADE 


Mr. Scrivner. In your statement you say: ‘We generally believe 
the building industry has changed rapidly since the end of the war.”’ 
Don’t you know that that statement is true? In any Sunday paper 
you can read the articles on construction and readily see there have 
een a Jot of changes which have taken place. 

Mr. Ciacusr. There have been technical changes, some of which 
affect the work we do. Some of that, Mr. Scrivner, relates to the 
question of the kind of organization of the building industry which 
exists. 

In 1949 about two-thirds of all the builders who actually did build- 
ing were homeowners building their own buildings, 266,000 of them. 
There were 120,000 operating builders, some of them being small. 
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Our impression is that there has been a considerable change in builders’ 
operations since the growth of apartment buildings and now there 
is much more concentration in the larger builders. The question is 
whether the smaller builders have the right kind of credit. facilities 
whether there is any way in which they can be further helped by any 


kind of Federal policy. 


CURRENTLY AVAILABLE STATISTICS 


Mr. Scrivner. You say, “Very little factual information was 
obtainable as to the current status of the residential building indus- 
try.’ That sounds strange because the builders have their own 
associations. At least once a month they have statistics showing 
the number of new starts throughout the country. Somebody 
must have that information. Only yesterday I read an Associated 
Press story going into great detail about the construction program. 

Mr. Ciaaur. Those are our figures. 

Mr. Scrivner. Then you are able to get them? 

Mr. Yes. 

Mr. Scrivner. I don’t know the names of all the associations, but 
as many as there are, they can give you figures on the residential 
building industry, judging from the mail I get. 

Mr. CLiaGue. Some representatives of the industry are very much 
interested in this. The United States Chamber of Commerce building 
committee has passed a resolution supporting a general program of 
this sort for the improvement of these statistics, feeling they do not 
have information on certain aspects of building that are very desirable. 

I might cite the fact 

Mr. Scrivner. And these other items you show here on page 3, the 
housing starts, certainly the industry has information available to 
know that? 

Mr. CLacur. We would get this from the industry. All of this 
would be obtained from a sample of the industry. That is the source 
of our information. 

Mr. Scrivner. Haven’t you been doing that right along? 

Mr. Cracue. No. 

an ean Where do you get these statistics I have been 
reading 

Mr. Cracue. The housing starts come from building-permit data 
reported by local authorities, plus some fieldwork we do in certain 
counties whee they are building. 


REINSTITUTION OF ANNUAL SURVEY PROGRAM 


Mr. Scrtvner. One other thing you say on page 2, “The project 
as here proposed will provide for the initiation of an annual survey 
program.” In other words, that is a new program you are proposing 
to start with supplemental funds? 

Mr. Cracur. It is a program we have done over a period of years 
which has been in abeyance during the wartime palin. 

Mr. Scrivner. How can it be an initiation if it already has been 
done? Initiation to me means new. 

Mr. Ciacur. The answer is that it is new in the sense we would 
like to get some new factors for making these conversions of manpower 
requirements. 
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Mr. Scrivner. It still doesn’t fit in with your statement of initia- 
tion of an annual survey program. It can’t be old and new at the 
same time. 

Mr. CiaGcupr. We are trying to do it now as best we can. We are 
not doing it adequately; it ought to be done better; and initiation 
means we would like to start a program of putting it on a modern 
basis. 


CHANGE SINCE ORIGINAL SUBMISSION 


Mr. Scrivner. That isn’t what you state here at all. This is a 
supplemental justification. It is supposed to call for something that 
is urgent and something that has changed from the time you made 
your original request. 

Mr. Cuiacur. It qualifies on that basis, Mr. Scrivner. There has 
been a change in the situation. 

Mr. Scrivner. In the last 90 days? 

Mr. Ciacur. When we presented our original request—— 

Mr. Scrivner. I am talking about when you presented it to the 
Congress. There hasn’t been much change in that time? 

Mr. Ciacur. No; but we presented our budget to the Bureau of 
the Budget in the preceding October, which comes out to you in 
December. Since that period of time this emphasis on construction 
and its importance in the form of manpower came up. 

Better and more effective estimates would be available next spring 
for consideration by the Congress and the administration when some 
of these items will reach the Congress. 


STATISTICS ON ALTERATIONS AND REPAIRS 


Mr. Scrivner. What is new about Federal expenditures for altera- 
tions and repairs? You say in order to round out the picture of this 
extremely important segment of construction it is necessary that 
comparable information be assembled regarding expenditures by the 
Federal Government. 

Mr. Criaaue. On alterations and repairs, the Department of 
Commerce now makes rough estimates as to the dollar volume of 
alterations and repairs. It is skimpy information which is considered 
so inadequate there is question raised about whether it should be 
published 

Mr. Scrivner. Which Government agency will have more to do 
with alterations and repairs, outside of the military, than any other? 
It would be General Services, would it not? 

Mr. Crague. This is not the Federal Government’s interest in 
alterations and repairs but statistics of alterations and repairs for the 
judgment of the Council of Economic Advisers. 

Mr. Scrivner. The first statement under paragraph 3, page 4, 
states “‘As part of the combined supplemental program the Penare. 
ment of Commerce is requesting funds for the collection of data on 
private expenditures for building, alterations, and repairs.” 

Mr. Yes. 

Mr. Scrivner. They are talking about private construction? 

Mr. Yes. 

Mr. Scrivner. The next sentence states ‘In order to round out the 
picture on this extremely important segment of construction,’’ and 
we are talking about alterations and repairs, “it is necessary that com- 
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— information be assembled regarding expenditures by the 
ederal Government.” Are those expenditures for alterations ani 
repairs? 

Mr. Yes. 

Mr. Scrivner. All right. I go back now to the question I asked 
you a while ago. Outside of the military, what one Government 
agency would have more to do than any other with alterations and 
repairs? Wouldn’t it be General Services? 

Mr. Yes. 

Mr. Scrivner. How long will it take to get information from 
General Services? One telephone call? 

Mr. Ciacur. No, Mr. Scrivner. I misunderstood your question. 
We collect information on new construction from 25 to 30 different 
Federal agencies. For instance, the Bureau of Public Roads, Bureau 
of Reclamation, all Federal agencies report to the Bureau of Labor 
Statistics the dollar volume of new construction. This is simply to 
add to that. There is a reporting system which is operating now. 

Mr. Scrivner. The one agency that would have the most would 
be General Services? 

Mr. Cracur. That is construction for the Federal Government as 
such. You have some Federal agencies like Public Roads which have 
types of construction which are not related directly to the Govern- 
ment. They give contractors contracts and have them do the work. 
Mr. Dopson. There is only $5,000 in this estimate. 

Mr. Scrivner. I understand that. I want it clear in my mind. 
Mr. Bunge. Mr. Fogarty? 


REPAIRS AND ALTERATIONS, DEPARTMENT OF LABOR BUILDING 


Mr. Fogarty. On these Federal repairs and alterations, Mr. 
Clague, taking for instance the Department of Labor, suppose they 
wanted to make some alterations in the building. What steps do 
they take? ; 

Mr. Cuacus. I will have to ask Mr. Dodson to handle that. That 
is in charge of General Services. Mr. Dodson would go to them and 
ask them to make it. I certainly would call for General Services to 
give us their figures. 

Mr. Focarty. Would it be difficult to get the amount of the cost 
of alterations and repairs for the last 18 months? 

Mr. Ciacus. No. It would be a matter of going to the records 
and finding out how much that is. 

Mr. Fogarty. Would you get that and supply it for the record, 
a with a description of the alterations and repairs that have been 
made? 

Mr. Certainly. 

Mr. Fogarty. Thank you. 

(The information submitted is as follows:) 

GSA advises that their accounting records do not show the alteration costs for 
the Labor Department Building. GSA estimates normal maintenance and repair 
costs amounted to $33,000 for the past 18 months. In addition, the Department 
of Labor has spent $5,115 on alterations and repairs. 

Mr. Buper. Mr. Fernandez? 
Mr. Fernanvez. No questions. 
Mr. Bupcs. Thank you very much, Mr. Clague. 
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Lerrer From Nationau Association or Home Buiipers 


Mr. Buper. The committee is in receipt of a communication from 
the National Association of Home Builders of the United States in 
support of the supplemental budget for the Bureau of Labor Statistics 
on construction statistics, which we have just considered. The letter 
will be made a part of the record at this point: 


NATIONAL ASSOCIATION OF BUILDERS OF THE UNITED SraTeEs, 
Washington, D. C., July 8, 1954. 
Hon. JoHN TaBeEr, 
Chairman, House Appropriations Committee, 
House Office Building, Washington, D. C. 


DeaR CoNGRESSMAN TABER: It is my understanding that a subcommittee of 
the House Appropriations Committee is now considering a supplemental budget 
request for the Bureau of Labor Statistics as well as the Department of Commerce 
to provide for further information and improvement in the construction statistics 
assembled by these agencies. I wish to bring to your attention the complete 
support of the home building industry for this appropriation request. 

As you know, home building is the largest single segment of the construction 
industry, which itself in some respects is now the largest industry in the Nation. 
_ Statistics on construction are generally far from being complete or adequate to 
form the basic policy and business judgments necessury for future programing of 
construction. I would assume that this is of as vital concern to the Government 
as it is to private industry. 

With a few exceptions, the statistics gathered by the Department of Commerce 
and the Bureau of Labor Statistics form the backbone of knowledge used today 
by the construction industry. Therefore, any improvement and increase in their 
overall usefulness is extremely valuable to the general economic welfare of the 
industry, its labor force, and the tax-paying public. In this instance, I believe 
the request is directed toward additional work in the fields of labor requirements 
for construction, the well being of the residential building industry, and the in- 
creasingly imporvant alteration and repair market. 

We certainly believe that in this instance the supplemental budget request is 
meritorious and warrants approval of your committee and subcommittee. Ac- 
cordingly, we urge that approval be given to this request and, on behalf of the 
home building industry, may I state that you have our complete support and 
pledge of cooperation in obtaining the invaluable resulis that I know will be forth- 
coming from this effort. 

Sincerely, 
Joun M. DickeRMAN, 
Executive Director. 
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MENT 

EUGENE LOVE, CHIEF, ESTIMATES AND EXPENDITURES DIVISION 

DON LARIN, CHIEF, FARM PLACEMENT SERVICE 

ARTHUR LARSON, UNDER SECRETARY, DEPARTMENT OF LABOR 

JAMES E, DODSON, ADMINISTRATIVE ASSISTANT SECRETARY 

V. 8S. HUDSON, ASSISTANT ADMINISTRATIVE ASSISTANT SECRE- 

TARY 


SALARIES AND GRANTS TO States, UNEMPLOYMENT Com- 
PENSATION FOR VETERANS, AND Mexican Farm Lapor Program 


Mr. BupGr. Next we have a request for the Bureau of Employment 
Security, Department of Labor contained in House Document No. 438, 
the pertinent parts of which will be placed in the record at this point. 
Bureau or EmMpLoyMent Security 
SALARIES AND EXPENSES 
“For an additional amount for ‘Salaries and expenses’, $90,000.” 


GRANTS TO STATES FOR UNEMPLOYMENT COMPENSATION AND EMPLOYMENT SERVICE 
ADMINISTRATION 


“For an additional amount for ‘Grants to States for unemployment compen- 
sation and employment setvice administration’, $43,000,000; and the limitation 
under this head in the Department of Labor Appropriation Act, 1955, on the amount 
available only to the extent the Secretary finds necessary to meet increased costs of 
administration is increased to ‘$21,000,000’ .”’ 


UNEMPLOYMENT COMPENSATION FOR VETERANS 


“For an additional amount for ‘Unemployment compensation for veterans’, 
$88,400,000.” 

These proposed supplemental appropriations are necessary because of unforeseen 
increases occurring after the budget document was prepared. A proposed supple- 
mental appropriation is necessary for the appropriation “Salaries and expenses” 
to provide for increased Federal activities resulting from the increased. workloads 
described below. 

Increases have occurred in the number of claims for unemployment benefit 
payments and other workloads related to handling such claims. he proposed 
supplemental for ‘‘Grants to States for unemployment compensation and em- 
ployment service administration” is necessary to enable the States to adminisver 
these additional increases in workload. It is also recommended that the amount 
of “contingency funds” included in this appropriation be increased to provide 
$21 million to meet the administrative costs should there occur greater workloads 
than are now foreseen. 

Unemployment compensation payments for veterans had been estimated last 
fall when monthly payments were about $3 million. Monthly payments are 
now running about ATi million and the number of eligible veterans will be sub- 
stantially higher in 1955. 
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SALARIES AND EXPENSES, MEXICAN FARM LABOR PROGRAM 


“For an additional amount for ‘Salaries and expenses, Mexican farm labor 
program’, $350,000.” 

This proposed supplemental appropriation is necessary to enable the Depart- 
ment of Labor to recruit additional Mexican farm laborers to harvest the cotton, 
vegetable, and citrus crops. The recently intensified program of the Immigra- 
tion and Naturalization Service to apprehend and deport aliens is expected to 
curtail the number of Mexican farm laborers employed illegally and increase the 
demand for legally recruited workers. 


Mrs Buper, You may proceed, Mr, Goodwin. 


GENERAL STATEMENT 


Mr. Goopwin. We have before the committee this morning four 
supplemental requests for fiscal year 1955. For “Grants to States’’ 
for unemployment compensation and employment service adminis- 
tration, We are requesting $43 million over the original request of 
$216,400,000. For “unemployment compensation for veterans’’ 
$88.4 million more than the $55.6 million originally estimated will be 
required. For ‘Salaries and expenses, Bureau of Employment 
Security,’’ $90,000 more than the originai request of $4,760,000 will 
be required. 

For the ‘‘Mexican farm labor program’’ we are requesting $350,000 
for increased load due to the drive being made to eliminate wetbacks. 

In preparing the estimates for the “Grants to States’’ request, we 
have taken into consideration savings in the amount of $5,951,000 
which are primarily attributable to a downward change in the State 
salary rate used. 

These requests are wholly or in part related to three factors: 

1. Insured unemployment in the January-June 1954 period is 
exceeding the rate which had previously been estimated last Septem- 
ber for this period so that the workloads originally estimated for fiscal 
year 1955 are now too low. 

2. As I told the committee in March, State studies reported this 
fiscal year indicate that the incidence of improper payments in the 
unemployment insurance program requires intensified remedial 
measures. 

3. The amounts previously requested for the collecting of taxes 
and the auditing of employer tax reports is lower than is believed 
necessary to accurately determine employer tax liability. 


GRANTS TO STATES 


The additional $43 million for ‘Grants to States’? will be required 
primarily because insured unemployment in the January-June 1954 
period is now estimated at a rate of 5.7 percent which is more than 
double the 2.8 percent experience of the January—June 1953 period. 
With insured unemployment currently averaging over 2 million per 
week, it is apparent that barring substantial and at present unforseen 
changes, the average of 1,200,000 per week upon which the original 
budget request was based is too low. There has been a seasonal 
tapering off in the volume of initial claims and of insured unemploy- 
ment in recent weeks but even allowing for further improvement, it 
is certain that fiscal year 1955 will begin with levels of unemployment 
insurance activity greater than were indicated in the original estimate. 
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This request is submitted at the beginning of the fiscal year so that 
funds can be allocated to take care of the workloads which the States 
are already performing. This is a‘workload budget and provides for 
units of work and time to perform these units of work. As I have 
stated, we are entering the year with a higher level of activity than the 
budget provides. If funds are not provided, there can only be one 
result. The time spent on some functions will be cut—some work- 
loads will not be done. But less time spent with claimants has in the 
= meant that facts regarding eligibility are not brought out and 

enefits are paid when not due. Not making placements is costly 
too in terms of wages lost and benefits paid. I hope that the com- 
mittee in considering this request will be conscious of these unseen 
but nevertheless real costs. 

We have been told unofficially that when the conferees discussed 
the size of the contingency fund and the language controlling it in 
connection with our regular appropriation request, there was an under- 
standing that both matters would be affected by decisions on the 
supplementary request. It was agreed that a new look would be taken 
in connection with the later hearings. We believe that the full 
amended request for a base budget of $238,400,000 and a contingency 
fund of $21 million will be needed to service the millions of people 
depending upon the employment security program for income main- 
tenance during times of unemployment and assistance in securing jobs. 

It is important when judging this request to note the stringent reduc- 
tions which occurred in the State agencies during 1954 and some of 
the results. The base appropriation for 1954 which was $10.9 million 
less than 1953 expenditures was to provide for the same workload as 
was accomplished in 1953. When allocations for 1954 were made the 
average salary rate was $118 higher than the average for 1953, result- 
ing in a further cut of $4.7 million. Also it was necessary to allocate 
funds for nonpersonal services at a level of $2.2 million less than the 
States expended in 1953. Asa result the States received $17.8 million 
or 9 percent less for 1954 than would have been required by 1953 per- 
formance standards. In addition, because of the heavy workloads and 
the uncertainty of funds the States reduced the quality of operations 
$10.4 million below the already reduced evel level. By the end 
of 1954 the States were operating at 15 percent below the 1953 quality 
level. We believe that operations in 1954 were below adequate levels 
and that improvement in 1955 is necessary. 

Of the $43 million requested, about 60 percent or $25,564,000 is 
required because of the increase in the number of unemployment 
insurance payments. The direct cost of the greater State unemploy- 
ment insurance workloads is estimated at $19,260,000. Indirect costs 
largely attributable to the higher unemployment insurance workloads 
amounts to $6,304,000 of which $2,677,000 is for nonpersonal services, 
$852,000 is for postage, $1,380,000 for taking more applications for 
work from claimants, and $1,395,000 for housekéeping services such 
as payroll, accounting, and personnel. 


NONPERSONAL SERVICES 


Mr. Scrivner. In connection with your statement relative to 
$6,300,000 you say $2,677,000 is for nonpersonal gervices. What does 
that amount cover? What do you mean by nénpersonal services? 
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Mr. Goopwin. Such items as rent, supplies, printing, travel, and 
that sort of thing. There is a breakdown of it, sir, in the budget 
document. 

Mr. Scrivner. You say you will have a $19 million increase. How 
do you figure $852,000 for postage? How do you compute that 
amount? 

Mr. Goopwtn. This is related to the increase in claims. Postage 
would be principally for the workload on claims activity. 

Mr. ScrIvNER. What is your average postage per claim? 

Mr. Keenan. It is an automatic proposition. 

Mr. Love. There are other items of workload which affect the 
postage cost. This is computed under a formula agreed on with the 
Post ce Department as provided in the Appropriation Act. 

Mr. Scrivner. What is the formula? That is nearly $1 million 
in postage to cover an additional $19 million. 

Mr. Keenan. We can submit the actual formula. 

Mr. Scrivner. That is $19. 

Mr. Larson. $19 million of administrative cost in handling claims, 
sir. 
Mr. Scrivner. It still doesn’t sound reasonable, ratio in postage 
of 1 to 19. 

Mr. Love. Roughly it is about 11 cents per claim and 6 cents 
per placement. Then there is a general cost of about $3,000 a day 
which is to average out all other types of postage. We can give the 
committee the exact figures on it. 

Mr. Scrivner. Then you say $1,380,000 is for taking more ap- 
plications. 

Mr. Goopwin. That is an administrative cost for taking the work 
applications in the local offices. 

Mr. Scrivner. Why isn’t that included in personnel salaries? 

Mr. Goopwin. It is. The figure up above is the unemployment 
insurance workloads, estimated at $19,260,000. 


ADMINISTRATIVE COSTS 


Mr. Scrivner. Then you come to the next item and ask for 
$1,395,000 which includes payroll, accounting, and personnel. 

Mr. Goopwin. I am sorry. I didn’t get your point there. 

Mr. Scrivner. What is the $1,380,000 for? 

Mr. Goopwin. People in the State’s central office needed to handle 
the payroll because of the additional personnel in the local offices. 
We have personnel costs in the local office on the unemployment 
insurance side of $19 million, on the work applications side of 
$1,380,000, and in the State offices, in the State capital, we estimated 
$1,395,000 for the housekeeping functions that will be necessary 
because of the additional people that are on the payroll in the local 
offices. These State office employees will be in the personnel depart- 
ment, accounting department, auditing of travel vouchers, making up 
payrolls, and that type of thing. In other words they handle the 
administrative services. 

When I appeared before this committee in March, I discussed in 
some detail the implications of the studies which the States had 
recently made which indicated that improper payments were occurring 
more frequently than had been reported previously. At that time 
we asked the committee to make available $2.5 million of the con- 
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tingency fund to enable us to do something more about this problem. 
Since we are now submitting a supplemental request, this amount 
has been requested in the base budget rather than the contingency 
fund. In addition to the $2.5 million requested for ‘Grants to 
States,’ we are also requesting a small amount in the “Salaries and 
expenses”’ appropriation which I will discuss under that appropriation. 

The estimate provides $1,972,000 for increased tax functions, 
largely for an increase in the employer payroll-auditing program. 
Errors or fraudulent nonpayment of taxes can be corrected legally, 
only within the period of the statute of limitations. However, the 
States have found through experience that only a very small per- 
centage of delinquencies more than 4 years old are actually collectible, 
even though the statute of limitations may not have expired in some 
few States. Consequently, in 1951, the Bureau established a standard 
that a State program should provide for a review of the tax reports 
of all larger employers at least every 4 years unless the statute of 
limitations was less, and a 10-year cycle of review for the smaller 
employers. 

It is estimated that 280,000 field audits would have to be made 
each year to meet this standard. The revised request will provide 
for 200,000 fields audits. We believe this is a reasonable estimate 
of the expansion which can be attained in a 1-year period considering 
that a large number of employees would have to be recruited by the 
State agencies and given rather extensive training. 

It is proposed to request funds to audit employer records on a 
scale which will fully insure the adequacy of the program as soon as 
the States can recruit and train the required employees. This will 
probably be in fiscal year 1956. 

The average State salary rate used in the original budget request 
was $3,875. If the 7,300 more employees provided in this request 
are approved by the Congress and hired by the State agencies, the 
average salary rate may be expected to drop because most of the 
employees are for unemployment insurance claims functions where 
salaries are below thé agency average. A reduction of $5,437,000 has 
been made in this request, based on revising the average salary from 
$3,875 to $3,750. I emphasize to the committee that the salary 
trend since 1949 amply supports the $3,875 rate originally requested 
and that the $3,750 rate can be attained only if there is a large in- 
crease in the number of State agency employees. 

The increase of $3,915,000 for the State administrative cost of pay- 
ing a greater number of benefit payments to Korean veterans under 
the unemployment compensation for veterans program is related to 
the increase from $55.6 million to $144 million in the amount requested 
for benefits. 

The request provides $15 million to increase the amount of the 
contingency fund from the $6 million in the original budget request to 
$21 million or 9 percent of the base appropriation request. In each 
year since 1950, with the exception of 1951, the Congress has approp- 
priated supplemental funds which together with the original con- 
tingency fund exceeded 9 percent of the base appropriation. Such a 
fund does not. fulfill its purpose unless it is available in adequate 
amounts and the States are assured that they will receive funds to 

ay for employees added to meet rising workloads. When uncertainty 
as existed State administrators have usually chosen the alternative 
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of reducing the quality of operations and not doing a considerable 
amount of important work, especially in the employment service. 
Among other things, uncertainty as to financing has led to a decrease 
in employment service staff of about 4,000 since 1948. The 20 percent 
decline in placements made by the employment service in 1954 can be 
attributed largely to the diversion of employees to claims activities 
because of the uncertainty of receiving contingency funds. This 
undoubtedly contributed to higher benefit costs in 1954. Another 
result has been that benefits are not being paid as rapidly as previously. 
In the January-March 1954 quarter, 27 percent of first payments to 
claimants were defrayed beyond 14 days. Preliminary data indicate 
that payments in April-June were even slower. 


UNEMPLOYMENT COMPENSATION FOR VETERANS PROGRAM 


It is now estimated that $144 million will be required for the pay- 
ment of unemployment compensation to Korean veterans in 1955. 
This is an increase of $88.4 million over the previous estimate which 
was made at a time when benefits were running at a rate of less than 
$3 million per month as compared with the current experience of $10 
million per month. 

Expenditures in fiscal year 1954 are estimated at $79.2 million. 
However, of that amount about $58.9 million will be expended in the 
last 6 months of the fiscal year and $33.4 million in the last 3 months. 
Expenditures have been rising because more veterans are being 
discharged each month so that the number of veterans eligible for 
benefits is increasing each month, and because the rate of insured 
unemployment has been moving upward steadily. 

Mr. Scrivner. I understood you to say the number of veterans 
being separated from the service was increasing each month. Is 
that true? 

Mr. Goopwin. The cumulative total. I think that is the way this 
is meant. The important thing here, however, would be that the 
cumulative figure is larger each month and therefore the number 
eligible for this program increases each month by the number that 
come out of the service. 

Mr. Buper. You say here expenditures have been rising because 
more veterans are being discharged each month so that the number 
of veterans eligible for benefits is increasing each month. 

That, according to the information given us by the Department 
of Defense, is not accurate. 

Mr. Goopwin. This language may not be as clear as it could be. 

It would be more accurate to say veterans are being discharged 
each month so that total number of veterans eligible is increasing. 

Mr. Bunge. That would be true as a cumulative total. I wanted 
to a your statement there that more are being discharged each 
month. 

Mr. Goopwin. The rate of discharge is not increasing. 

Insured unemployment among Korean veterans rose = a rate of 
1.4 percent in October 1953 to an estimated 4.8 percent in June 1954. 
The original 1955 request provided only for an insured unemployment 
rate of 1.68 percent. The revised request for 144 million is based 
upon an insured unemployment rate of 4.4 percent. 
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It is now estimated that the $55.6 million originally requested will 
be exhausted in early November. Therefore, it is necessary to request 
supplemental funds at this time. 


SALARIES AND EXPENSES, BUREAU OF EMPLOYMENT SECURITY 


For salaries and expenses of the Bureau of Employment Security, 
an additional 16 positions and $90,000 will be required. Of these, 
11 positions and $43,000 will be required for the larger Federal work- 
load in connection with the greater amount of benefit payments to 
Korean veterans under the unemployment compensation for veterans 
program now estimated. 

he Bureau operates a central control file where cards are filed for 
all veterans claiming benefits in all of the States. The purpose of this 
file is to detect cases of duplicate filing for benefits. From October 
1952 through June 15, 1954, 5,800 instances of apparent duplicate 
filing have been discovered through the use of this file. Of these, 768 
were found in March, 607 in April, and 615 in May. If all of the 
5,800 who filed duplicate claims had been paid the maximum amount 
of benefits, there would have been expended over $3,920,000. For the 
maintenance of the file, 5 additional file clerks, and 2 additional clerk- 
typists will be required. In addition, the workload of supervising 
both the file and the unemployment compensation for veterans pro- 
gram in the States is increasing so that 2 professional and 2 clerical 
positions more will be required. 

To discharge Federal responsibilities for the control of fraud and 
overpayments, 5 positions at a cost of $47,000 will be required. It is 
proposed to establish a new division of Benefit Payments Control 
consisting of 3 professional and 1 clerical positions. These employees 
will analyze State eS, methods, and procedures for the detec- 
tion and recovery of improper payments; make recommendations for 
improvement; and be responsible for the further development and 
improvement of Federal standards. 

o work with the States in improving their claims-taking procedures, 
one additional position is requested. In addition, recognizing the 
seriousness of the problem of improper payments, it is proposed to 
assign 8 of the 16 positions in the original request for working with 
the States on all types of unemployment insurance methods and 
pe srcwege to improving claims-taking procedures. These nine em- 
ployees will survey State methods and operations to determine the 
effectiveness of current methods in preventing ineligible claimants 
from obtaining benefits; the adequacy of the presentation to the 
claimant of the requirements of the State law and his rights and 
obligations; whether claims taking activities are being coordinated 
with employment service activities in the local offices; the adequacy 
and effectiveness of management, supervision, and training of claims 
staff; and on the basis of survey findings, to develop specific recom- 
mendations for improving State claims processes and assist in the 
installation of improved methods. 


MEXICAN 


FARM LABOR 


PROGRAM 


For the Mexican farm labor program we are requesting $350,000 
more than the $1,581,000 appropriated by the Congress or a total of 
$1,931,000 for fiscal year 1955. 
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This supplemental request is to enable us to contract 90,000 more 
workers who will be needed because of the active and sustained drive 
now being made by the United States Immigration and Naturalization 
Service to rid the border States of Mexican nationals who have entered 
this country illegally in search of employment. In the current drive 
by the Immigration and Naturalization Service they have increased 
the Mexican border patrol in the West substantially by moving men 
from other areas. The effectiveness of this action in California is 
evidenced by a sharp increase in orders for domestic agricultural 
workers received by the local offices of the California State Employ- 
ment Service, an unseasonal increase in recontracting of legal Mexican 
workers and substantial increase in membership in employer associa- 
tions. Numerous employers who formerly used illegal labor have 
advised our reception center officials that they will need legal labor to 
replace wetbacks. We must be prepared to furnish legal labor to 
replace deported wetbacks. 

The Immigration and Naturalization Service drive in California 
began during a period when employment was at a low point. For 
that reason we have been able to cope with the problem, thus far, with 
our present staff. However, they are starting a drive in the lower 
Rio Grande Valley in about a week. At that time, picking of cotton, 
one of the principal crops of the area, will be underway. In that part 
of Texas, cotton must be harvested by September or plowed under 
because of pink bollworm control regulations. To meet this concen- 
trated demand for workers we are establishing a second contracting 
shift at the Hidalgo reception center. Additional funds will be re- 
quired for this operation as well as for the additional contracting load 
at other centers. 

Since the majority of illegal workers are employed in agriculture, 
driving them out will give rise to an increased demand for legal Mexi- 
can workers. I want to assure the committee that this Bureau and 
the State agencies are making intensive efforts to see that all domestic 
workers who are able and willing to do this type of work, receive the 
first opportunity to obtain the job. Despite these intensive efforts, 
however, it is not anticipated that thers will be enough domestic 
workers to fill all orders for workers. 

For supplying foreign labor requirements we are requesting 63.4 
man-years of temporary employment and $159,220. These employees 
in the migratory stations and the reception centers will be engaged in 
recruiting, selecting, transporting, providing subsistence and housing, 
contracting, and returning to Mexico the increased number of workers 
now estimated to be needed. We propose to operate the migratory 
stations at Monterrey, Irapuato, and Mexicali on a year-round basis 
and the stations at Durango, Chihuahua, and Guadalajara on a sea- 
sonal basis. The reception centers at El Centro, Calif., El Paso, 
Eagle Pass, and Hidalgo, Tex., will be operated full time and the center 
at Nogales, Ariz., seasonally. 

For determining compliance with contract provisions 32 positions 
and $150,380 will be required. This is an increase of 50 percent in the 
number of employees for this activity as compared to the 70 percent 
increase in the number of workers now estimated over the original 
request. 

he demand for additional workers will come primarily from new 
employers who formerly employed illegals and are not familiar with 
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the program. These new employers must be given basic information 
about the operations of the program; they must be advised as to 
their rights and obligations under the international agreement ani 
the standard work contract; and their housing and other facilities 
must be examined to determine that they meet minimum standards. 
In addition, the employees we have requested will advise an increase 
number of Mexican workers of their rights and responsibilities. They 
will investigate worker complaints ia an effort to keep the program 
running smoothly and see that contract provisions are adhered to. 

In addition to the above, 11 positions and $40,400 will be required 
for increased housekeeping activities, principally budget, payroll, and 
voucher, and reviewing the larger number of State-approved requests 
for area worker importation ceilings resulting from the increase in 
workers to be contracted. 

In summation, I should like to point out that the complete elimina- 
tion of the wetback as a factor in the labor force may well be a matter 
of continued effort by the Immigration and Naturalization Service 
and ourselves for a period longer than 1 or 2 agricultural seasons. 
Our ability to fill the demand for legal labor at the time and place 
where needed will influence the solution of this problem. 

Mr. Scrivner. On page 3 you state, “Demand for additional 
workers will come primarily from new employers,” et cetera. How 
can they be new employers if they are former employers? 

Mr. Goopwin. They are new to this program. They have been 
employing illegal wetback labor. Now they are being stopped by the 
Immigration Service and the drive they are putting on, so they are now 
applying to us for the use of legal Mexican labor. What this section 
means is that they are not familiar with the international agreement, 
they are not familiar with the standard work contract under which 
this Mexican labor—— 

Mr. Scrivner. This is not a new program by any means. 

Mr. Goopwin. It is to these employers. These particular em- 
ployers are not familiar with the program and we have to familiarize 
them with it. We have to make contact with them and be sure they 
understand what their obligations are in taking on Mexican workers. 

Mr. Keenan. We have 600 new employers who have not contracted 
with these workers before. 


STATISTICAL BREAKDOWN OF ESTIMATES 


Mr. Bupee. Without objection at this point in the record we will 
insert the following pages from the justifications: BES-2, 3, and 4; 
grants aes 1b, le, and 1d; UCV-—ia, plus the Mexican labor pages 
2, 3, and 4, 

(The pages referred to are as follows:) 


— 
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SALARIES AND EXPENSES 


Obligations by objects 


Object classification | Difference 


Total number ad maton awed 698 714 | +16 
Full-time equivalent of all other positions 3 | 
Average number of all employees. -.______-- 681 696 | +15 
01 Personal services: | | | 
$4, 034, 494 $4, 103, 794 | +$69, 300 
Regular pay in excess of 52-week 16, 020 
Payment above basic 12, 786 12, 786 |__- 


Transportation of 
04 Communication services_____- 
05 Rents and utility services_.___ 
06 Printing and reproduction -.__ 
07 Other contractual services 

Services performed by other agencies_._- 
08 Supplies and materials_____- 
Taxes and assessments. 


Obligations incurred 


Amounts available for obligation 


Revised 
In budget estimate Difference 
ot $4, 760, 000 | $4, 850, 000 +$90, 000 


Obligations by activities 


Revised 
Description In budget estimate Difference 


1. Veterans’ placement $700, 000 
2. Farm placement 454, 600 464, 600 
3. Collection and interpretation of labor market information _- 515, 500 
4. Assistance in maintaining public employment services- 694, 100 
5. Unemployment insurance service --.....................-.. 584, 300 674, 300 +$90, 000 
6. Field guidance, financing and auditing of State operations__ 1, 400, 800 | = eee 
7. Executive direction and 135, 300 
8. Central administrative services. 275, 400 


GRANTs TO STaTEs 
Amounts available for obligation 


Revised 


In budget estimate 


Appesarietion CO $216, 400, 000 | $259, 400,000 | +$43, 000, 000 
Available from subsequent year appropriation _-.............. 17, 000, 000 20, 000, 000 +3, 000, 000 
—44, 195,000 | —44, 195, 000 
Reimbursements from other 5, 000 


d —— 
Vv 
n 
d 
d 
n 4,081,300 | 4, 150, 600 +69, 300 
309, 000 | 323, 700 | +14, 700 
21, 100 
95, 000 95, 500 | +500 
r 135, 000 135,000 
25, 500 
: 34, 000 35, 400 +1, 400 
. 7, 500 | 11, 100 +3, 600 
* 4,000 | 4, 500 | +500 
4, 760,000 4, 850, 000 +90, 000 
n 
n 
4, 700, 000 | 4, 850, 000 | +90, 000 
| 
Obligations incurred | +46, 000, 000 
46868—54—pt. 2-78 
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Obligations by objects 


Object classification 


In budget 


Revised 
estimate 


Difference 


Summary of Personal Services 


Total number of permanent positions 
Average number of all employees 


Personal service obligations: 
Permanent positions 
Regular pay in excess of 52-week base 


Total, personal service obligations 


Direct Obligations 
01 Personal services 
T 1 


05 
Printing and reproduction 

07 Other contractual services 

08 Supplies and materials 

99 Equipment- 

11 Grants, subsidies, and contributions 
Taxes and assessments 


600 
234, 614, 196 
600 


Total direct obligations 


Payable Out of Reimbursements 
‘om Other Accounts 


Personal services 


235, 205, 000 


Obligations incurred 


189, 210, 000 235, 210, 000 


Obligations by activities 


Description 


In budget 


Direct Obligations 


. Unemployment compensation activities 
. Employment service activities. 
. State administration 
. Veterans’ unemployment compensation 
. Contingency fund 
. Adjustment for appropriation of prior and. subsequent. year... 


$109, 397, 100 
096, 600 


+3, 000, 000 


Total direct obligations 
Obligations Payable Out of Reimbursements From Other Accounts 
3. State administration 


189, 210,000 235,210,000 000, 000 


UNEMPLOYMENT COMPENSATION 


FOR VETERANS 


Amounts available for obligation 


In budget 


Revised 
estimate 


Difference 


Appropriation or estimate 
Available from subsequent year appropriation 


$55, 600, 000 
000 


$144, 000, 000 
000 


+-$88, 400, 000 
+7, 000, 000 


60, 660, 000 


156; 000, 000 


+95, 400, 000 


120 128 | +6 
Tpsctigeastrakagucetdad 118 124 | +6 
2, 120 | 2, 207 +87 
540, 512 563, 050 +22, 538 
ni 600 
1 $131, 501, 800 | +$22, 104, 700 
3 | 23, 761, 200 24, 456, 400 +695, 200 
4 2, 145, 100 7, 129, 600 +4, 984, 500 
5 6, 000, 000 21, 000, 000 
6 —27, 195,000 | —24, 195, 000 , 
Obligations 
| 
Obligations incurred — 
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Obligations by activities 


Revised 

Description In budget eotimate Difference 

1. Unemployment compensation for veterans. -___._..._.....-. | $60, 600, 000 | $156, 000,000 | +$95, 400, 000 
Obligations by objects 
P 

Object classification si In budget bo Difference 
11. Grants, subsidies, and contributions 000 | $156, 000, 000 | +$95, 400, 000 


SALARIES AND Expenses, Mexican Farm Lapor 


Obligations by objects 


Revisea 


A Presently 
Object classification estimate Difference 


available 


| 
Total number of permanent positions. | 192 235 | +43 
Full-time equivalent of all other positions... ________- 163 227 | +4 
Average number of all employees. - 451 | 
01 Personal services: 
Permanent positions. $880,753 | $1, 034,753 | + $154, 000 
397, 800 | 526, 980 | +129, 180 
Regular pay in excess ‘of 52-week 3, 507 | 
Payment above basic rates_._...............--- ies 47, 900 | 50, 420 +2, 520 


Total personal services _- 1, 329, 960 | 1, 615, 660 +285, 700 
180, 960 


02 Travel. 138, 600 | 


| +42, 360 

03 Transportation of things. iisiaelieadacia 11, 400 | 12, 400 | +1, 000 

04 Communic tion services. 61, 200 | } 70, 650 | +9, 450 

05 Rents and utility services_.....__..__.__,..-.-- 1, 500 | 1, 500 | back : 
06 Printing and reproduction. - 9, 650 | 0, 650 |......- 

07 Other contractus! services | 3,775 | 4, 025 +250 

| 9, 315 | 11, 335 | +2, 020 

09 Equipment_. 1, 200 | 6, 020 | +4, 820 

15 Taxes and assessments. __- } 14, 400 18, +4, 400 


Obligations incurred 


Amounts available for obligation 


Presently | Revised i 
available estimate Difference 


+$350, 000 


Obligations by activities 


Description Presently Revised 


available estimate Difference 


1. Determining foreign labor requirements. $54, 500 

2. Supplying foreign labor requirements. - -_-........---....-- 805, 390 964, 610 +159, 220 
3. Determining compliance with contract provisions... _...... 393, 690 544, 070 +150, 380 
4. 21, 490 
5. 25, 970 

6. Management and administrative 179, 910 206, 710 +26, 800 


1, 581, 000 1, 931, 000 +350, 000 


1, 581,000 | 1,931, 000 | +350, 000 
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GRANTS TO STATES 
ACTUAL STATE EXPENDITURES, 1954 


Mr. Bupae. Mr. Goodwin, with regard to the grants to the States 
for unemployment compensation, what were the actual State expend- 
itures by months for the fiscal year 1954? 

Mr. Goopwin. I couldn’t give them to you offhand by months. 
We can furnish them for the record. We have them by quarters. 

Mr. Bupes. Would you furnish a monthly statement, then, for the 
record? 

Mr. Goopwin. Any monthly figure would have to be estimated. 
The reporting system requires that the State report to us by quarters. 
We — give you the actual and probably give you an estimate on the 
months. 

Mr. BupcGe. Do you have the quarterly figures here this morning? 

Mri Love. I have semi-annual figures. We have $94.3 million, 
States estimate for the first 6 months, and $107.1 million for the 
second 6 months. 

Mr. Goopwin. You mean that was estimate of actual expenditures? 

Mr. Love. Yes, sir. 

Mr. Goopwin. Would you like to get the additional information in 
the record, Mr. Chairman? 

Mr. Bunge. Yes, the quarterly actual and then your best estimate 
as to what it would be by calendar months for the fiscal year 1954. 

Mr. Goopwin. We will be glad to submit that. 

(The information requested is as follows:) 


Grants TO Stares FOR UNEMPLOYMENT COMPENSATION AND EMPLOYMENT 
SERVICE ADMINISTRATION 


Estimated expenditures by months based on quarterly reports from State agencies 


Personal Nonpersonal Total Postage 


services services Grand total 


July 1953 : $12, 936,772 | $3,285,794 | $16, 222, 566 $248, 542 | $16, 471, 108 
August ......-..-.---------------] 12, 856,274 3, 285,794 | 16, 142, 068 295, 910 16, 367, 978 
SS eS 12, 530, 145 3, 285,794 | 15, 815, 939 219, 097 16, 035, 036 


July-September 1953 38, 323, 191 9, 857, 382 48, 180, 573 693, 549 48, 874, 122 
12, 254, 470 3, 046, 455 15, 300, 925 218, 894 15, 519, 819 

Baeble RET 5 12, 249, 324 3, 046, 455 15, 295, 779 227, 690 15, 523, 469 
12, 476, 616 3, 046, 455 15, 523, 071 295, 944 15, 819, 015 


36,980,410 | 9,139,365 | 46,119, 775 742,528 | 46, 862, 303 
12, 809, 587. 16, 116, 150 a 16, 483, 299 
13, 113,287 | 3,306, 16, 419, 850 16, 759, 181 
13, 294, 963 c 16, 601, 526 16, 992, 167 


39, 217, 837 L 49, 137, 526 50, 234, 647 
1 13, 723, 946 17, 789, 481 371, 310 18, 160, 791 
1 13, 809, 685 4, 065, 535 17, 875, 220 328, 720 18, 203, 940 
216, 072, 777 4, 065, 535 20, 138, 312 364, 641 20, 502, 953 
§ 43, 606, 408 12, 196, 605 55, 803, 013 1, 064, 671 56, 867, 684 


158, 127, 846 41, 113,041 | 199, 240, 887 3, 597, 869 202, 838, 756. 


1 As reported by State agencies on form ES~-115, employment security payroll report. 

2 Third supplemental approved May 11, 1954, funds allocated to States May 28, 1954. Worklaod normally 
increases in June and States were working on backlogs accumulated previously. 

4 Difference between querterly expenditures reported by State agencies through Apr. 30 and State agency 
estimated expenditures for the entire fiscal year 1954. 


October-December 1953...| = 
January-March 
April-June 1954... 
Fiscal year 1954... 
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ESTIMATE OF INSURED UNEMPLOYMENT FOR 1955 


Mr. BupGe. What is your estimate now in numbers and in per- 
centage of insured unemployment for the fiscal year 1955? 

Mr. Goopwin. We had estimated 2.8. 

Mr. Bupaer. 2.8 what? 

Mr. Goopwin. 2.8 percent. For January-June it went up to 5.7 
percent. We are now estimating that for the fiscal year beginning 
July 1 it will be 4.6 percent. 

Mr. Buper. What would that be in numbers of individuals? 

Mr. Goopwin. Weekly volume would be 1,680,000 on an average. 

I have a little chart which might help. 

This shows experience in January-June, 1954 period. That figure 
is 2,100,000. 

This is the estimate for July 1-December 31, in other words, the 
first 6 months of the fiscal year. The estimate there is 1,800,000. 

Then for the period beginning January 1 to June 30 the figure is 
1,560,000. So our estimates you can see call for a rather marked 
en in the employment situation during this period. 

Mr. Bup@r. According to the last figures given us by the Bureau 
of the Census there was a total civilian population in the United 
States on April 1, 1950, of 149,634,000, and on May 1, 1954 of 158,- 
608,000, or an increase in that 4-year period of roughly 9 million in 
the civilian population. 


COMPARISON OF UNEMPLOYMENT AND APPROPRIATIONS, 1950 
AND 1955 


I note from the table which you placed in the record of the hearings 
on the third supplemental appropriation bill for 1954, and which 
appears on page 19 of the hearings, that the average insured unem- 
ployment for the year 1950 was 2,033,100, and the percentage was 
6.2. That compares with an estimate which you have for this fiscal 
year of 1,680,000, and a percentage figure of 4.6. 

In both instances your estimate for 1955 is substantially below the 
figures for 1950. 

On the other hand your appropriation for the year 1950 was $174 
million and the amount already appropriated for fiscal year 1955 is 
$216,400,000, which is roughly 25 percent over the 1950 figure, 
although the unemployment has gone down in number and in per- 
centage. 

How does that come about? 

Mr. Goopwin. Most of that is in the increased cost of operation 
and a very large part of it, sir, is in the increase in the average salary 
in the State. 

The 1950 salary rate in the States was $2,834 average. The 
request here is based upon $3,750, so that you have almost $900 
difference—— 

Mr. Dopson. You have veterans’ unemployment compensation 
ram for which we advance administrative costs to the States. 
n this increase before you we have $3,915,000 which is related to that. 


Mr. Bunge. I think your total figure for that is in the neighborhood 
of $7 million. 

Mr. Goopwrn. Other costs have gone up, too, such as rents. 
Almost all costs have gone up since 1950. 


a 
3. 
e 
? 
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Mr. Bupes. Yes; but you are estimating here a percentage of 
insured unemployment of 4.6 percent compared with a percentage 
in 1950 of 6.2. You already have received about 25 percent addi- 
tional. Now you want another $43 million in this supplemental. 

The disparity in those figures certainly couldn’t be accounted for 
simply in the increase in salaries and rents plus the $7 million for the 
unemployment compensation for veterans. 

Mr. Goopwin. I rather think it can, sir. I haven’t figured it out 
in making a comparison with 1950 but it would. 

For instance, the average salary increase, if you multiply it out by 
the 45,000 employees in the States, comes to $40,500,000. Non- 
personal service cost has gone up perhaps not quite as steeply as that, 

ut they have gone up. 

Mr. Keenan. About $8 million. 

Mr. Bupae. It seems to me that that is certainly a very substantia! 
increase in the cost of doing business under this program when you 
have over $40 million for increased salary rates in a period of 4 
years. 

Mr. Goopwin. That would be in line, Mr. Chairman, with what has 
taken aa generally on salaries. It would be in line with what has 
taken place on salaries in private industry, and it would be in line 
with ot gr has taken place on salaries within the Federal Government. 
Of course it is all part of the inflation which took place in that period 
of time. 

INDIRECT COSTS 


Mr. Scrivner. Although it has been 6 years or more since I orig- 
inally sat on this committee, the matter of unemployment insurance 
is not a new subject to me. I cannot help but look at some figures 
you have given us here and try to reconcile them in my own mind; 
namely, that out of 25 million additional that you are asking you 
state that the direct cost of the unemployment insurance workload 
is $19,260,000 and $6 million takes care of the indirect cost. 

Mr. Goopwin. None of these figures have anything to do with the 
benefit payments. These are all administrative costs. The $19 
million is related directly to the workload, unemployment insurance 
workloads. The so-called indirect costs are 

Mr. Scrivner. What do you mean by direct costs? It would be 
assumed that direct cost is a payment of the unemployment insurance. 

Mr. Larson. This is the direct administrative cost. The actual 
benefit payments are much larger. 

Mr. Keenan. $1,450 million are the actual payments. 

Mr. Scrivner. We had better define direct costs, then. 

Mr. Goopwrin. It may not be a happy choice of words. 

Mr. Scrivner. I didn’t-use the words. I am trying to 7 what 

ou are trying to tell us. You say direct cost was $19 million. As 
Taksaneret direct. cost. that would be insurance itself. You tell me 
I am wrong. 

Mr. Goopwin. I apologize for that. 

Meare Scrivner. Direct costs amount to $19, 260,000. What are 
those? 

Mr. Goopwin. Salaries of the people who pay the claims. The 
indirect costs, the $6 million 

Mr. ScRIVNER. You have salaries there, and $2,677,000 is shown 
for nonpersonal services. That was for rent. Then you come to 
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the last item where you have a cost in there for personnel, which 
is salaries. 

Mr. Keenan. The entire $25,564,000 is administrative cost. Most. 
of it is personal services. We have tried to explain what the different 
personal services costs are. 

I have here a breakdown of the $19,260,000 which appears on page 
3 of our justification. It shows the initial claims intrastate at 1 
million 6. Perhaps you would like to look at that. It breaks it 
down into the different items. 

Mr. Scrivner. Please insert that in the record at this point. 

Mr. BupGe. Without objection, that statement will be put in the 
record at this point. 

(The information requested is as follows:) 


Cost of taking and paying more claims for unemployment compensation 


| 
| Workload or man-years | 
| —)|Costofchange 


1985 request | 1955 revised | ‘mount 
to Congress | request | 
| 


pe | 13, 900, 000 $1, 067, 150 
Continued claims intrastate. 78, 

Initial claims interstate 

Continued claims interstate 4, 
} 5, 900, 8, 700, 
Nonmonetary determinations | , 575, 4, 900, 
Benefit payments q 73, 000, 
Benefit appeals 

Experience ratin 

Management and facilitating services__..............-...--..- 


700, 


1, 965, 000 


19, 260, 000 


Mr. Scrivner. Indirect costs are in ratio of 1 to 3 with the direct 
costs? 

Mr. Morrison. Direct costs are items that are measurable. Taking 
a claim is measured at 4.1 minutes. There is clerical work which goes 
on behind the scene which is not accurately measurable and it con- 
stitutes the balance of the subsidiary work of taking those claims. 


ADMINISTRATIVE STAFF AND TECHNICAL SERVICES 


Mr. Bupe@e. $1,395,000 is shown for administrative staff and tech- 
nical services. How is that arrived at? 

Mr. Keenan. An increase from 4,191 man-years to 4,511, or 320 
man-years, totaling $1,395,000. It includes an estimate of 100 man- 
years in the State agencies for the preparation, audit, and payment 
of vouchers for administrative expense, and the handling of payrolls 
for the additional 7,000 people that will be on in the local employment 
offices to pay the claims for benefits. It is an estimated 40 man-years 
in the personnel functions in the State administrative offices. 

There is an estimate of 15 man-years in the clearance of labor 
function which ties in with the increased number of placements in the 
program. The increase in interstate clearance is necessary because of 
the refugee program of bringing 200,000 people in from Europe. 

It shows 165 man-years in the research and statistics activities. 
With an increase in the unemployment insurance payments, the report- 
ing items increase naturally. Those man-years total up to the total 
I gave earlier and come to $1,395,000. 
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These are in general administrative staff and technical services 
which are necessary to direct and assist the employees on what we 
call direct operations, which means paying the claims, making place- 
ments, et cetera. , 


COMPARISON OF UNEMPLOYMENT AND APPROPRIATIONS 1950 AND 1955 


Mr. Bunge. I wish, Mr. Goodwin, you would dwell further on what 
appears to me to be quite a disparity here between the insured unem- 
ployment in 1950 and what you estimate for 1955. Actual insured 
unemployment in 1950 averaged 2,033,100, which is 353,100 more 
than you estimate for 1955. 

On the other hand, for the administration of the program you are 
asking $85,400,000 more, in spite of the fact that your insured unem- 
ployment has gone down 353,100. 

Mr. Goopwin. To answer you point completely would require a 
little analysis which I am sure we can do. We have indicated the 
principal areas in which the difference would lie and the amount it 
would be in the salary part of it. I think we could furnish the addi- 
tional information. Offhand I cannot tell you just how much was 
involved in such items as rent and other nonpersonal services. 

Mr. Dopson. About a $5 million increase in the contingency item 
in our request here. 
= Mr. Goopwin. Yes. That is a big item there. The total con- 
tingency request involved here is $21 million. 

Mr. Dopson. We didn’t have any more than about $6 million in 
1950. 

Mr. Goopwin. That would be one of the big items. 

We could give you for the record an analysis which I am sure would 
snare your question. Offhand I do not have those figures in my 

ead. 

I know the principal reasons for them but I don’t have all the figures. 

Mr. Keenan has just worked out a rough calculation here. Salaries 
would be $40 million. 

Mr. Bupae. Salary increases would be $40 million? 

Mr. Goopwin. Yes. 

Increase in nonpersonal services is about $8 million. Cost of ad- 
sa unemployment compensation for veterans is about $7 

ion. 
Added to that the contingency fund is $21 million. That brings it 
up to $76 million. 

Mr. Buper. That wouldn’t be correct. Mr. Dodson said you had 
a contingency fund of $6 million in 1950. 

Mr. Keenan. It started in 1951, I believe. I don’t think we had 
any contingency in 1950. 

r. Dopson. That may be right. 

Mr. Keenan. Contingency would not be in expenditures. 

Mr. Goopwin. I think we can work it out on a better basis but 
that gives a rough idea of where the differences -would be, Mr. 
Chairman. We will submit an analysis. 

(The analysis referred to follows:) 
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Unitep States DEPARTMENT OF LABorR, BUREAU OF EMPLOYMENT SECURITY— 
GRANTS TO STATES FOR UNEMPLOYMENT COMPENSATION AND EMPLOYMENT 
Servick ADMINISTRATION 


Analysis of major changes in costs, fiscal year 1950 to fiscal year 1955 


CHANGES IN COST 
1950 expenditures 173, 600, 000 


Difference. ___- +85, 800, 000 


1955 contingency fund 21, 000, 000 
Note.—All of 1950 contingency fund is included in 1950 
expenditure above. 
Change in State agency salary rates from $2,834 in 1950 to $3,750 
in 1955 46, 538, 200 
Nonlabor costs: 
Coverage of more employees in State retirement 
Increase in cost of rented premises largely due to 
increased rents 3, 897, 000 
Other increases due to employing 3,400 more 
employees and higher costs of goods and 


7, 990, 800 


7, 000, 000 
2, 500, 000 


+85, 02 
71, 000 


Grand total 85, 800, 000 


Mr. Mr. Scrivner? 

Mr. Scrivner. No further questions. 

Mr. Bupae. Mr. Fernandez? 

Mr. Fernanvez. Did you give us the justification for the Mexican 
program request? 

Mr. Goopwin. It was submitted for the record. 

Mr. Fernanpvez. Off the record. 

(Discussion held off the record.) 


MEXICAN FARM LABOR PROGRAM 


Mr. Fernanvez. Do you think this drive to get out the wetbacks 
will succeed? 

Mr. Goopwin. Yes, I believe it will. They are going at it on a 
big scale this time and we have had enough experience with it in the 
2 or 3 weeks in California that I am convinced it will succeed this 
time. 

Mr. Fernanpez. Why haven’t they done it before? 

Mr. Goopwin. It is a drastic step. It has meant they have had 
to borrow personnel from places elsewhere in the country where the 
personnel is really needed. The Attorney General came to the 
decision that this problem was important enough that he just had 
to concentrate personnel down there and clean it up. 

Mr. Fernanpnz. I think the importance of it has been evident 
for many years, at least 5 or 6 years. 
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" State administration of unemployment compensation for veterans 

Intensified program to prevent improper payments. 
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Mr. Goopwrn. You have been well informed on the problem. You 
have lived close enough to it that you understand it, but that is not 
general. 

Mr. Fernanpez. I am glad to see it is being done. I hope it does 
succeed. 


REVISION IN ESTIMATED COST OF MAKING UNEMPLOYMENT PAYMENTS 


Mr. Scrivner. One other question, Mr. Chairman. 

On page 4 we were talking about the added $25,564,000. It was 
stated this sum is required because of the increase in the number of 
unemployment insurance payments. How much will the increase be? 

Mr. Goopwwy. J will get it for you. 

Mr. Scrivner. One of the figures I want is the amount, and the 
other is the number of claims. 

Mr. Goopwin. The number of claims is 87,400,000. That com- 
pares with the original request estimated at 62,100,000. 

On the benefits paid the request is $1,450 million, which compares 
with the original request estimate of $1,235 million. 

Mr. Scrivner. In other words, then, it will require the expenditure 
of $25,564,000 to take care of an additional $215 million in paid-out 
insurance, which is more than $1 additional cost for each $10 of 
insurance paid? 

Mr. Goopwrn. In that, of course, there is a large contingency of 
$15 million which would be used only if these workloads go above 
these figures. 

Mr. Scrivner. That would cut it down to $200 million, then.’ You 
are asking for $25,564,000 to administer $200 million of additional 
insurance payments. That brings it up to $1 cost for each $9 paid out. 

Mr. Goopwin. I think you misunderstood me. You were using an 
increase of $43 million? 

Mr. Scrivner. No, $25 million. 

Mr. Goopwin. Twenty-tive million more weeks claimed. In that 
case it is $1 a claim. 

Mr. Scrivner. The figures still show that if you bring that addi- 
tional insurance down to $200 million without contingency it means 
you are spending $1 to pay out $8. That doesn’t seem like economical 

usiness Management. 

Mr. Keenan. Administrative cost covers the taking of the claim. 
It costs as much to take an original claim, if a man doesn’t draw any 
benefits as when he does. In other words, if you get him a job the 
next week and he doesn’t collect benefits you still have the adminis- 
trative costs. You have taken the claim and you have the cost. 

Mr. Scrivner. Four and a half minutes. 

Mr. Keenan. That is the continued claim. The original claim 
takes longer, I believe. Eleven minutes is the original claim. 

Mr. Scrivner. I cannot take the time to break down the 3,850 
figure, but you can see the point I am getting at. The cost of paying 
this out is climbing rapidly. Someplace, somewhere, with all the 
good men we have in Government, there should be a possibility of 
working out a system whereby it will not cost us so much. 

Mr. Goopwin. It would be entirely possible, sir, to cut the costs of 
spending money for unemployment insurance, cut it drastically. We 

on’t think it would be good business. We think the costs on benefits 
would go up. 
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The best money spent in this program is spent without any money 
being paid out in benefits at all. Phat is when a local employment 
security office can get a man a job. 

Mr. ScRIVNER. is better off. 

Mr. Goopwin. There is no drain then. That is involved in the 
total picture. We have felt the need for spending more time in certain 
phases of the claims process rather than less because the information 
we have indicates there are too many payments being made which 
shouldn’t be made. The only way we can tighten up——— 

Mr. Scrivner. Very few could stay in business long if it cost $1 
for every $7 or $8 spent. 

Mr. Larson. I think you would be interested in comparing this 
administrative cost with the loading costs for private insurance. 
You would be amazed at the difference. On workmen’s compensa- 
tion, for example, I would estimate very roughly that this is less than 
one-fifth. 

Mr. Scrivner. How could it be? 

Mr. Larson. That is what we are told. The loading cost on 
private insurance for workmen’s compensation runs that much. 

Mr. Scrivner. They must be going broke fast if their costs are 
five times what these costs are. 

Mr. Larson. I understand they are doing very nicely. 

Mr. Scrivner. The general purpose of being in business is to make 
a profit, of course. They couldn’t stay in business very long if they 
worked it that way. 

Mr. Goopwin. They are proceeding on somewhat the same theory 
we do. Their administrative cost keeps down the benefit cost and 


that is why they are willing to put money into it. 


UNEMPLOYMENT COMPENSATION FOR VETERANS 


Mr. Bupae. With regard to the supplemental request here of 
$88,400,000, Mr. Goodwin, for unemployment compensation for 
veterans, that of course is an item which will not be expended unless 
the claims are made against that appropriation. Is that correct, 
Mr. Goodwin? 

Mr. Goopwin. That is right. 

Mr. Bupege. In view of the fact that your original appropriation 
was $55,600,000, based on your estimate, what assurance can you give 
the committee, relative to this figure and also relative to the non- 
veteran unemployment compensation figure, that the estimate you 
have arrived at is any more accurate than the one you gave us at the 
time of the regular hearings? 

Mr. Goopwin. The figures that were in our original request were 
based on figures that we were called upon to furnish in our request to 
the Bureau of the Budget last September. 

Mr. Bunge. That is true of these, also, is it not? 

Mr. Goopwin. No. These are based on figures we furnished the 
Bureau of the Budget within the last 6 weeks or 2 months. 

Mr. Buper. How much would you estimate it would cost for the 
unemployment compensation for veterans to run that program up to 
the first of March of 1955? 

Mr. Goopwin. Roughly $115 million. 

You may be interested in the way these figures have been running 
in the last few months on percentages of unemployment. 
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Starting in January it was 3.4, February it was 4.5, March it was 
4.6, April 4.5, May 4.0 and June estimated 4.8. 


COMPARATIVE UNEMPLOYMENT FIGURES 1948-55 


Mr. Buper. In addition to the figures which you previously 
furnished the committee, at the time of the hearings on the third 
supplemental, on total unemployment and insured unemployment | 
wish you would bring those up to date showing what the total unem- 
ployment is and what the insured unemployment is and the percentage 
figure, just to bring the table up to date. 

Mr. Goopwin. You want that submitted for the record? 

Mr. Yes. 

(The information requested is as follows.) 


U. 8. Department or Lasor, BurEAU or EmMpLoymMENT Security 
Average total and insured unemployment 


State unemployment insurance | Insured 
Civilian labor force ! programs pracy 
ployment 
as a per- 
cent of 
Unemploy- total un- 
ment employ- 
ment 


Percent 
46.3 


948 
July-December 1947 
une 1948 


July-December 1948. 
January-June 1949____. 


98 


951 
July-December 1950... 
1951... _. 


= 


Pep. 
o 
=a 


J uly- December 
January-June 1952 


July-December 1952___- 
January-June 1953 


January-June 1954 
1955 
1955 (revised) 


1 Bureau of Census, based on sample week. 
2 BES-reported covered employment in base period. 
3 Estimated. 


MEXICAN FARM LABOR PROGRAM—-PROGRAMING OF ADDITIONAL 
PERSONNEL 


Mr. Bupcr. Now with regard to the Mexican labor program, I 
note that you are programing approximately a 20 percent increase in 
the category of supplying foreign labor requirements, the people 
actually working on the job of bringing in workers. 

At the same time you request 27 new positions for regional offices 
and 14 new positions for the Washington office. 

Why would those two increases be necessary? 

Mr. Goopwin. The regional office positions and some of the national 
office positions are in connection with the compliance part of the 
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program. That is where we have them housed. Their job is to make 
contact with the employers and see that the terms of the international 
agreement and the work contracts are being lived up to. 

Mr. Bupa. Those are the people who see that the contracts are 
lived up to, as you say. But the compliance part of the program 
doesn’t add much so far as getting labor on the farm, does it? 

Mr. Goopwin. No. It doesn’t have to do with getting it there. 
That is true. It does have to do with seeing that the international 
agreement is lived up to by the employers. 

Mr. Bupex. It would seem to me on the basis of your statement 
concerning activities of the Department of Justice, your emphasis 
should be with getting people on the farm rather than with the 
compliance section. 

How many people are now engaged in this program in the Washing- 
ton office? 

Mr. Goopwin. The total now is 56. That is about what we brought 
it down to after a discussion with this committee last year. 

Mr. Keenan. The addition to the national office is due to the in- 
crease in workload. We have to handle so many pieces of paper for 
each Mexican. It is necessary under the international agreement to 
maintain certain records. That is true in the field with respect to 
the compliance men. One of the big things they do is to hold down 
the claims. We have had a lot of difficulty in past years with the 
Mexican Government making claims against employers at the end of 
the season. 

Our compliance men go in at the end of the period, when a worker 
has contracted for 8 weeks, checking with the workers and check with 
the employer and make sure there will be no claims filed. That has 
saved the growers a great deal of difficulty and has insured that the 
workers were satisfied and did not leave the country feeling they were 
owed back pay. 

Mr. Bupae. I am acquainted with that, of course. I still can’t see 
why you should have a 25 percent increase in the Washington office 
and a sizable increase in the regional offices when you increase the 
people who actually get the Mexican laborers on the farm by only 
20 percent. It is the latter job which is what I assume you want to do 
in hght of the statement you made regarding the activities in the 
Department of Justice? 

Mr. Goopwin. One explanation of that is this: When we made the 
increase in the workload, when the estimate was revised, when Hidalgo 
was added, our estimate went up from 205,000 workers brought in to 
260,000. The Congress appropriated some additional money for 
Hidalgo. 

At that time there was no provision made for any of the supporting 
services such as the compliance men. So our increase here for that 
type of function is really not from 260,000 to 350,000. It is increase 
from 205,000 to 350,000. 

Mr. Bupas. Mr. Fogarty? 


DISPARITY IN ESTIMATES FOR UNEMPLOYMENT COMPENSATION 


_ Mr. Focarry. Do you consider this estimate before us now for 
increased funds for administration of the employment services an 
honest estimate? 
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Mr. Goopwin. Yes, sir. 

Mr. Focarrty. So far as you know it is a good honest estimate 
based on facts? 

Mr. Goopwin. Yes, sir. 

Mr. Focarry. Did you consider the original request you made a 
few months eo an honest request based on facts? 

Mr. Goopwin. Based upon the assumptions which were involvec| 
at that time. These requests always are based on workload assump- 
tions. I think the estimate originally submitted, based upon the 
workload estimate, was an honest one and was a good one for tha: 
size workload. The last look we had at that was early November. 

Mr. Foearry. Did you consider that workload estimate an hones: 
one? 

Mr. Goopwin. It was for the time it was made. 

Mr. Fogarty. Was that workload worked up on the basis of all 
the knowledge you had as to how many would be unemployed in 
the fiscal year 1955? 

Mr. Goopwin. At the time it was made that was our best estimate 
as to what our workload would be; yes. You understand that was—— 

Mr. Focarry. You had no other estimates, no other agency gave 
you higher estimates? 

Mr. Goopwin. No other Government agencies what? 

Mr. Focarry. The thing I am getting at is that I have never seen 

ou people so far wrong as you have been this year in these requests. 
Share seen a lot of supplementals but this one beats them all. How 
wrong can you be? 

Mr. Goopwin. If you check back on our experience in 1949 you 
will find we did about the same thing there. I have forgotten what 
the supplemental was. It seems to me it ran between $25 and $30 
million at that time. We got caught then in an economic switch 
which came rapidly. We got caught again this time in the same thing. 

Mr. FoGcarry. Never quite as bad as this. 

Mr. Goopwrn. I would have to check it. 

Mr. Focarry. Take the Korean situation. You were way off 
on that. 

Mr. Goopwin. We were. 

Mr. Focarry. I think you could have used better judgment orig- 
inally and made a little better estimate than you did. 

Mr. Goopwin. Hindsight is better than foresight. 


RESTRICTIONS ON WITNESSES TESTIFYING 


Mr. Focarry. Another thing that bothers me is this: 1 know you 
are under some restrictions when you appear before this committee. 
This year we were considering your original budget asking us to 
appropriate $216 million for employment services, and at the same 
time you knew, or at least had a good idea, that you were coming 
in for a supplemental of about $50 million more at some later date. 
That seems to make mockery out of the hearings we held at that time. 

Mr. Goopwin. We had a good idea, but—— 

Mr. Fogarty. You had a good idea when it was originally worked 
up that there would be need for a supplemental, too, did you not? 

Mr. Goopwin. Not last fall, sir. e had some indications in late 
November, but if you remember that is when we got our first real 
signs of the downturn in employment and increase in unemployment. 
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Mr. Focarry. The only conclusion I can draw is that when you 
were testifying before this committee 4 months ago in March you 
knew you would have to come in with a supplemental. Events had 
changed, things were getting bad, much worse than you testified to 
at that time. That is all the information we had to go on. 

Mr. Goopwtn. I would have to check back. 

Mr. Focarrty. Perhaps it is not your fault but the fault of restric- 
tions you are under on volunteering information that you have when 
you testify before a congressional committee. But something ought 
to be changed so far as those limitations are concerned. 

If you had additional, pertinent information then it seems to me 
there should have been some way of your telling the story to this 
committee. Under your restrictions you are not allowed to unless 
asked by a member of the committee. You are here to justify the 
figures before us in the justifications. If those figures are old and 
not up-to-date and times have changed, you should tell us. 1 know 
you cannot unless you are asked but that doesn’t seem to be the right 
way of doing things. It is misleading a congressional committee. 

Mr. Goopwin. We certainly had no intention of misleading anyone. 

Mr. Focarry. I am not accusing you personally of it. 

Mr. Goopwin. I realize that. 

Mr. Focarry. I understand the restrictions you people are under, 
You can mislead a congressional committee under those restrictions 
and you cannot help it. If I were in your shoes I would have to live 
up to those orders, too. 

Mr. Bungee. In line with what Mr. Goodwin said about getting his 
first real knowledge about the unemployment picture in November, 
I note that insured unemployment was 840,000 in October, which 
was 21,000 lower than it had been in July, and then in November 
it jumped to 1,115,000, reached 2,182,CC0 in April, which was the 
high figure, and it has dropped down in the week ended June 12, to 
1,985,000. 1 would assume there was a very sudden and unexpected 
impact in November. 

Mr. Fogarry. I was on this committee when the other slump hit 
us in 1949. I remember you had to come back for a supplemental at 
that time. I also know that sometimes we have cut this fund be- 
cause it was the biggest item in the Department of Labor’s budget 
and it was always one we could cut. That was done several times 
by this committee. 

You always have had to come back for supplementals. I think 
you always have been on the conservative side so far as the estimates 
you have given us are concerned. But sometimes you are way over- 
board, as you are on this one. I am not blaming you for it because 
under the restrictions you have to operate under, appearing before a 
congressional committee and justifying the figures before us, you are 
under those orders to justify those figures and nothing else. Isn’t 
that right? 

Mr. Goopwin. Yes. 

Mr. Focarry. Unless you are asked? 

Mr. Goopwin. That is true on many points, but I think when we 
were before the committee, Mr. Congressman, it was apparent to 
everyone, to the committee members, to us certainly, that we were 
justifying it on the basis of certain assumptions. I think it was clear 
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to everyone that unemployment had increased considerably and the 
workload in the States had increased. 

You can argue that that would have been the time, or you can argue 
that the system should permit amendment of our request at that 
particular time. The logic of your remarks would lead you to some 
such conclusion. There is much to be said for it. 

On the other hand, there is good argument for waiting on the supple- 
mental until you get more experience and can have better information 
on what you can expect for the coming year, which I think is the case 
in connection with this request. 

I think our information now, what our needs for the next fiscal year 
will be, are somewhat better. Our information is somewhat better 
than what our information was back in March or February. 

Mr. Focarty. But generally speaking, those supplementals which 
come up to us in January or February have a still seen outlook on 
what is happening in tbe fiscal year within which you operate. 

Mr. Scrivner. This is substantially the same procedure followed 
in 1949. 

Mr. Fogarty. It came later in the year, January or February. 

Mr. Scrivner. The last supplemental request on unemployment 
compensation came about the middle of May 1950. 

Mr. Focarry. That was for the fiscal year we were operating in. 
This is for the next fiscal year. We just passed the bill last week. 
The original bill was passed last week. 

Mr. Scrivner. If these folks had a crystal ball which was absolutely 
accurate I would like to have it. 

Mr. Fogarty. I am not blaming them. In a situation such as we 
are in now, under the restrictions they are under, they can mislead a 
congressional committee as to what is the fact. 

Mr. Scrivner. The word is not “misleading.”’ 

Mr. Fogarty. Perhaps it is not, but it means about that. 

Mr. Scrivner. It has been that way as long as I can remember. 

Mr. Fogarty. We are not getting the facts that way in many 
cases. I know some of the reasons why the restrictions were put 
on, so departments couldn’t come up here and ask for funds for pet 
projects of theirs that weren’t approved by the administration. It 
perhaps does a lot of good. At the same time it prevents us from 
getting the facts unless we know something about the situation and 
can dig it out of them. 

I knew in my State last year when you appeared before us, unem- 
ployment was a great deal higher than you wanted to admit. 

Mr. Goopwin. Last March or February? 

Mr. Fogarty. Yes, sir. I don’t know what restrictions you were 
under at that time, but you were justifying a budget that was before 
us and I knew in my area that the situation was much worse than you 
wanted to admit at that time. 

Mr. Goopwrn. I don’t remember that, sir. I certainly would have 
admitted anything I knew. I may have had the wrong information. 

Mr. Fogarry. i don’t want to accuse you of not admitting it. 
You just didn’t perhaps have the right information, or the right 
information wasn’t given you. 

Mr. Goopwin. It is possible. 

Mr. Fogarty. That is the way I look at it. I cannot understand 
how you can go so far wrong, especially on this Korean veterans 
unemployment situation. 
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Mr. Goopwiyx. When we made that estimate I believe the figure 
was about $3 million a month, it has jumped up to $10 million a month 
since then. 

Mr. Focarty. Because of what factor? Not because of discharges 
alone? 

Mr. Goopwin. Not alone. That wasn’t a principal factor in the 
mistake on the estimate. The principal factor there was the increase 
in the rate of insured unemployment among Korean veterans. 

Mr. Fogarty. What causes an increase in rate of insured unem- 
ployed veterans? 

Mr. Goopwin. Direct relationship to availability of jobs. 

Mr. Fogarty. Unemployment? 

Mr. Goopwin. Yes. 

Mr. Fogarty. Certainly. 

Mr. Goopwin. Which I couldn’t have predicted last November, 
at least last October. 

Mr. Fogarty. You had a pretty good idea in March it would run 
substantially higher for 1955? 

Mr. Goopwin. I knew it was already substantially higher and 
probably would be higher in fiscal 1955. I did know that. 

Mr. Fogarty. We didn’t know it. 

Mr. Goopwin. I think you did, sir. 

Mr. Fogarty. I don’t recall now whether it was brought out or 
not in the hearings. 

Mr. Goopwin. It was not dwelt on but there was reference to it. 

Mr. Fogarty. I know we gave the full amount of the request for 
that program, but we didn’t on the employment services part of the 
program. 

STATE SALARY COSTS 


Some reference has been made to salary costs. It has always been 
my contention that the basic law stated that State salary costs for 
administration should be borne out of this fund, this three-tenths of 
1 percent. Is that in the basic law or not? 

Mr. Goopwin. The basic law on that is what has been attached to 
the appropriation act. It is not in the Social Security Act. But you 
will remember a few years ago this committee attached to the appro- 
priation bill language which would make it possible to usa a con- 
tingency fund for 3 purposes—1 of them was increase in salaries, 1 was 
increase in workload, and 1 was changes in State law. Then that was 
modified last year. 

Mr. Focarry. By this committee? 

Mr. Goopwrn. That is right. 

Mr. Focarry. And I have disagreed with it. J have been one of 
those who think that the increases in State salaries should be borne 
by this fund. 

Mr. Buper. Off the record. 

(Discussion held off the record.) 

Mr. Focarrty. At the time this change was made in 1954 perhaps 
I did agree to it, but I didn’t know what I was doing when I agreed to 
it. It seems to me that it was the intent of Congress when this law 
was passed that these increases in State salaries should be paid by this 
three-tenths of 1 percent which is for the administration of this pro- 
gram, 
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This money is coming out of the pockets of the employers who pay 
it, for administering this program. If it was coming out of other funds 
of the Treasury of the United States then I would say perhaps we had 
a right to try to do something about it. But it is coming out of a fund 
on which the Federal Government is making $60 million a year and | 
do not think it is fair to say to the States, “We are going to change 
this program now. You assume the cost by cutting out some of your 
own programs.’ 

I think you are weakening the program and when you weaken the 
program it costs more money to operate. 

Mr. Bupar. If you will yield to me just a moment I would like to 
correct. the statement that this was intended in the basic legislation. 
The witness has just told us it was not in the basic legislation, that it 
was written in the appropriation bill. In all probability it would be 
subject to a point of order on that ground because it did enlarge on the 
basic legislation. 

Mr. Focarry. Maybe it would, but I think the history of this will 
show that the administrators, the State administrators of these pro- 
grams in the various States, from what I have heard, 98 percent of 
them will say it should be borne out of this fund. 

Are there any State administrators that you know of that are— 

Mr. Goopwin. Excuse me. They are almost unanimously in Sbieor 
of the use of the contingency fund to pay the salary costs, Mr. Fogarty. 

Mr. Fogarty. What happened before we had a contingency fund? 

Mr. Goopwin. I guess about the same thing that happened this 
last year which was that in some cases where the legislature had acted 
to increase costs they were paid in other State departments but for 


lack of money it had to be postponed in the Employment Security 
Agency. In some cases they took the mone ev out of certain functions, 


they curtailed certain functions so that with the employees they had 
left they still could meet the costs. In general, it came out of the 
employment service and they were able to make fewer placements 
because of it. 

Some of the costs came up at a much later time. 

Mr. Foacarry. In the end we have to pay for every salary increase, 
anyway, don’t we? 

r. Goopwrn. I would say this: There was money saved, but it 
was saiied at the expense of some of these functions which in my 
opinion should have been performed. There was money saved, 
though. You cannot get around that; not all of it. 

Mr. Fogarty. We postponed paying these increased salaries for 6, 
8, 10 months or a year? 

Mr. Goopwin. That happened in a good many cases, yes. The 
State action was not postponed, but making it effective in some States 
was postponed. 

Mr. Focarry. That is what I meant to say. 

Mr. Goopwin. Yes, sir. 

Mr. Focarry. That was put into the contingency fund because it 
was one of those things we on t foresee in the coming year? 

Mr. Goopwin. That is right 

Mr. Focarry. We couldn't tell what the States were going to do? 

Mr. Goopwin. That is right. 

Mr. Focarrty. This fund is to pay for State salaries of employees, 
is it not? 
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Mr. Goopwin. You will remember we are always coming up with 
supplementals. 

Mr. Fogarry. This was an attempt to get away from supplemental 
appropriations, this contingency fund, but we never got it up high 
enough. We always cut it. 

Mr. Goopwin. That is right. 

Mr. Fogarty. If we had a contingency fund of about 10 percent it 
would be different. Unless we have a situation such as we had this 
year a 10 percent contingency fund would take care of those three 
factors, wouldn’t it, most of the time? 

Mr. Goopwin. Experience has indicated it would. 

Mr. Fogarty. About a 10 percent contingency fund? 

Mr. Goopwin. Yes. 


AMENDMENTS TO BASIC LAW 


Mr. Focarry. What about the new law, the new law we are going 
to have before us perhaps next week? 

Mr. Goopwin. There are two laws. One is the Reed bill dealing 
with administrative financing. The other is the Reed bill dealing 
with coverage items principally. 

Mr. Foearry. Will those two increase the administrative cost of 
the program? 

Mr. Goopwin. Yes. It will increase the administrative cost in the 
States. 

The administration recommended that coverage be reduced to em- 
ployers of one or more. The House Ways and Means Committee 
reported out four more. It has not yet been considered by the 
Senate Finance Committee so we don’t know where it will go. 

If the administration’s recommendation is followed on coverage of 
employers of one or more, then that will increase the administrative 
costs of the program because many States will increase the coverage. 
‘ Mr. Foacarry. How much do you estimate the increased cost will 

e? 

Mr. Goopwin. I really haven’t gone into estimates on that as yet. 
I imagine we could furnish them. 

Mr. Fogarry. What good would it be to pass this law if we don’t 
provide the necessary funds to make it operable? 

Mr. Goopwin. We cannot ask for money until the law is on the 
books. 

Mr. Bunge. I might say this committee couldn’t act on your 
request even if you did and Congress couldn’t appropriate the money 
because it wouldn’t be authorized. 

Mr. Scrivner. That is what you contemplate in deficiency hearings 
when there has been a change in the law which requires more funds, 
That is a proper subject of deficiency hearings. 

Mr. Fogarry. Why should I vote for this bill next week, then? 
If we are going to adjourn by the end of July and not come back until 
next January why should I vote for this thing? 

Mr. Goopwin. That is the sort of thing the Bureau of the Budget 
will authorize deficiency spending for. 

Mr. Fogarty. We are not going to get any more supplementals up 
here after today. 

Mr. Scrivner. With funds available they could make expenditures, 
and come January they would be in better position to come in with 
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an estimate of the additional cost of the law which would really be the 
proper subject for a deficiency bill. 

r. Dopson. We have had an unfortunate experience in connection 
with the veterans’ unemployment compensation. That was sub- 
stantive legislation passed on about the last day of Congress. [It 
authorized us to go ahead and incur expenses of administration. 
When we came up to make our case then we didn’t do a good job and 
found ourselves in an embarrassing financial situation. e never got 
1 cent of money for administering the program we speak of. It is 
now estimated at $144 million. 

Mr. Goopwin. For benefits. 

Mr. Dopson. That is right. 

Mr. Goopwin. One of the things we do not know about is the 
effective date of this kind of an amendment. We made a recom- 
mendation but it could be changed. 

Mr. Foaarry. What was the recommendation? 

Mr. Goopwin. January 1 of 1955. 

Mr. Bupar. Mr. Dodson, you said you never got money for ad- 
ministering the program for unemployment compensation for vet- 
erans. A few minutes ago you attributed $3.9 million of the increase 
in grants between 1954 and 1955 to administering that program. 

Mr. Dopson. I should have made it clear we never got money for 
Federal personnel for administering it. The $7 million which in- 
cludes the $3.9 million increase, is all for State personnel. 

Mr. Krenan. The control file where we are checking for duplicates, 
we absorbed that. The quasi-auditing function we are trying to do 
in the States to be sure they are following the Federal law was 
absorbed. 


DEPARTMENT’S POSITION RE USE OF CONTINGENCY FUNDS FOR SALARY 
INCREASES 


Mr. Fogarty. What do you think about the salary costs—the 
contingency fund paying these increases in State salaries? Do you 
think it ought to pay them or not? What is the thinking of the 
Department on that? 

Mr. Goopwin. Our recommendation to the committee at the time 
the regular request was submitted, and we are repeating it now, 
is this middle ground position that salary increases should be paid out 
of the contingency fund where there is general application. That 
means that certain salary increases still have to be absorbed. Within- 

ade salary steps have to be absorbed. It means that when the 

tate legislature comes along and provides a salary increase for all 
State departments that we would be able to meet that increased cost 
out of this and the State agency would not be forced to reduce the 
employment service or something like that to absorb the cost. 

Mr. Fogarty. In the 1955 bill the Senate agreed with you but the 
House did not. Is that correct? 

Mr. Goopwin. Yes. 

Mr. Fogarty. You asked for $216 million. We gave it all to you, 
but we took $16 million and made that the contingency fund? 

Mr. Goopwin. That is right. 

Mr. Foearty. That is the way it came out? 

Mr. Goopwin. Yes. The Senate receded on that point, too. 
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Mr. Fogarty. | think with the understanding that this would be 
reconsidered when this supplemental was before us. 

Mr. Goopwin. We were told that unofficially. 

Mr. Bupex. Would you yield a moment? 

Mr. Fogarty. Yes. 

Mr. Bupex. Mr. Goodwin, the language written in the Senate bill 
was not as you have just described it, was it? 

Mr. Goopwin. No. 

Mr. Buper. The Senate language was to take care of all salary 
increases? 

Mr. Goopwin. That is right. 

Mr. Bupar. That ought to be made clear. It was not what you 
recommended. 

Mr. Goopwin. I didn’t comment on what came out of the Senate, 
or at least I didn’t intend to. 

Mr. Bupee. You told Mr. Fogarty that the Senate wrote in the 
language which you recommended and which you are now recom- 
mending. That was not the fact. 

Mr. Goopwin. I am sorry. I didn’t understand Mr. Fogarty 
correctly, then. 

No; the Senate went back to what we had prior to last year, which 
was provision that the contingency fund could be used for all types of 
salary increase. 

Mr. Bupae. That is not what the Department was recommending? 

Mr. Goopwin. That is right. 

— Buper. And that is not what it recommends now. Is that 
right! 

“Mr. Focarty. What are you recommending now? 

Mr. Goopwin. We are recommending, and we have furnished 
language which would carry out that recommendation, that the con- 
tingency fund be used for general salary increases, so-called across- 
the-board salary increases. It cannot be used for within-grade salary 
increases. Those would have to be absorbed. 

Mr. Foaarry. Is that the way it was originally set up? 

Mr. Goopwin. The way it was originally set up in the contingency 
fund both types could be paid from that fund. 

Mr. Fogarty. So it is tightening up a little bit? 

Mr. Goopwin. That is right. It follows the action of the Congress 
last year which indicated some dissatisfaction with the way this has 
been operating. We examined it closely and proposed this middle-of- 
the-road position. 

Iam sorry, sir. Mr. Keenan points out that the Senate committee 
— was the language we recommended. It got changed on the 
oor. 

Mr. Bunge. Of course you were referring to what was before the 
House and Senate conferees? 

Mr. Goopwin. Yes. 

Mr. Bupas. And the language as it passed the Senate was the 
language taken up in conference and the only language we could take 
up in conference? 

Mr. Goopwin. That is right. 

Mr. Fogarty. It was changed on the floor of the Senate? 

Mr. Goopwin. Yes. 

Mr. Focarty. Amendment by whom? 
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Mr. Goopwin. Senator Bridges, and I think that represents what 
the State administrators wanted. They made some suggestions to 
Members of the Senate along that line. 

Mr. Focartry. The State administrators want more than the 
Department is recommending as far as salaries are concerned? 

Mr. Goopwin. That is right. 

Mr. Focarry. What other recommendations have the State admin- 
istrators made? 

Mr. Goopwin. They made a recommendation on the regular 
request having to do with the size of the contingency fund. They 
wanted to go acti to the $6 million for the contingency on that and 
$210 million on the basic. 

Mr. BupaGr. The gentleman from Rhode Island indicated that he 
thought the proper latitude was a 10 percent contingency fund. 
The one in the bill just passed is already 8.2 percent. 

Mr. Focarry. I was hoping that once we established the 10 percent 
or got up near it we would go on a percentage basis, of what we appro- 
priate each year for these administrative services, for a contingency 
fund. Then the States would know: just about what would be 
available. This way they don’t know from year to year whether they 
will have a contingency fund, whether there will be 1 million in it 
or 10 million in it. That was my thinking on that part of it. 

You think this amount of money will carry you through until 
next year? 

Mr. Goopwin. Yes. 

Mr. Fogarry. You don’t think you will be coming back next 
spring for a deficiency or supplemental? 

Mr. Goopwin. I don’t think so, with the possible exception of the 
amendment to the law which would introduce new costs which are 
not included in this estimate. 

Mr. Fogarry. That is all, Mr. Chairman. 

Mr. Goopwrn. I was going to say that I don’t have that crystal 
ball that Congressman Scrivner referred to a moment ago. 

Mr. Focarry. I can understand that. If we go to war between 
now and then that would change the situation completely? 

Mr. Goopwin. That is right. 

Mr. Focarry. In fact you wouldn’t spend this. 

Mr. Goopwin. Barring that kind of development I think the esti- 
mate is adequate. 

Mr. Focarry. That is all. 

Mr. Bupee. One question, Mr. Goodwin. I am the new member 
to this committee. I am interested to know whether you have any 
different instructions relative to your presentation before this com- 
mittee than you have had in past years? 

Mr. Goopwin. No; I think not. No; we have not. 

Mr. BupeGe. We should infer, then, that any instructions which have 
been given you are the same type of instructions you have had rela- 
tive to appearances before congressional committees for some years 

ast? 
Mr. Goopwin. There is no difference. 

Mr. Buper. Mr. Secretary, have you anything you would like to 
say before we conclude? 

‘Mr. Larson. Nothing further. Thank you. 

Mr. Bupce. We will recess and reconvene at 2 o'clock. 


Wepnespay, JuLy 7, 1954. 
DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 


SALARIES AND ExpENsss, OFFICE OF THE SECRETARY 


WITNESSES 


NELSON A. ROCKEFELLER, UNDER SECRETARY 

RUSSELL R. LARMON, ASSISTANT SECRETARY 

GEORGE P. LARRICK, DEPUTY COMMISSIONER OF FOOD AND 
DRUGS 

JAMES F. KELLY, DIRECTOR OF BUDGET AND FINANCE 


Mr. Buper. The committee will be in order. 

We have several items this afternoon from the Department of 
Health, Education, and Welfare. The first item is for the Office of 
the Secretary in House Document No. 438, which we will place 
in the record at this point: 


Salaries and Expenses, Office of the Secretary 


“For an additional amount for ‘Salaries and expenses, Office of the Secretary’, 
yee of which $86,000 shall be available only for administrative and operational 
studies.” 

The proposed supplemental appropriation is to provide necessary assistance to 
the two Assistant Decides: studies of certain organizational problems within 
the Department, and consultative services connected therewith. 

Mr. Bupae. We are happy to have Under Secretary Rockefeller 
with us. 

Do you care to make a statement at,this time, Mr. Secretary? 

Mr. Rockere.uier. Mr. Chairman, I would like to state that the 
Secretary feels very badly not to have been able to appear before you 
at this meeting this afternoon in support of the supplemental appro- 
priation request. However, she has been detained with some legis- 
lative problems, and therefore has asked me to represent her before 
the committee. 

GENERAL STATEMENT 


If I might, Mr. Chairman, I should like to present a very brief state- 
ment on behalf of the Secretary for the record. 

Mr. Bupae. Very well, sir. 

(The statement referred to follows:) 


STATEMENT OF Overa Hospy, Secrerary or Epucavrion, AND 
WELFARE, BEFORE THE APPROPRIATIONS COMMITTEE CONSIDERING AMEND- 
MENT TO THE 1955 EsTiMAaTEe FOR SALARIES AND EXPENSES, OFFICE OF THE 
SECRETARY 


Mr. Chairman and members of the committee, since preparation of the 1955 
budget estimate last fall, experience has forcefully demonstrated the inadequacy 
of the staffing of the Office of the Secretary. This has been recognized by the 
Director of the Budget and the President in approving for presentation to you the 
supplemental estimate you are now considering. The demands placed on the 
staff in dealing efficiently with the multiplicity of problems of an organization of 
the magnitude of this Department are extremely heavy. They are being met by 
long hours, by devoted staff. This can be done temporarily, but it is false economy 
to try to operate indefinitely with less than minimum staff. 

The Department needs and is asking, therefore, for an addition to the appro- 
priation for the Office of the Secretary for these purposes: 

(1) Administrative and operatione! studies 
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(2) Additional staff for Assistant Secretaries 
(3) Consultant services 

I would like to comment briefly on each of these purposes. 

Administrative and operational studies —The estimate proposes that studies 
made of the following: The Food and Drug Administration, Freedmen’s Hospital, 
Gallaudet College, and the field organizations. The Department feels it is neces 
sary to obtain expert assistance in these studies and therefore is proposing that 
they be undertaken by groups of consultants who are experts in the various fie: 
involved. I should like to describe the principal purposes of each study. 

A. Food and Drug Administration.—For the past year we have been reviewing 
the existing legislation and program needs of many of the major units of the 
Department and have developed recommendations for changes in our legislation 
where required to meet today’s conditions. The only constitutent which has no: 
been so intensively studied is the Food and Drug Administration. In this con- 
nection it is highly desirable to evaluate the present enforcement policies and 
programs in order to determine what changes, if any, should be made, both in the 
direction of removal of unnecessary obstacles to business or more adequatel) 
protecting the public. It is important that the Department be assured that its 
policies represent the best balance which can be achieved between protection and 
regulation. This is both a difficult and delicate balance to achieve. To accom- 
plish this review with proper perspective the Department needs the advice and 
counsel of an outside group of highly qualified individuals. 

There is also need for a review of the programs of enforcement to determine 
whether emphasis is being properly placed on the highest priority problems and 
to determine whether the level of enforcement activities is appropriate and ade- 
quate for the needed public protection. In this connection I should like to point 
out some ways in which the number and variety of establishments and problems 
with which the Food and Drug Administration must deal has grown and changed. 
As the population has grown during the last half century it has become concen- 
trated in urban areas. In 1910, shortly after the pure food and drug law was 
enacted, 35 percent of our citizens lived on farms and in rural areas. Since then 
the percentage has gone down to 18, and 70 million people have been added to our 
nonfarm population. Food for city dwellers is processed in factories about which 
the consumer usually knows nothing. 

Simultaneous with the growth in the number of consumers who depend upon 
foods processed in factories and other establishments uhere has been a tremendous 
increase in the variety of products and the complexity of food processing. Inspec- 
tion has consequently become increasingly difficult. 

An example of an important food product which is now a very large business 
and where protection of the consumer is of utmost importance is the business of 
baby foods. Thirty years ago food for babies was largely prepared in the kitchen. 
The food industry has devised and developed a variety of packaged ready-to-eat 
baby foods. The average housewife no longer prepares strained fruits, vegetables, 
or cereals in her kitchen. Instead she buys them packaged in tin or glass. Each 
of the advances in the development of such foods is desirable and adds greatly 
to the convenience of the housewife, but each added step in the preparation of 
these finished foods increases the consumer’s dependency on the work of others. 
The tremendous growth in the complexity of our food-production mechanism and 
the impossibility of consumer self-protection, as was possible in the days when 
a large proportion of food was consumed at or near the location where it was 
produced, add to the magnitude and importance of the problem. 

In the drug field the situation is undergoing an even more rapid change. Since 
1939 the production of the following drugs has jumped tremendously: In dollar 
terms, sales of endocrines such as hormones, including ACTH and cortisone, 
have multiplied nine times. Antibiotics have grown from nothing to a $250 million 
business. Sales of barbiturates have more than tripled. Sulfonamides have 
multiplied eightfold. These examples of the rapidly changing drug field indicate 
clearly the need for a ‘“‘new look” at the problems involved and the character and 
peters | of the inspection and enforcement machinery. A final element of the 
epee study, therefore, will be a review of the organization of the Food and 

ug Administration in terms of effectively meeting its responsibilities. 

B. Freedmen’s Hospital.—This study is required in order to determine with 
respect to Freedmen’s Hospital (a) the extent of need as a teaching facility for 
Howard University, (b) its function as a part of the community hospital system, 
and (c) its function as a training center for medical and allied professional per- 
sonnel. The purpose is also to review and recommend the appropriate relation- 
ship of Freedmen’s Hospital to the Department of Health, Education, and Welfare, 
the District of Columbia government, Howard University, and the Washington 
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community. An important element of the study will be consideration of the 
adequacy of present physical facilities to meet the basic purposes of the 
institution. 

C, Gallaudet College (Columbia Institution for the Deaf).—This study is neces- 
sary in order to appraise the needs of this institution with respect to its program 
and its physical facilitiés. The college should be accredited as promptly as 
possible. One major purpose of the study will be to assure that the planning 
required for such accreditation is accomplished. Another major purpose is to 
develop more opportunities for highly trained deaf persons and make recom- 
mendations as to whether the curriculum of the institution might not be better 
focused on education and training for such opportunities. A third objective is 
an exploration of the possibilities and avenues for obtaining wider public interest 
and support. 

Recently enacted legislation, Public Law 420, more clearly establishes the rela- 
tionship of Gallaudet College to the Federal Government and authorizes a long- 
term development program. In the committee hearing on this legislation com- 
mittee members urged immediate and vigorous action to improve the program and 
facilities of Gallaudet College. 

D. Field organizations —This study was originally proposed by the Department 
beeause of the need for a review of the field service structure and determination 
of the proper assignment of authority and responsibility to regional directors and 
their relationship to the constituent programs. Now, in view of the cuts in the 
office of field services made by the Congress, this study becomes even more urgent 
and will require a complete review of not only the organization but also the basic 
concept and scope of the field services. It is imperative that the study be under- 
taken immediately and that the Department have the funds necessary to make 
a thorough review with the aid of expert assistance in the next few months. The 
determinations that should be made as a result of this study are: 

(1) The number, location, scope, and organization of regional offices necessary 
to most effectively carry out the Departments programs in the field. 

2. The appropriate relationship of the constituent fie'd activities to the regional 
offices. 

(3) Effective reporting from the field to the Office of the Secretary of program 
and administrative problems. 

In addition there are the new responsibilities for a major role in civil defense in 
the event of a continental attack which the Department must assume. These 
responsibilities would fall importantly on the regional organization of the Depart- 
ment. In order to organize effectively to discharge these responsibilities, a com- 
prehensive review of this branch of the Secretary’s Office is now essential. 

Summary.—The amount requested for the administrative and operational 
studies —$86,000—should be repaid many times over in terms of laying solid 
groundwork so that these four organizations may be truly responsive to the 
needs which they are intended to serve and so that their operating effectiveness 
and efficiency are high. 

Additional staff for Assistant Secretaries—In earlier testimony before this 
committee on the appropriation for the Office of the Seeretary the responsibilities 
of the Assistant Secretary for Federal-State Relations and the Assistant Secretary 
for Program Analysis were discussed, and it was stated that since both of these 
Assistant Secretaries are heavily burdened we were exploring the question of 
whether it would be necessary to request additional funds to provide them 
adequate supporting staff. In order that they may effectively discharge their 
responsibilities and give adequate time and attention to the many problems 
Prep va to them for action, a staff assistant and secretary are now requested 
for each, 

In the case of the Assistant Secretary for Federal-State Relations there are 
many matters arising constantly which require the help of a general assistant. 
Examples of such matters are: 

(1) Careful review and analysis of reports, correspondence, etc., coming to the 
Assistant Secretary and the preparation of draft replies, digests, and analyses. 

(2) Staff assistance in relation to the organization, operation, and coordination 
of special studies coming under the jurisdiction of the Assistant Secretary. 

(3) Special fieldwork and personal observation of selected administrative 
problems for the Assistant Secretary. 

This Assistant Secretary for Federal-State Relations has been the man to whom 
a great many unanticipated problems requiring Departmental policy judgment 
have been assigned. Doubtless during the next year many more will continue 
to arise that cannot now be foreseen. unds for one general staff assistant would 
materially strengthen the operation of his office. 


en- 
Vas 
ur : 
ich 
On 
eC 
of 
en, 
pat 
es, 
ch 
uly 
of 
rs. 
nd 
en 
"as 
ice 
lar 
n€, 
on 
ve 
ite 
nd 
he 
nd 
th 
or 
nN, 
r- 
n- 
e, 
on 


1256 


The other Assistant Secretary, the Assistant Secretary for Program Analysis, 
has only the part-time assistance of one program analyst. There are not enough 
hours in the day for the Assistant Secretary for Program Analysis to analyze 
carefully all of the numerous issues which arise. An estimated 800 to 900 bills 
in the current Congress involve health, education, and welfare, many of which 
represent very complicated issues. The Department is called upon to report 
on a substantial proportion of these and also on other bills in which the Depart- 
ment has a collateral interest. 

The amount of funds requested for these two Assistant Secretaries—to permit 
addition of one professional and one clerical person in each of these two offices— 
is $26,000. This request is urgent in view of the heavy volume of work carried 
by these two offices. 

Consultant services.—The original budget estimate for 1955 included only $7,500 
for such services. This has proved insufficient. In this fiscal year, 1954, we have 
obligated well over $21,000 for this purpose. This money has been made avail- 
able by leaving other important positions vacant for large parts of the year. The 
temporary employment of consultants is an effective and economical method of 
dealing with many problems. Many individuals from industry and private life 
are willing to make their services available as a public service, and often at finan- 
cial sacrifice, for short periods on a consultative basis. This practice enables the 
Department to utilize the services of such experts at reasonable cost in recognition 
of the need for special services on a temporary rather than a permanent basis. 
These consultant services have been invaluable. Adequate continuation of them 
is essential to give proper evaluation and direction to the many varied programs 
of the Department. Roske to permit retention of consultants are particularly 
important to this Department because of the highly specialized character of so 
much of the work of the constituents. 

Additional funds of $12,509 are needed to bring the amount available for this 
purpose up to the level which experience of the past year has shown to be necessary. 

Conclusion.—It is of very great importance that the Office of the Secretary have 
means to carry out the heavy responsibilities placed upon it for reviewing basic 
policies and properly administering the Department. 


Mr. Bupar. Do you have something further that you wish to add 
to the Secretary’s statement? 

Mr. Rockere vier. Well, I would like to make a few comments 
about the Food and Drug Administration, Mr. Chairman, and to 
perhaps call your attention and the attention of the members of the 
committee to some statistical material about the scope and character 
of the problem that is now being handled by the Food and Drug 
Administration, the rapid growth in the volume of work which they 
have and the increased complexity of the work, which is the reason 
for our request for additional funds to permit us to organize a compre- 
hensive study of this department and the problems that it faces in 
protecting the consumers and their best interests. 

Dr. Larrick has come with us to this hearing, and I thought perhaps 
he might briefly, if you would be willing, run through some charts of 
some statistics which he would like to show you that graphically show 
the magnitude of the problem and its rapid growth. 


STUDY OF FOOD AND DRUG ADMINISTRATION 


Mr. Bupae. Before the doctor ee. it is my recollection that the 


Secretary stated, at the time we held hearings on the regular appro- 
priation bill in March, that the Department was going to immediately 
undertake a study of the Food and Drug ‘Administration. Now 
funds are requested in this bill for that study to be made in 1955. 
Has anything been done in line with what the Secretary told us was 
going to be done? 

Mr. Rockere ier. Very frankly, Mr. Chairman, we just did not 
have the money to do it and the manpower we have was so occupied in 
the Department we have not been able to undertake it. In addition 
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to that, as we discussed the matter among ourselves and with the 
Food and Drug people, it became increasingly evident that because of 
the technical character of some of the operations in that Department 
and because of the wide impact on the consumer and the impact on 
the producer and the processor, that we ought to call together a group 
of people who were both skilled in the special phases of this operation, 
that is, in the food field, food-processing field, the drug field, and the 
cosmetic field, and people who could bring an impartial, broad point 
of view to bear in a study of evaluation of the work that is now being 
done and the history of the legislation and the responsibilities which 
the Department and the Government have as they have been given 
tous by the Congress. And we felt, frankly, a better job could be done 
and one that might more effectively reflect the best interests of the 
country as a whole if a group were brought in to work with the Depart- 
ment in this study. That is the reason for the request. 

Mr. Bunge. Dr. Larrick? 

Dr. Larrick. Mr. Chairman, I have a group of charts that I would 
like to present for consideration of the committee. 

(The charts were submitted to the members of the committee.) 

Dr. Larrick. The first chart shows that the basic law under which 
we operate was passed by the Congress in 1938. Successively, as new 
problems have occurred and new tasks arose, the Congress amended 
the statute and placed not only more responsibility on the Food and 
Drug Administration but unquestionably has, in general, kept public 
protection abreast of the increased problems in food and drug and 
cosmetic production. 

The next chart, and | am running through them rapidly, shows the 
population increase. Every person in this country is a customer of 
the Food and Drug Administration because they eat foods and take 
drugs. In 1910 we had 92 million people, 65 percent of whom lived 
in cities and towns. In 1952 we had 157 million, but 84 percent of 
them lived in cities and towns, and, thus, had to have their foods pro- 
duced for them by factories rather than have them produced on the 
farms where they lived. 

The next chart shows the increase in farm production. Farm 
production is the basic start of our food supply, and is a good criterion 
of the volume of commodities that are subject to the pure food and 
drug law. Taking the period from 1935 to 1939 arbitrarily as 100, 
you will notice, for example, that by 1950 the food grains had grown 
to about 145, poultry and eggs were over 180, contrasted with a low 
of between 100 and 120 back in 1930. The black line shows that the 
overall gross farm production has continued to rise. 

Coming to the next chart, this is simply one example of the com- 
plexity of the preparation of foodstuffs today. In 1920 the young 
mother had as a choice for her babies’ basic food breast milk, cow’s 
milk, or evaporated milk. If she wanted to give the baby strained 
vegetables, chopped vegetables, or any other commodity, she prepared 
it in her own kitchen. But American industry applied its ingenuity 
to the problem and produced in succession modified milk preparations, 
then the vitamin preparations, bottled and canned foods of all sorts 
for the baby, strained fruits and vegetables, ready-to-eat cereals, and 
finally the processed powdered egg yolk, which is an important 
protein food. So practically the entire diet of the baby today can 
be had from bottles and cans. Each one of those developments 
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increased the problems of both the manufacturers and the law- 
enforcement agency. There was little opportunity for contamination 
with chemical or bacteriological poisons when the baby food was 
prepared right in the home kitchen. Sanitation was simple. Con- 
tamination with filth rarely occurred, nor did spoilage. All of these 
problems multiplied as each new step was added to the processes 
employed in production of the food. And finally the problem of 
truthful labeling was involved. 

The next chart on quick-frozen foods is simply another illustration. 


CHANGES SINCE REGULAR BUDGET SUBMISSION REQUIRING 
SUPPLEMENTAL FUNDS 


Mr. Scrivner. What is there in this presentation you have been 

giving us from these charts that has to do with supplemental or 

ficiency funds, and what is the urgency of the request? What is 
here that was not here when you came up with the regular 1955 re- 
quest! 

Mr. Rockers vier. Funds were not included in the original request 
which was made up a year ago because it had not been contemplated 
at that time that the study would be made. It has come up subsequent 
to that. This question of the Food and Drug program has been under 
consideration in the Congress, and we have discussed with various 

ple on the Hill their concern about the program of Food and 
rug. It has been a long time since there has been a thorough re- 
view, an impartial outside review of these very extensive regulatory 
functions which are carried out by Food and Drug both in all of the 


foods in the country and all the cosmetics of the country and also the 
drugs of the country. And there are various epen of major na- 


tional significance. There has been a good deal of legislation and dis- 
cussion on the Hill relating to this Department, and it was our feeling 
and it was the Secretary’s feeling that this study should be a compre- 
hensive one, should review the history of the legislation and all of these 
programs as they are now being carried out, and a recommendation 
should be made by an impartial group that could best reflect the 
Nation’s interests as a whole. 

The reason for going over these charts was to show the increased 
scope of the activities of this Department and the rapid growth. 

Mr. Scrivner. It has not increased that much in 6 months surely. 
We have had Food and Drug requests in here as long as I can re- 
member. 

Rockere ier. This is not a request from Food and Drug. 

Lis is 

Mr. Scrivner. That is what we have been talking about, and we 
have had Food and Drug programs before us as long as I can re- 
member. 

Mr. Rockere.uier. That is correct, sir, and those requests have 
been to finance the program as it is currently being carried out. This 
would be an independent study of those regulatory programs to see 
whether, reviewing them in the perspective as to whether they are best 
reflecting the Nation’s interests and the protection of the people, the 
concern of the manufacturer, the concern of the processor-—— 

Mr. Scrivner. Yes, but what is so urgent about it now that it has 
to come in on a supplemental? My understanding has always been of 
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these things that when you come in in the tail-end of the year like 
this it is something that is of urgent character that is necessary to 
carry through the year or finish up a year’s werk. 

Mr. Rockere._er. Before you came in, sir, the chairman asked 
why it was we had not made the study which was discussed when we 
were here at the appropriation hearing several months ago, and | 
pointed out 2 things, (1) that we did not have the funds in our current 
appropriation that would permit us to employ people from the outside, 
specialists in these various fields, and (2) we did not have in the 
Secretary’s office the manpower to undertake this study. The study 
to be undertaken by the Food and Drug Administration would be a 
reflection of their own thinking which is current in their operations. 
Therefore, it was the considered judgment of the Director of Food 
and Drug as well as the Secretary that this should involve outside 
people who are technically competent to give us the advice that would 
lead to the kind of recommendations, if any, that would have the 
confidence of the Congress and the Administration relating to the 
future of this Department. 

Mr. Bupae. Mr. Secretary, what Congressman Scrivner is referrin 
to is the appropriation procedure which has been generally siinapiond 
for a number of years, that a supplemental is to cover something of an 
urgent nature, something about which you did not know at the time 
you your regular appropriation request. 

Mr. Rockere.uer. As to our appropriation request, for instance, 
we are now working on the 1956 appropriation. That will go to the 
Bureau of the Budget in a month or two. That is the same process 
as happened last year. At this point last year we did not have these 
problems clearly in mind. They had not come into focus, these studies 
that are recommended here. And during the course of the year, after 
our budget was made up and sent to the Bureau, before it was sent to 
the Congress, and then after it was sent to the Congress, all during 
that process we cannot change the regular budget. So that our budget 
is frozen a year before it comes to action here in the Congress. 

Now during the course of the year—as a matter of fact, it was some 
time in January or February when I first discussed this particular item 
with Mr. Taber. This is an area that he had been very interested in. 
It is an area that has concerned him, the work of the Food and Drug 
Administration. I discussed with him the possibility of setting up 
such a committee and the advisability of it, and it seemed to him to 
be wise as it had to the Secretary. en the question came of financ- 
ing, and, frankly, in the Secretary’s Office we had not had the money 
nor were the funds available in the Food and Drug Administration, 
and we hoped during the course of the year that some funds might be 
available, but they were not. Therefore, we took it up with the Bureau 
of the Budget, and they approved this supplemental which includes 
money for studies in a number of areas and consultants to the 
Department. 

I think that perhaps our Department comes into this or is faced 
with this type of problem more than any other department because 
of the highly technical character of the various operations that are 
carried out by the constituents. In the Secretary’s Office we do not 
have specialists in these fields. The only specialist is the special 
adviser on health and medical affairs, Dr. Keefer. For the rest of 
the activities, when they become involved in technical subjects, we 
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have to look outside to get men or women to advise us who are 
competent in these fields. That is particularly true in this Food and 
Drug, where you have got all medical problems in your drugs, where 
you have got all the scientific problems and processing problems in 
the food industry, and, again, scientific and medical problems in the 
cosmetics field. And as these do so vitally affect the welfare of the 
people and the health of the people of this country, we felt that we 
should not leave a stone unturned in making a thorough review and 
being able to come to the Congress with any recommendations which 
seemed to grow out of that in the national interest. 

Mr. Bupa@e. Doctor,'I wonder if in the interest of time you could 
summarize for us the showings that are made in the balance of the 
charts. 

Dr. Larrick. Yes, very easily. 

The charts are designed to show the growth of the population, the 
growth of the types of foods produced, the complexities of it, the 
different new drugs, the increase in drug production, the size of the 
Food and Drug Administration, how its personnel is distributed 
throughout the country and in the laboratories, between the field 
and in Washington, the distribution of the time of the Food and Drug 
Administration manpower between problems involving hazards to 
health, insanitation, filth, decomposition, and economic violations; 
the educational work that is now conducted, the size of the enforce- 
ment job, that is, the number of establishments subject to inspection; 
the different types of commodities involved, a typical illustration of 
the procedures that are gone through before a new miracle drug is 
permitted to be sold to the American public; a typical program 
involving a large number of instances where poisonous drugs and 
poisonous foods were distributed nationwide during the past year 
and were removed from the market; a chart showing the seizure of 
an average of 111 tons of filthy food each week during the fiscal year 
1953 and, finally, a chart which shows that we can inspect 9 percent 
of the establishments subject to inspection under this law each year. 
It shows that we cover the establishments somewhere between once in 
11 and once in 12 years, and shows the same picture with respect to 
imports, where we can inspect only 10 percent of the shipments of 
foods and drugs and cosmetics that are imported. 

The chart ales shows the significant percentage of samples in viola- 
tion. 

Mr. Rockers ier. Mr. Chairman, if I might, there is one phase of 
this problem that has been under discussion for some time, and that 
is the question of standards for foods. With the increase in the de- 
velopment of synthetic products, this question of standards is becom- 
ing more and more difficult to deal with, and it involves a great many 

olicy issues, and there have been various bills, including the O'Hara 
vill, that is currently before the House, which raise these issues. It 
has been the feeling of the Secretary that that whole question needed 
review. It is one that various Members of Congress have taken an 
active interest in in discussing and developing with the Department, 
and in order to come up with thoughts on that, policy decisions and 
recommendations as they might be made by the Department to the 
Congress it was the feeling that there was particular urgency in that 
area for a very careful study by an impartial group drawn from out- 
side of the Government, 
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SUMMARY JUSTIFICATION 


MATERIAL 


Mr. BupeGe. Without objection at this point, we will place the 
cover summary and pages | through 5 of the justifications in the record. 
(The justifications referred to follow:) 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 


(H. Doc. 438) 


Salaries and expenses, Office of the Secretary—Amendment to the 1955 estimate 


Present 1955 estimate of appropriation _. a _._.. $1, 150, 000 
Revised 1955 estimate of appropriation... 1, 274, 500 


The increased funds cover: 


(1) Staff assistance for two Assistant Secretaries (4 positions in- 
cluding siete ettiaial to relieve a workload that is extremely 

(2) Additional consultant services to the See retary in order to give 
proper evaluation and direction to the programs of the Depart- 


(3) Administrative and operational studies of the following organi- 


zations: 
(a) Food and Drug Administration__.__________________- 47, 500 
(b) Freedmen’s Hospital - 14, 500 
(c) Columbia Institution for 11, 000 


Salaries and expenses, Office of the Secretary: For expenses necessary for the 
Office of the Secretary, [$1,150,000.] $1,274,500 of which $86,000 shall be avail- 
able only for adminisirative and operational audice, together with not to exceed 
$171,000 to be transferred from the Federal Old-Age and Survivors Insurance 
Trust Fund. 


(Departments of Labor and Health, Education, and Welfare Appropriation Act, 1954) 


Appropriated 1954___ $1, 150, 000 
Estimate 1955 - 1, 150, 000 
Appropriated (adjusted) 1954_- 1, 153, 600 
Revised estimate 1955_ - 1, 274, 500 


(See p. 692 of printed budget.) 


SALARIES AND EXPENSES 


Amounts available for obligation 


Revised 
estimate 


In budget Difference 


Appropriation or estimate $1, 150, 000 $1, 274, 500 + $124, 500 
Reimbursements from non-Federal sources... 171, 000 171, 000 
Reimbursements from other accounts. 128, 000 | 128, 000 


+124, 500 


Obligations incurred 1, 449, 000 1, 573, 500 


Norte.—Reimbursements from non-Federal sources above are from the Federal old-age and survivors 
insurance trust fund pursuant to the “Departments of Labor,and Health, Education, and Welfare Appro- 
priation Act, 1954.’" 
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Obligations by activities 


In budget | Revised pitterence 


estimate 
1. Executive direction and program coordination. _...__._____- $397, 610 $436, 110 +$38, 500 
2. Publications and reports 54, 530 
3. Administrative services 428, 125 i |) eae 
5. Administrative and operational studies___.._._..._.-._._.__|.-----.---..-- 86, 000 +86, 000 
Obligations 1,449,000 | 1, 573, 500 +124, 500 
Obligations by objects 
In budget | Revised | pitterence 
Summary of Personal Services 
Total number of permanent positions. ......._...__-.__..__._. 226 230 +4 
Full-time equivalent of all other positions... ..............-.- 3 13 +10 
Average number of all employees... 211 225 +14 
01 Personal services: 
$1, 182, 161 $1, 208, 161 +$26, 000 
13, 945 96, 845 +82, 900 
Regular pay in excess of 52-week base 4, 375 
Communication services. 15, 500 16, 050 +550 
06 Printing and reproduction 78, 100 
07 Other contractual services. ____ 90, 850 90, 850 
Services performed by other 8, 000 C000 
13 Refunds, awards, and 50 
1, 449, 000 1, 573, 500 124, 500 
Average salaries and grades: 
General schedule grades: 
$5, 454 $5, 606 $5, 666 
Crafts, protective, and custodial grades: 
$2, 832 $2, 938 $2, 959 


DIRECT FINANCING OF SECRETARY’S OFFICE 


Mr. BupGe. Mr. Secretary, this particular item interests me with 
relation to the overall operation of the Secretary’s Office in the new 
Department of Health, Education, and Welfare. I note that the 
funds requested and provided by the Congress for the Secretary’s 
Office are substantially lower than in the other departments of the 
Government. Of course, in the regular appropriation bill the conferees 
did not see fit to allow for any but a bare minimum of transfers within 
the Department from the constituent agencies. 

I am wondering if, in order to get away from this type of a request, 
the Secretary's ce should not be set up on a basis so that there 
would be sufficient staff within the Office of the Secretary to carry 
on these programs rather than to come in for special items of this 
nature. 

Mr. Rockere.ier. Mr. Chairman, you touch on a subject that is 
very close to the Secretary’s heart and a matter of great concern to 


her because the responsibilities which Congress has vested in the 
Secretary in the creation of this new department are very large and 
affect the welfare of the people of this country in many ways. They 
affect their lives and health, their education, and also from the point 
of view of protection in these items we have been talking about here in 
foods and drugs and cosmetics. We do not have the flexibility, as 
you say. It was requested by the Department and the conferees did 
not see fit to grant that flexibility. 

Mr. Bunge. Is there not some way that you can set up your budget 
to adequately provide for the functions of the Secretary’s Office 
without asking Congress to permit transfers from the constituent 
agencies? Can you not come up with a figure and say it is going to 
take so much from this agency and so much from this agency to do 
what we want to do in the Secretary’s Office and have these adjust- 
ments made in the appropriation act? 

Mr. Rockere.uer. Yes, we could, Mr. Chairman; and perhaps we 
should have done that rather than approach the problem the way we 
did. We asked for the right to transfer, without specifying the 
amounts nor the degree to which the funds would come, from specific 
constituents for specific purposes. However, those could be defined 
by function, and the amount of funds which could be transferred from 
individual constituents to carry out those functions in the Secretary’s 
Office in the interest of the efficient operation of the Department as 
a whole. 


TENTATIVE PROPOSAL FOR CENTRALIZING ACTIVITIES IN SECRETARY'S 
OFFICE 


Mr. Buper. This committee—and I think I speak for the other 
members—was not favorably impressed with the desirability of any 
blanket authority to transfer funds to the Secretary’s Office because 
we are interested not only in the amount of funds but the purpose 
for which they are to be used. If you would like to furnish somethin 
for the record as to what your program might be in that regard 
would certainly appreciate it. 

Mr. Rockere ier. Well, I know the Secretary will appreciate tre- 
mendously the fact that you have raised this question and that you 
suggest giving her the opportunity to submit for the record the areas 
where she feels important economies could be made through the 
carrying out of functions that pertain to all of the Department in 
common in one central location, the amount of money that the cen- 
tralization of those functions would cost in each case, and the share 
of that cost that would be carried by the different constituents. 

Mr. Bupas. If you wish you may furnish a statement of that 
kind for the record? 

Mr. RockeFre.uer. | appreciate it very much, and I know she 
will, and I will speak to her, and we will submit as rapidly as possible 
such a statement. 

(The information referred to follows:) 
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Proposed additional specific function that could be more efficiently administered by 
being centralized in the Office of the Secretary 


Amount of 1955 esti- 


Item estimate mate ! 


Control of peiontions and reports $56, 835 $48, 300 
Centrali internal audit { 94, 200 


Centralized accounting procedures___ 7: 51, 600 
Control of property management... 161, 000 
42, 500 


397, 600 


! Provides for approximately a 15 percent lapse as an allowance for delay in filling positions. 


NotEe.—Proposed source of funds for financing the above items: 
Food and Drug Administration $13, 110 
Freedmen’s Hospital. 6, 455 
Office of Education 
Office of Vocational Rehabilitation 
Public Health Service 
Saint Elizabeths Hospital 
Social Security Administration 
Office of the General Counsel 
Office of Field Services 
Surplus property disposal 


EXPLANATION OF PROPOSED ApDDITIONAL Speciric Functions Br 
More ErricientLy ADMINISTERED BY BEING CENTRALIZED IN THE OFFICE OF 
THE SECRETARY 


Strengthened Office of Publications and Reports.—This Office is responsible, as a 
staff function to the Secretary, for supervision of the Department’s publications 
and information activities, which have their basis in statutory requirements. 
Broadly, these responsibilities call for the collection and dissemination of pro- 
fessional, scientific, and technical data in health, education, and welfare. 

To fulfill these obligations, many of them vested specifically in the Secretary, 
this Office reviews and clears publications and other information materials; 
prepares certain correspondence; producers materials requiring editorial services, 
such as the annual paport; and maintains a service to answer press inquiries. 

The extent of the Secretary’s responsibilities in this field is demonstrated, for 
example, by the fact that in calendar year 1953 approximately $460,000 was 
spent by the Department to print 9 periodicals and 167 single-issue publications. 

To make more effective and economical the Department’s activities in this 
field, certain adjustments and a modest expansion of staff would be required. 

Improved accounting and auditing—The General Accounting Office has been 
conducting a joint survey with the Department of the Accounting, reporting, 
and auditing systems of the Department and their deficiencies. Among their 
recommendations are the following: 

(a) Establish an adequate accounting and procedures staff in the Office of 
the Secretary to provide a unified system of accounting for the entire Department 
including the establishment of basic accounting policies; 

(b) Strengthen financial reporting; 

(c) Establish an adequate program of internal audit; 

(d) Centralize headquarters accounting operations in the Office of the Secre- 
tary; and 

(e) Decentralize accounting authority to the field. 

The Department has given very careful consideration to these recommendations 
and believes that the first three of these recommendations should be put into effect 
in the immediate future. After these three important recommendations are put 
into effect, we will be better able to evaluate the applicability of the other recom- 
mendations made by the General Accounting Office. 

Property management.—Two years ago the General Services Administration, 
the General Accounting Office, and our Department undertook a survey of the 
property management and property accounting activities of the Department 
in order to determine whether they were adequately handled, and if not, what 
steps were needed to be taken in order to overcome the deficiencies. These joint 
surveys and the reports have recently been completed and the necessary corrective 


Total. 467,785 | cl. 
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steps identified. The corrective steps included centralizing within the Office 
of Administration of the Office of the Secretary responsibility for establishing the 
basic policies and procedures governing property management and property 
accounting throughout the Department, and appropriate followup to see that the 
policies and procedures are properly carried out throughout the Department. 
Departmental secretariat.—For $50,000, nine people could be pulled together in 
a unit that would (a) improve the level of staff work in the Department; (6) pro- 
vide for systematic interchange of information between the Office of the Secretary 
and the constituent units and thus improve coordination within the Department; 
and (c) provide a systematic follow-up on action assignments emamating from the 
Office of the Secretary and thus assure that the poliey decisions of the Secretary 


were getting to the people at operating levels and that the actions being taken 
reflect the Secretary’s judgements. ' 

Specifically, these nine people would have the following functions: 

1. Responsibility for the handling of executive mail. This includes routing for 
action, follow-up to insure prompt reply and review for clearances and other 
consideration prior to dispatching such mail. This would also involve preparation 
of daily summaries of significant incoming and outgoing mail for the information 
of senior officials including the heads of the constituent units. These summaries 
could also serve to aid in briefing top staff on their return to their offices following 
trips to the field. 

2. Preparation of a weekly action assignment list. This list carries a breakdown 
of action assignments of the Secretary and Under Secretary and provides a weekly 
status report on the progress made in meeting these assignments. It is a manage- 
ment tool that can save the time of top staff in finding out whether their instruc- 
tions are being carried out. 

3. Provide a quick summary reporting service for meetings held by the Secretary 
and Under Secretary to insure a record of what is decided and pinpointing action 
responsibility on the decision. 

4. Responsibility for carrying out a campaign of education and persuasion 
through divisional levels of constituent units to point up the need for the develop- 
ment of the type of action papers that highlight what has to be done, why it has 
to be done and shows clearly who concurs in the recommendations that are being 
forwarded. 

5. Provide for a systematic review of departmental documents to make sure 
that the Secretary and Under Secretary are adequately and currently informed. 


Mr. Bunce. Mr. Scrivner? 
URGENCY OF REQUEST 


Mr. Scrivner. I have listened to the rest of the presentation, and 
as 1 have understood the appropriation activities through the years 
I have been on the committee, very little, if any, of this rises to the 
point of urgency that we normally require for either deficiency or 
supplemental programs. 

Mir. RockeFe._Ler. May I speak one more word to that point, Mr. 
Serivner. The items which are listed here for intensive study by the 
Department, or the area, Food and Drug, Freedmen’s Hospital, 
Gallaudet College, and the field organizations, these studies impor- 
tantly will affect the legislative recommendations which the Depart- 
ment will make to the President, and if he agress he will transmit, 
through the state of the Union message, and they will also affect 
importantly budgetary considerations relating to these activities. 

his is a new department. We are a new administration. There- 
fore, the Secretary is anxious, in carrying out her responsibilities in 
respect to both of those areas, that she do so with the best possible ad- 
vice and the most thorough review made by the best qualified people. 
That is the purpose for this request. These items were not antici- 
pated when the budget was made up last year, the regular budget for 
1955, and therefore they were submitted to the Bureau of the Budget 
in the supplemental form to permit the Department during the sum- 
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mer months to get underway with these important studies. And we 
really have not got the manpower either from the point of view of time 
or from the point of view of qualifications that they need in her office. 

Mr. Scrivner. There is not anything that has been suggested up 
to date that is of sufficient urgent character that it would not wait for 
next year’s budget when there would be ample time for the committee 
to go into all of the programs which you intend to conduct. Here on 
the supplemental we have very, very limited time to listen to any 
presentation. These matters are urgent things which must be done 
in order to carry out certain programs, and there is no urgency here 
at all that I can see. 

Mr. RockEFELLER. May I say, sir, that I think the Food and Drug 
Department’s problems are urgent. 

Mr. Scrivner. We have had the Food and Drug problems with us 
as long as I can remember. 

Mr. Rockere.uer. The field sy pepe may I say, is a very 
urgent one, and particularly in the light of the cuts which were made 
by the Appropriations Committees. It is going to require a rethinking 
of the functions of the field e~zanization and its relation to the activi- 
ties, the operations of the constituents. 

Mr. Scrivner. Why cannot the people already in there do that 
thinking? That is what they are paid for, I assume. 

Mr. Rockeretuer. That is correct, sir, but with the volume of 
work that is currently on the staff in the Secretary’s Office, to do 
effective and intensive review programs, particularly where skills 
that we do not have in the Department in the Secretary’s Office are 
involved, administrative or other, we have put very frankly before you 
the problem and requested these funds to permit us to do the kind of 
job that I think is beholden on the Department, and we have felt 
that rather than get the staff of the Secretary’s Office built up beyond 
a certain point that it was better, when we needed to have the funds, 
to call the experts and when they were finished let them go, and then 
you do not have that as a continuing expense, and where you have a 
number of technical problems that we have to deal with that it was 
better to get men who were specifically qualified for that, use them 
for what was needed and then let them go. I think that is good ad- 
ministration procedure. 

Mr. Bupep. Mr. Fogarty? 

Mr. Fogarty. I have no questions. 

Mr. Mr. Fernandez? 

Mr. Fernanvez. I have no questions. 

Mr. Buper. Then that will conclude the hearing on the item for 
the Office of the Secretary. 

Mr. Rockere.ier. Thank you, sir. 
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WEDNESDAY, JuLy 7, 1954. 


ime 
fice. Bureau or anp Survivors INSURANCE 
| WITNESSES 
ttee JOHN W. TRAMBURG, COMMISSIONER OF SOCIAL SECURITY, 
>on SOCIAL SECURITY ADMINISTRATION 
any VICTOR CHRISTGAU, DIRECTOR, BUREAU OF OLD-AGE AND SUR- 
one VIVORS INSURANCE 
lere ROY E. TOUCHET, ASSISTANT DIRECTOR, BUREAU OF OLD-AGE 
AND SURVIVORS INSURANCE 
rug J. 8. FUTTERMAN, CHIEF, FISCAL MANAGEMENT BRANCH, BUREAU 
OF OLD-AGE AND SURVIVORS INSURANCE 
lus ROY L. WYNKOOP, ADMINISTRATIVE OFFICER, SOCIAL SECURITY 
ADMINISTRATION 
ery RUSSELL R. LARMON, ASSISTANT SECRETARY, DEPARTMENT OF 
ace HEALTH, EDUCATION, AND WELFARE 
ing JAMES F. KELLY, BUDGET OFFICER, DEPARTMENT OF HEALTH, 
ivi- EDUCATION, AND WELFARE 
L. L. HUNTER, ACTING SUPERVISING ARCHITECT, PUBLIC BUILD- 
hat ING SERVICE, GENERAL SERVICES ADMINISTRATION 
W. C. CLARK, PUBLIC BUILDINGS SERVICE, GENERAL SERVICES 
of ADMINISTRATION 
= JAMES I. CAMPBELL, ARCHITECT 
ills 
are Mr. Bupae. The next item that the committee will consider will be 
you the supplemental request in House Document No. 428 for the construc- 
| of tion of a new building for the Bureau of Old-Age and Survivors 
felt Insurance and authority for payment of per diem to employees and 
nd their dependents moving from Baltimore, Md., to Washington, D. C. 
ds, The pertinent portions of H. Doc. 428 will be inserted at this point. 
1en 
ea “SALARIES AND EXPENSES, BUREAU OF OLD-AGE AND SURVIVORS 
vas INSURANCE 
em “The amounts made available under this head for the fiscal year 1955 shall be 
ad- available for the payment of special allowances to those employees of the Bureau 
whose headquarters are relocated from Baltimore, Maryland, to Washington, District 
of Columtna, at $9 per day after arrival at Washington, District of Columbia, for 
six days f iad employees, plus $4.50 per day additional for six days for each member 
of ummediate familres of employees.’ 
The foregoing proposed provision is necessary to permit the Bureau of Old-Age 
and Survivors Teoma to pay per diem, not to exceed 6 days, to employees 
= and their dependents moving from Baltimore, Md., to Washingtor, D. C., in 


connection with the transfer of a substantial part of the headquarters staff of 
the Bureau of Old-Age and Survivors Insurance to the departmental offices in 
Washington, D. C. Approximately 450 employees are involved and a maximum 
cost of $38,000 is estimated. No additional funds are requested. A substantial 
hardship would be imposed upon these workers unlers this relief is afforded. 


“CONSTRUCTION, BUREAU OF OLD-AGE AND SURVIVORS INSURANCE 


‘For [preparing for] construction of an office building and appurtenant 
facilities for the Bureau of Old-Age and Survivors Insurance, including equip- 
ment, acquisition of land (including donations thereof), and preparation of plans 
and specifications [$1,500,000] $24,890,000, to be derived from the Federal 
old-age and survivors insurance trust fund and to remain available until 
expended.”’ 
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This proposed supplemental appropriation is necessary to provide essential 
facilities for the wage recording operations of the Bureau of Old-Age and Survivors 
Insurance at Baltimore, Md. This activity has been housed in unsuitable 
warehouse space, resulting in less efficient and more costly operations, including 
night shift work and other undesirable expedients. The construction of a building 
designed to meet the needs of this Bureau is estimated to result in economies 
which would amortize the cost of the building in approximately 33 vears, thereby 
effecting savings in cost to the Federal old-age and survivors insurance trust fund. 

The Congress, in the fiscal year 1954, provided $1,500,000, to be derived from 
the old-age and survivors insurance trust fund, for the acquisition of land and 
preparation of plans and specifications for the building. The amount requested 
herein of $24,890,000 is to provide the necessary appropriation under which bids 
may be requested and contracts let for actual construction in the last quarter 
of the fiscal year. 

Mr. TramBura. Mr. Chairman, I have a brief statement here of a 
page and a half, which I would like to read, if I may. 

Mr. BupGe. You may proceed. 


Consrruction or New Oast Buitpine Batrimore, Mo. 


Mr. TramBurG. The Department of Health, Education, and Wel- 
fare requests authorization to expend an additional $24,890,000 from 
the old-age and survivors insurance trust fund to construct a building 
for the Bureau of Old-Age and Survivors Insurance. Last year the 
Congress authorized the expenditure of $1.5 million from the trust 
fund to prepare for the construction of such a building. 

The operations of the Bureau are now split up and performed in a 
number of buildings in different locations in the city of Baltimore 
and the State of Pennsylvania. As we pointed out last year in con- 
siderable detail, the space currently occupied is totally inadequate 
and restrictive to the extent that many costly operating practices 
have had to be adopted. 

During the past year the Department made a very intensive study 
of possible sites. A large number of bids were received in reply to 
advertisements soliciting proposals for the sale, or donation, of land 
to the Government which were carried in the Baltimore papers from 
August 6 through 26, 1953. All of the sites were given careful con- 
sideration. In the selection of a site many factors were considered 
including (1) cost, (2) accessibility to employes by both public and 

rivate transportation, (3) civilian defense requirements, (4) availa- 

ility of utilities, and (5) proximity to Washington and to the resi- 
dences of employes. The preferred site was then cleared with the 
Office of Defense Mobilization, which gave its approval. On June 
1, 1954, the Department announced the selection of this site of 50 
acres, which is located in the Woodlawn area of Baltimore County, 
one of the suburbs of metropolitan Baltimore, on a new road to be 
constructed about 1 mile west of the Baltimore city line. 

The architectural work in connection with the construction of the 
proposed building for the Bureau of Old-Age and Survivors Insur- 
ance was awarded to two Baltimore architectural firms, and there 
are representatives here today from those firms. Preliminary plans 
and specifications for the new building have been completed. The pro- 

sed building is a functional type building with a minimum of embel- 
ishment, of conventional fireproof construction and with special 
features built in as protective measures against bombing damage. 

The total cost of the project, as estimated by the architects, is 
$26,390,000, including the cost of the land, preparation of detailed 
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plans and specifications, actual construction costs, construction super- 
vision and administration. On the recommendation of the Office of 
Defense Mobilization, this estimate includes the cost of special pro- 
tective measures against bombing damage which amount to $2,600,000. 

The Department therefore requests an authorization to expend, 
from the old-age and survivors insurance trust fund, $24,890,000 
which is in addition to the $1.5 million authorized in 1954. Further 
work by the architects is dependent upon congressional approval of 
the preliminary cost estimates developed by them. On the basis of 
such approval the architects will prepare working drawings, details, 
and specifications which will be the basis for bidding and contract 
action. 

In addition to solving the Bureau’s acute housing problem, this 
appropriation request is designed to conserve the Federal old-age and 
survivors insurance trust fund by reducing, over a period of years, the 
cost of operations of the Bureau. Under existing law the trust fund 
bears all costs incurred in administering the old-age and survivors 
insurance program, including the cost of rent and maintenance. 
The annual operating savings and savings in utility costs to be secured 
through properly designed space, together with the savings of present 
rental costs, will exceed by a considerable amount the amortized 
annual cost of the proposed building. The new building will be 
occupied for many years after the building has paid for itself. Sav- 
ings accruing after the building has paid for itself will represent assets 
of the trust fund which would not have existed had the present cir- 
cumstances continued in effect. 

That, Mr. Chairman, concludes the brief statement on the request 
for moneys for the old-age and survivors insurance housing center at 
Baltimore. 


USE OF FUNDS ALREADY APPROPRIATED 


Mr. Buper. Mr. Tramburg, how has the $1% million previously 
appropriated been spent? 

Mr. Trampure. Mr. Chairman, some of it has been obligated for 
the acquisition of architectural services authorized by the appropria- 
tion. Two firms in Baltimore have been retained to start preliminary 
drawings to arrive at the estimates of cost. 

Mr. Buper. How much does that amount to? 

Mr. Hunter. The preliminary contract with the firm is for $55,000. 

Mr. BupGe. What are the other items of expenditure? 

Mr. Trampura. There has been an obligation set up for the acqui- 
sition of the site of 50 acres of land, and the cost of the land was 
$130,500. 


STATUS OF NEGOTIATIONS FOR LAND 


Mr. Bupae. Have you entered into a firm contract for the purchase 
of the land? 

Mr. Trampura. The Secretary asked the General Services Admin- 
istration to negotiate that contract back in May with the owner of 
the site which had been selected. 

Mr. Bunge. You do not know whether it has actually been entered 
into? 

Mr. Wynkoop. We have not yet acquired title, but there are nego- 
tiations in process. 


1270 


Mr. TramBure. It is in process, I understand. 

Mr. Bupes. What are the other items then? 

Mr. TramBurG. Those are the major ones we have obligated money 
for to date. 

i Bupeer. That is a total then of $185,500 out of a million and 
a half. 

Mr. TramBura. That is correct. 


PERSONNEL TO BE HOUSED IN NEW BUILDING 


Mr. Buper. How many people will this building house? 

Mr. Tramsura. About 6,000 persons for the operation of the 
accounting section or division of the Bureau. 

Mr. Bupece. How many people are currently employed in that 
division? 

Mr. TrambBura. 4,800. 

Mr. BupeGe. Do you feel that that additional space is necessary in 
the next few years? 

Mr. TramBura. We think it is, Mr. Chairman, in view of the fact 
that the program has not matured, as you know. With all people 
covered under the program in this country this additional space would 
allow for the ultimate development of a full coverage under the old- 
age and survivors insurance program. 

Mr. Bunge. In other words, it is your feeling that this building is 
large enough to accommodate the accounting division as long as the 
old age and survivors insurance program is in business? Is that right? 

Mr. Trampura. We think it is; yes, sir. 


EXTRA COST FOR BOMB PROTECTION 


Mr. Bunge. I notice that you have included extra design here in 
the “nro ono studies amounting to a dollar item of $2,600,000 for 
bomb protection. Would you pee just what that is intended to 
protect and in whaf manner it will protect it? 

Mr. Trampura. I will try to answer all those factors, Mr. Chair- 
man. I do not know as I am the one who can answer how it will 

rotect. It was arrived at by clearance with the Office of Defense 
obilization at the time of the site selection, and it was their request 
that protective measures be requested in the construction of a build- 
ing so that in case of bombing anywhere in the area the records that 
we had retained in the building would at least have a chance of com- 
ing through and not being destroyed. They figure $2,600,000 on a 
percentage basis of the total cost in arriving at this built-in feature 
of the protective device. 

Mr. Bupae. What kind of bomb damage is that supposed to secure 
the building against in such a manner that it will protect the records? 

Mr. Tramsura. I would like to let the gentleman from the General 
Services Administration answer that, if he would. 

Mr. Hunter. Mr. Clark, representing the PBS, will answer that 
question. 

Mr. Bungee. All right, Mr. Clark. 

Mr. Ciark. The first question was: To what extent would it be 
protected, and against what type of bombs, sir? Would you mind 
restating your question? 
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Mr. Bupae. Well, I would simply like to know what insurance the 
Government is going to get against the destruction of the records by 
the expenditure of the $2,600,000. 

Mr. Crark. After consultation with the Federal Civil Defense Ad- 
ministration it was decided that if a nuclear weapon, commonly called 
a hydrogen bomb, were exploded over the vulnerable urban district 
of the city of Baltimore, the pressures on that building would be suf- 
ficient to require extra strength in the columns, walls, and floors so 
that the damage caused to the structure would be of a minor nature 
and that the building would still be usable after minor repairs. The 
vulnerable urban district in Baltimore extends out about 3 miles from 
the geographical center of the city, which is at the intersection of 
Fayette and Charles Streets. 

Mr. Bupaer. That is if the bomb is exploded at what distance from 
the building? 

Mr. Cuark. As the vulnerable urban district at that point extends 
3 miles toward the building site, the worst condition would be that 
the bomb would be within 4 miles of the building when it exploded, 
and you would have adequate protection excluding the minor damage 
of the structure. 

Mr. BupeGe. What if it occurred within 2 miles? Then what would 


Mr. Ciark. You would not have protection. The building would 
probably be completely wrecked. 

Mr. Buper. If it happened 10 miles away a normal structure would 
probably give you the security, would it not? 

Mr. Crark. Let’s stretch that to about 13 miles. The limits 
now are that if your building is built within 10 miles of the vulnerable 
urban district, which is already extending 3 miles toward your building 
site or a total of 13 miles from the geographical center. If you build 
your building at that distance or greater, no additional protection is 

Mr. Bupae. That gives us rather a narrow belt, does it not, to 
expend this $2,600,000 on the probability that the bomb will be 
oo By within that narrow confine of some place between 4 and 13 
miles? 

Mr. Crark. Well, sir, they assumed that an enemy attacking the 
city of Baltimore would be able to locate a bomb within 2 or 3 miles of 
the center of the city, allowing, in other words, for the probability of 
error. They do not believe that under normal conditions the bomb 
would explode more than 3 miles from the most critical point in the 
city. 

Mr. Bunce. Private insurance companies, of course, have records 
which are of great value not only to them but to their millions of 
policyholders in this country. How are they meeting this problem? 

Mr. Cuark. I regret, sir; I have no information on that subject. 

Mr. Buper. Can anyone else volunteer something on that? 

Mr. TramBura. I think I have something whisk Tweekd like to say 
off the record because I do not know whether it is universally true, 
with your permission, Mr. Chairman. 

Mr. Bupeer. All right. 

(Discussion off the record.) 

Mr. Bupes. I think this presents a rather unusual problem in that 
it is a civilian agency of the Government which is going into this field 
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of building a structure that will be safe from bomb damage. Wil! 
that same thing be carried out, Mr. Clark, in other buildings that you 
= building for the Government? Are you going to do this same 
thing? 

Mr. Cuark. If we are going to recognize the recommendations of 
the Office of Defense Mobilisation and of the Federal Civil Defense 
Administration. I understand the ODM is not going to approve 
the construction of any buildings within that vulnerable zone unless 
they are protected, sir. 

Mr. Bunge. I assume that the reason that you have to build the 
ss in the vulnerable zone then is because of personnel. Is that 
right? 

Sur. CuristGau. That is correct. The Baltimore office is staffed 
very substantially by a number of people who are in the grades of 1, 
2, and 3, and those people will not travel very far out. Phat is why, 
we have to get in closer. In other words, where you have such a 
large number of people employed in the lower grades you have the 
problem of getting them to move out from the center of the population. 


EFFORT TO FIND COMMERCIAL SPACE 


Mr. Buper. Have you canvassed the area in metropolitan Balti- 
more and its outskirts to be sure that there is no commercial space 
that would take care of your needs without this expenditure? 

Mr. TramBure. Yes. 

Mr. Curistcavu. The Bureau has gone over that for a period of 
years now and have had difficulty in getting space for our present 
operations. As you may recall, we are located now in a number of 
different buildings, and in one building we are in now we do not have 
sufficient space for a good operation at the present time. We have 
had to double-deck some of the files and have to run a night shift, and 
we have to pay additional money for that night shift. We have a 
rather high turnover because of the unsatisfactory conditions. So, 
for such a large operation, it was not possible to get located in a build- 
ing advantageous to the Government. 

Mr. Bupaer. Mr. Scrivner? 


PRELIMINARY COST ESTIMATES 


Mr. Scrivner. I note on page 2 of your prepared statement you 
say: 

Further work by the architects is dependent upon congressional approval of the 
preliminary cost estimates developed by them. 

What preliminary cost estimates have we received? _ 

Mr. TrambBura. Congressman, the architectural firm is represented 
here. Would you like to have them answer? 

Mr. Scrivner. You have 14 people here to support this request for 
funds. One of the 14 should be able to give it to us.in short order. 

Mr. Trampura. Here is Mr. Campbell representing one of the 
firms. 

Mr. Campspeti. We have submitted this brochure which contains 
four cost estimates as requested. 

Mr. Scrivner. What are the four cost estimates? 
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Mr. CampsBe.t. The first cost estimate is on the basis of the original 
space directive and on conventional and fireproof construction. 

Mr. Scrivner. How much is that? 

Mr. CampBE.L. The total cost is $25,370,000. 

Mr. Scrivner. Your second? 

Mr. CampBe.u. Estimate 1—A, which is io that same area with pro- 
tective construction incorporated in it, is $28,180,000. 

Now then we were asked during the preparation of these data to 
exclude 440 executive personnel, which of course reduced the area. 
The cost estimate for that type of facility, based on conventional fire- 
proof construction, is $23,790,000. 

Now that same area with protected construction is $26,390,000. 
This is the total cost estimate including off-site utilities and things 


like that. 


COST OF DETAILED PLANS AND SPECIFICATIONS 


Mr. Scrivner. In the next sentence of your statement you say: 


On the basis of such approval, the architects will prepare working drawings, 
details, and specifications which will be the basis for bidding and contract action. 

What would be the cost of preparing those working drawings and 
details upon which the bid will be made? 

Mr. CampBELt. In these cost estimates which I have given to you 
are included in the estimates of the architectural expense. 
Mr. Scrivner. How much is the architectural expense? 
Mr. CampBELL. In the first case it is $724,000, in the second case 
is $797,000, in the third it is $680,000, and the fourth it is $749,000. 
Mr. Scrivner. Are those figures on a percentage basis? 
Mr. Camppe Yes, sir. 
Mr. Scrivner. What is the percentage? 
Mr. CampBeE.t. It is a formula, sir. It is based on a logarithm. 
It comes out of the neighborhood of a little over 3 percent. 

Mr. Scrivner. That includes the supervision of construction or 
merely preparation of plans? 

Mr. CampsBeE i. Preparation of plans and checking of shop draw- 


ings. 

va Scrivner. Mr. Clark, where else are you working on plans 
which will include protective measures against bombing? 

Mr. Crark. None that I know of. 

Mr. Hunver. Of course, Mr. Chairman, we have no other project 
that would even compare with this. 

Mr. Scrivner. Uncle Sam is doing quite a bit of building around 
a lot of places. 

Mr. Hunver. Of recent date, the GAO and the Hospital Center, 
District of Columbia, and the NIH building in Bethesda are our most 
recent. The District of Columbia Hospital Center is being designed 
and the GAO has been completed for 3 or 4 years. The medical 
center at Bethesda is just being completed now. 


BASIS OF CALCULATING LIQUIDATION OF COST 


Mr. Scrivner. In the final paragraph, boiled down, you have 
described this as a self-liquidating project, or self-amortizing, that 
is what it amounts to. We hear about those every once in a while. 
I have not seen very many of them that actually were. How do 
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you compute the figures by which _ determine that by the expendi- 
ture of this money in a new building you can save enough to more 
than pay for it? 

Mr. TramBurG. We have a series of items here of eliminations that 
we are now spending money for in our operation costs. 

Mr. Scrivner. Put them in the record, if you please. 

Mr. TramsBure. I will submit that for the record. 

Mr. Scrivnir. All right. 

rt Bupee. Without objection, that will be made a part of the 
record. 

(The material referred to follows:) 


Periods of amortization of cost of new building 


1, Expenditures for present space at current rentals and other esti- 
mated savings would pay for the cost of the new building in 33 
years. 
Total annual rental as of Dee. 31, 1953, 573,447 square feet... $446, 210 
Savings in operating and other costs: 
(a) Rental of buildings in Baltimore and Wilkes-Barre 
(excluding service charges included in rentals)_____ 446, 210 
(b) Savings on heat and light 48, 000 
(ce) Savings in supervisory and administrative staff._..... 155, 000 
Savings in guards and char force costs____.-_-_---- 65, 000 
Elimination of night-shift Ccifferential 364, 000 
Estimated 2 percent improvement in overall efficiency 
(based on personal service costs in the Division of 
Accounting Operations) 302, 000 
Continuing annual cost of measures for protection of 
85, 000 
1, 465, 210 
310, 000 
Net annual rental and savings in operating and other costs 
available as an offset against amortized cost of building._ 1, 155, 210 
Number of years required to amortize building cost 33 
2. Cost of the estimated space requirements as in the new building at 
current rentals and other savings would pay for the cost of the 
new building in 24 years? 
Annual rental of 944,000 square feet at $0.7781 per square 
foot $734, 526 
709, 000 
Net annual rental and savings in operating and other costs 
available as an offset against amortized cost of building. 1, 443, 526 
Number of years required to amortize building cost __..~---- 23. 98 
1 The central records and personnel of the Bureau are housed in scattered buildings in Baltimore so located 
that they are vulnerable in the event of enemy attack. The Bureau has prepared microfilm copies of its 
essential records and stored them in protected records centers as a security measure. This program would 
be discontinued if the Bureau were housed in a modern building in a reasonably safe location. 
2 The revised estimate of gross space for the new building is not being used since it includes allowances 
for certain nonwork space which would not ordinarily be paid for in rented space. The gross space was 


er 
estimated in the same proportion as gross to net space under present rental. Thus it is estimated that 
944,000 gross feet of space would have to be rented to provide the Bureau with 802,350 square feet of space. 


Mr. Scrivner. That is all I have. 

Mr. Mr. Fogarty? 

Mr. Fogarty. Do you have any of these brochures available? 

Mr. Trampura. We have an additional one other than the one 
that is here. 

Mr. Wynkoop. Yes. I could make several others available. 


ore 


hat 


the 


1275 


CONTRACT WITH ARCHITECTS 


Mr. Focarty. Do you have a copy of your directive to the 
architect? 

Mr. TramBura. The contract. 

Mr. Hunrer. We have a contract with the acrhitects, a contract 
between GSA and the architects. 

Mr. Focarry. In that contract you inform the architect just what 
you want, the type of building? 

Mr. Hunter. No, sir, we do not describe the building particularly, 
It is a general description of the building only. 

Mr. Fogarty. Will you put that general p EDT in also? 

Mr. Hunter. We do furnish them with a space directive which 
they also work from. 

(The requested information appears at p. 1336.) 

Mr. Focarry. This is a functional-type building? 

Mr. TramBura. Yes, sir; utilitarian-type construction. It lends 
itself to wide-open operation. 

Mr. Focartry. What do you estimate the architectural fee to be? 

Mr. CampseE.t, In dollars and cents, sir? 

Mr. Yes. 

Mr. Campse.t. As I understand 

Mr. Fogarty. Do you work on a percentage basis? 

Mr. CAMPBELL. Yes, it is a formula the PBS works out. 

Mr. Hunter. May I explain the contracts, sir? We have a con- 
tract with these two firms of architects in which we make a lump-sum 
fee of $55,000 for the preliminary work. The preliminary work 
includes preliminary drawings, preliminary estimates, and a prelim- 
inary project directive. There is written into the contract a formula 
which will determine that total fee once a limit of cost has been set. 
That total fee will include the $55,000 which we have as a lump for 
the preliminary drawings. 

Do I make myself clear on this? 


REASON FOR REQUEST INCLUDING BOMB PROTECTION 


Mr. Fogarty. Do I understand correctly if we do not allow this 
two-million-odd dollars for bomb protection that it will not be built? 
Is that correct? 

Mr. Cuiarx. Were you addressing the question to me? 

Mr. Fogarty. Was it you that made the statement? 

Mr. Crark. I said that the ODM and the FCDA would not 
approve the building. I cannot tell you whether or not it would be 
built in conflict with their recommendation or not. That was the 
condition on which ODM approved the site. 

Mr. Scrivner. Where does the Office of Defense Mobilization come 
into the picture of approving the site for old-age and survivors insur- 
ance? 

Mr. Cuark. I would rather refer to the representatives of the HEW. 

Mr. Trampura. It was our understanding, and that is the way it 
subsequently proved out, sir, that you have to clear with the ce 
of Defense obilization in the planning of construction of any public 
building. 
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Mr. Fogarty. Do you think you should spend that amount of 
rare in addition to the amount necessary for the regular type of 

uilding? 

Mr. Trampure. Mr. Fogarty, to be very frank and honest, we had 
not considered it up to the point of time when we were clearing for 
site approval. At that time it came into the picture. It was repre- 
sented to us as a condition of approval of a site for the building that 
was a reasonable distance for the low-paid workers to reach their 
destination of work. That is to say close enough to the city limits 
where there is available public transportation, because as Mr. 
Christgau pointed out, they are predominantly GS-—1’s, 2’s and 3’s. 

Mr. Fogarty. If a bomb dropped a mile from the building it 
would not make any difference what type of construction the building 
was. 

Mr. Scrivner. No substantial difference; no. 

Mr. Foaarry. Or 2 miles. 

Mr. Ciark. Or 2 miles. 

Mr. Bupae. Mr. Fernandez? 


ADVANTAGES OF CONSTRUCTING BUILDING NOW 


Mr. Fernanpnz. What advantages, if any, are there other than 
saving rent: that is, to building now rather than waiting until the 
budget comes closer to balance, or until we need to build in order to 
utilize unemployment? 

Mr. Trampurea. There is a savings in your guard force, your char 
force, and also a savings in your night-differential pay where we now 
have to operate a night shift where you would not have to operate 
such a shift if you space in one spot. There are savings on heat and 
light. Also, savings on supervisory and administrative cost because 
of the second shift. That, in addition to the things you have 
mentioned such as rental. 

Of course, there is the cost of transporting puncheards to the 
Pennsylvania area, outside of Baltimore; postal cost; trips by super- 
visory personnel back and forth. All of these things have been 
considered in arriving at the net saving and relating it to the total cost 
in arriving at the number of years it would take to amortize the total 
investment in this building. 

Mr. Fernanpvez. There is no limitation on buildings now which 
are not connected with defense mobilization, is there? 

Mr. Trampura. I would refer that question to somebody who has 
knowledge in that field. 

Mr. CampsBe.v. I did not hear the question. 

Mr. FrerNnanpez. There are no limitations set by the Government 
with respect to building that is not connected with the defense 
mobilization, are there? 

Mr. Campsett. Do you mean does the Government tell you 
what kind of structure you should use? ' 

Mr. Fernanpez. No. The reason I asked that question, I have 
been wondering why it was the Office of Defense Mobilization had 
to approve this and whether perhaps its being bombproof was used as 
a method of bringing it within defense mobilization programs. 
hag Camppe.. As a private architect I would not know about 
that. 
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Mr. Fernanpez. I was wondering why Defense Mobilization had 
at may to do with it. 

r. Crark. I may give you a little information. As I under- 
stand it, the Office of Defense Mobilization will not approve the 
expenditure of Government funds, regardless of whether it is a build- 
ing in bigh priority or low priority, as far as the continuation of the 
Government’s function is concerned. The fact that you are using 
public funds to construct this building, they say you cannot put 
those buildings in a hazardous location. 

Mr. BupGe. You mean even if Congress appropriates the money, 
the ODM would stop the building? 

Mr. Ciark. They recommend that you not build that building in 
a dangerous area without protection. This is my interpretation of 
their position upon this matter. 

Mr. Fernanpez. Is there some statute that gives them that 
authority? 

Mr. Cxiark. | cannot tell you, sir. 

Mr. Fernanvez. That is all, Mr. Chairman. 


AMORTIZATION OF COST 


Mr. Scrivner. Heretofore, Mr. Chairman, there has been placed 
in the record the list of items on which the amortization figure is based. 
I am not too good a mathematician, but here is a $25 million building 
for which we will have to borrow money that will cost us 3 percent. 
How much is that going to cost us a year? 

Mr. TramBurG. This money comes out of the old-age and sur- 


vivors insurance fund. 

Mr. Scrivner. That is trust money as far as we are concerned. 
One must be more careful with trust funds than his own dollars. 

Mr. TrambBura. It is, but it is available in the trust fund. 

Mr. Scrivner. At 3 percent, what would be the interest on $25 
million? 

It runs around $750,000 a year, does it not?) That means you have 
$25 million taken out of the fund which will not be invested in Gov- 
ernment bonds, which would be adding that much to the trust fund. 
Is that not what happens if you take it out of the trust fund? It is 
no longer invested in Government bonds and you do not get any 
interest on that $25 million? 

Mr. Trampure. That is correct. 

Mr. Scrivner. How much income are you going to lose if you take 
the $25 million out at 3 percent? 

Mr. TramBura. Yours would be approximately $750,000 a year. 
Did you use 3 percent? 

Mr. Scrivner. It is going to be close to 3 percent. That is what. 
you are getting the return on the bonds. 

Mr. TramBura. $750,000. 

Mr. Scrivner. It is compounded so it doubled every so often. 

Mr. Tramsure. I should have said $750,000. 

Mr. Scrivner. Almost $1 million a year. 

You are going to have to offset that loss in income, which is cumu- 
lative. The elimination of the night shift differential would be a 
clear savings. 

Mr. TramsBure. I think so. 
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Mr. Scrivner. That would sound logical. You have another ite, 
of an estimated 2 percent improvement in the overall efficiency, an 
you estimate that at $320,000. I do not know what all the factors 
are that enter into that, but 

Mr. Trampura. That is based on our experience factor of the 
increased efficiency of operation of this bureau over a year’s opera- 
tion. If you could get them together in 1 unit rather than in the 6 
or 7 buildings in Baltimore plus the 1 outlying unit in Pennsylvania, 
we believe that is a conservative figure of increase in efficiency. 

Mr. Scrivner. We have so many so-called self-liquidating projects 
that do not work out because all the factors are not taken into con- 
sideration. You set up an item here of approximately $1,155,000 a 
year, and on that basis you work out in 33 years. But when you take 
the factor of interest on that $25 million investment 

Mr. Wynkoop. The 33 years takes into account the interest loss. 

Mr. Scrivner. There is no item for interest. 1 am taking the 
list here placed in the record. There is nothing in here about 
loss of interest at all. When you take the $750,000 off, it brings 
it down to about approximately $450,000. So instead of being 
liquidated in 33 years, actually it is going to be closer to 60 years. 

Mr. Wynkoop. If you divided the $1,155,000 annual savings into 
the $25 million, you would come out with a figure of approximately 
24 years. The additional 9 years is due to the fact we counted on 
withdrawing the money from the trust fund, thereby losing the interest 
on it. 

Mr. Scrivner. You have got to figure that you are going to lose 
the interest from here on. * the date that $25 million goes out 
of the trust fund it no longer draws interest. 

Mr. Wynkoop. The savings we accrue in administrative costs each 
year would count against that. 

Mr. Scrrvner. You have savi in administrative costs here of 
$1,155,000 a year. That is all included in this 33-year angle. 

Mr. Wynkoop. But the 33 years took into account our interest loss. 

Mr. Scrivner. There is no item in here for loss of interest on the 
$25 million. 

Mr. Wynkoop. Could we supply for the record how we arrived 
at the 33-year figure. 

Mr. Scrivner. If you are going to put in $750,000 lost in interest, 
you are going to come up away short. It is going to take longer 
than 33 years to liquidate this. That interest is going to be lost 
forever. 

Mr. Toucuer. If you divide that $1,155,000 into $26 million which 
would give you your number of years, you will notice that will be 
less than 26 years. While the figure is 33 years, the difference between 
that 33 years, the 26 minus and 33, is the amount of interest cost 
at 2% percent. 

Mr. Scrivner. For how many years? You are going to have to 
carry that loss of $750,000 from here on out. That is cumulative, 
so it becomes more than that because as your interest comes into the 
fund the interest draws interest. It is compounded. 

Mr. Toucnet. We do not have the actual figure. 

Mr. Scrivner. What I was trying to draw out, while on the surface 
we can say it is a self-amortizing project, actually it is not. It may 


be good, sound judgment and business to get all of these things tied 
up into 1 package in 1 building, but why not sell it on that program 
instead of trying to say it is going to be a self-amortizing property— 
your figures just are not sufficiently shown here to amortize the thing. 

Mr. Tovucner. I might point out that the table you are looking at 
is a Most conservative statement because it is based upon the existing 
amount of space used, 375,000 feet. It figures $446,210 cost in rent 
per year which would be saved. 

Mr. Scrivner. That is what this statement shows. 

Mr. Toucuer. This building will have a net space usage of 802,000 
feet and gross usage of one and a quarter million. The space which 
actually will be needed will be about 944,000 square feet. So that if 
you rented that space, needed spaée, at the existing rental price of 
77.81 per foot, then you would reduce the vears it would take to 
amortize the building to 23.98 years. Even that is too conservative. 

Mr. Scrivner. You are completely revising and revamping the 
figures placed in the record which were supposed to justify the self- 
amortization feature. 

Mr. Toucuer. I am making this point to show in this case there is 
a very strong assurance that this is self-amortizing. 

Mr. Scrivner. All I do is look at what is in front of me and try to 
see what it says. 

Mr. Ketty. I am wondering if I could comment. I would like 
to explain what I think the figures mean. These figures mean that 
instead of taking funds out of the trust fund, that if the $26 million 
were now borrowed at 2% percent interest with no greater outlay of 
funds than are now being made, at the end of 33 years the loan would 
be repaid at 2% percent. It would have been liquidated from the 
rental savings and other savings that accrue. 

Mr. Scrivner. Even with that modification you are still not taking 
in your loss of compounded interest on your $25 million, which is now 
in the trust fund. 

Mr. Ketuy. I think you are, in effect. That would be a decrease 
in interest each year on the depreciated basis of the building. 

Mr. Sertvner. But your interest continues to compound so long 
as that money is in the trust fund. 

Mr. Keiiy. Except these savings would be used to repay the 
trust fund. 

Mr. Scrivner. If you want to make an amendment to this, it is all 
right with me. Many times these questions are not asked because of 
the lack of answers, but to help the witnesses who do not tell the story 
fully and completely. 

(The following was subsequently furnished the committee:) 

8, 1954. 
To: Mr. John W. Tramburg, Commissioner of Social Security. 
From: Robert J. Myers, Chief Actuary. 
Subject: Analysis of amortization figures for new BOAST Building. 


This memorandum will present an analysis and explanation of the amortiza- 
tion figures in regard to the new BOASI building as presented at the appropriation 
hearings on this matter. It has been stated that the cost of the new building is 
$26.39 million and that the annual operating savings resulting from this building 
will amount to $1,155,210. Based on these two figures and an interest rate of 
25 percent, it has been stated that the approximate number of years required to 
amortize the building cost is 33. This memorandum will present a detailed analysis 
showing how this figure was arrived at and how it develops over the years. 
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The assumption has been made that the building will be completed”and avyai|- 
able for occupancy at the beginning of 1958 (any other date would not affect the 
relative conclusions to be drawn) and, accordingly, at that time there is ap 
initial “‘debt’’ of $26.39 million. Since the savings will be available continuous!y 
throughout the year, it may be assumed that in effect they are available as a lump 
sum in the middle of each calendar year from 1958 on. The attached table shows 
how the amortization schedule would work out for each individual year \) 
through 1960 and then for 5-year periods until 1985 after which time single year 
figures are again given to illustrate how the debt is finally paid off. 

On July 1, 1958, $313,000 of the $1,155,000 savings then available is first used 
as interest for the one-half-year period on the initial debt. The remaining 
$842,000 is then available to reduce the debt. On July 1, 1959, the interest for a 
full year amounts to $607,000, so that the remaining balance of the annual savings 
(amounting to $548,000) is available to reduce the remaining debt. This same 
process is carried on each year and the remaining debt is slowly reduced. At the 
same time, more and more of the annual savings is available for reducing the debt 
since the interest required on the debt is gradually reducing as the debt itself 
reduces. Thus, on July 1, 1990, after 33 years’ annual savings have been made 
the annual savings available at that time is more than enough to pay the interest 
on the debt for the previous year and to pay off this debt. Accordingly, the cost 
of the new BOASI Building is more than amortized in 33 years according to the 
agers made and taking into account interest each year on the remaining 

ebt. 


Ropert J. Myers. 
Amortization of cost of new BOASI building ! 
[Figures in thousands] 
Interest on 
Date Annual unamortized savings Remaining 
savings? | cost of build- available te debt 
ing reduce debt 4 

$1,155 $313 $842 25, 548 
1,155 607 548 25, 000 
July 1, 1960 1, 155 594 561 24, 439 
July 1, 1965 1,155 524 631 | 21, 424 
1,155 445 710 18, 035 
1, 155 357 | 798 14, 224 
1,155 257 | 898 9, 939 
155 146 | 1, 009 5,119 
1, 155 72 1, 083 1,944 
1, 155 20 1,135 (6) 


! Based upon expenditures for present inadequate space at current rental rates. Based upon space pro- 


vided in proposed new building at an assumed cost of $1.50 per square foot, the cost of the building would be 


amortized in 14.74 years. 


2 Assumed to be available as a lump sum on eo J 
3 Interest at 24 percent on unamortized cost of bi 
Figure for July 1, 1958, is 6 months’ interest (for January to July). 


interest is due on date shown. 


1 of each year after 1955. 
uilding, or remaining debt, as of previous date. 


4 Excess of annual savings over interest on unamortized cost of building. 
5 Remaining debt for date shown is such debt for previous date, less balance of annual savings available 


to reduce debt. 


Figure for Jan. 1, 1958, is cost of building. 


Such 


No remaining debt but rather the previous year’s debt is completely paid off and a balance of $300,000 


remains, 


BOMBPROOF CONSTRUCTION 


Mr. Fernanpez. | have one more question. 
Following the questions I was asking a while ago, it is certain that 
a desire to provide bombproof vaults did not enter into the matter 
as a consideration for building now rather than postponing building? 
Mr. Trampvure. | do not know how to answer that. 
Mr. Fernanpez. Did you take into consideration in suggesting 
that you go ahead and build now, that providing bombproof vaults 
for these records in the future would be desirable? 
into consideration in urging that it be done now? All over the country 
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they are postponing projects because we are away behind in trying to 
balance the budget. Did that enter into consideration? Again | 
am referring to the fact that that was made a condition to the approval 
of it. I was trying to find out about that. 

Mr. Trampura. The condition was laid on us by an outside agency. 

Mr. Fernanpez. And the fact that it would provide bombproof 
vaults for the records for the future did not enter into your considera- 
tion in recommending present immediate construction of the building? 

Mr. Trampurc. We did not take that into consideration. 

Mr. Wynkoop. May I make one comment in relation to your 
question as to whether we would go ahead if you did not give us the 
money for bombproofing. The condition that ODM specified to us was 
that we would ask the Congress for money for the bombproofing. 
If the Congress said to construct the building without the bomb- 
proofing, I assume we would go ahead without the protection. 

Mr. Bupae. The latter part is the answer to my previous question. 
The intimation was given that the building would not be built without 
the approval of ODM, and I do not believe that has yet become the 
fact. 

Mr. Wynkoop. No, sir. They made us agree to indicate we would 
ask the Congress for the money for that purpose. We have done that. 

Mr. Buper. Mr. Tramburg, how far is this office in Pennsylvania 
from the city of Baltimore? 

Mr. TrampBura. In miles? 

Mr. Yes. 

Mr. Trampura. About 50 or 51 miles. 

Mr. Bupee. Is that located in a large urban area? 

Mr. Trampure. It is located in Columbia. 

Mr. Wynkoop. We have two points in Pennsylvania. I think 
that is confusing. 

PERSONNEL TURNOVER 


Mr. Buper. What I am getting at is this: Your operations in 
Pennsylvania are the lower personnel grades, are they not? 

Mr. Curisteav, That is right. 

Mr. Buper. Have vou had any difficulty getting employees to 
work in those areas? 

Mr. Trampura. We have had in bothareas. The turnover in these 
low grades is very high. 

Mr. Bungee. Is it any higher there than in Baltimore? 

Mr. TrampBure. It is a little lower in Pennsylvania than in the city 
be Baltimore. Of course, it is a much smaller unit up there than the 

ig unit. 

Mr. Bungee. That would indicate maybe we did not need to build 
it in Baltimore for that specific reason, if your turnover is less in 
Pennsylvania. 

Mr. Toucner. May I answer that? The situation which would be 
experienced in Baltimore with a new building would approach, not 
perhaps entirely, the condition in Wilkes-Barre for an operation of 
this size which would be far more ideal in the city of Baltimore where 
we are operating in a number of buildings, one very large, which is on 
the waterfront. Two shifts are required. We use many, many young 
people. They are card punchers and file clerks. 

Mr. Bupae. The committee has gone into that feature before. 
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Mr. Toucuerr. The point is, the experience in Wilkes-Barre in a 
small operation will be shared with a new building in good surround- 
ings where we will get better people who will stay on the job for a 
longer period because of the better working conditions. Our condi- 
tions in Baltimore are deplorable. 


NEED FOR ADDITIONAL FUNDS 


Mr. Bupae. Mr. Tramburg, according to the justifications on 
pages 7 and 8, the completion of the tentative sketches is not due 
until May 1, 1955, and the duplicate specifications and advertising 
are not programed until June 15, 1955. I understood the representa- 
tive of the architectural firm to say their total fees to bring it up to 
that point would be $55,000. You have $1,500,000 previously ap- 
Erneenthed. You said you were obligated up to $185,000, which 
eaves you $1,315,000, and your only actual expense would be the 
architectural fees until the 15th of June next year, is that correct? 

Mr. TramBura. That is correct, unless there is a movement to 
push up the activity and get this building out before then. 

Mr. Honda. As Mr. Serivner said, all we can do is act on what you 
have given us here. It certainly does not appear to me this should be 
a supplemental item at all. You have all the money you want for 
1955 under your own program. 

Mr. Ketity. May I comment on that? We had two options in 
sending this item up to the committee. One was to send it with a 
request that they authorize us to proceed with plans and specifica- 
tions for a building not costing more than $26 million, or a request 
they authorize us to spend $26 million to build a building. We could 
not proceed further with the plans and specifications to draw final 
plans for construction until the Congress had approved the total cost 
of this building. 

Mr. Bunge. I understand that, but why do you request an appro- 
sear at this time? What is the emergency necessitating your 

ringing it in here as a supplemental? 

Mr. Keuuy. As I understand, it would have to be a supplemental. 
It would either be a limitaticii ou the price of the building to be 
subsequently authorized or an authorization to build the building 
pow. In either event it did not spend any more money. We cannot 
go ahead with final plans and specifications until the Congress has 
approved the total building costing this much money. 

» Mr. Bunce. You have $1,315,000 and you cannot spend—according 
to your own justification—over $749,000 of it until the 15th of June 
1955. Why are you asking for an appropriation now? 

Mr. KELLy. iat we are asking for, really, is authorization to 
complete the plans and specifications of a building which will cost not 
more than this amount of money which gives us the authority to order 
the architects to complete the plans. 

Mr. Scrivner. That is easily done. : 

Mr. Fernanpez. That is a distinction without a difference. As 
long as you do not use the money, it is still there earning interest. 

Mr. Keuiy. That is right. It will not be spent any earlier. One 
way you consider the item twice instead of once. That was the 
reason for submitting it this way. 

Mr. Buper. The sum and substance is that you do not need the 
money until after the 15th of June 1955, is that right? 
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Miss ant. That is right. We just need the authorization to 
roceed. 

Mr. Toucuer. With this possible exception: If the architects can 
push up that space of time, it may be possible to speed up the con- 
struction of this badly needed building by so doing. 


LABOR SITUATION IN BALTIMORE 


Mr. Scrivner. What is your labor situation in and around Balti- 
more in the building trades? Is it a surplus area as far as labor is 
concerned? 

Mr. Tovucuer. There is some surplus now. 

Mr. Scrivner. Skilled labor? 

Mr. Toucuer. Yes, sir. 

Mr. Scrivner. Construction work? 

Mr. Tovucuer. It is fairly easy to get construction workers at this 
time. 

Mr. Fogarry. There is a surplus around Washington at this time 
on heavy construction. 

Mr. CampBe tu. That changes from day to day. At the moment 
there is a surplus of architectural draftsmen in Baltimore, also. 

Mr. Scrivner. The $26 million building job would take care of 
quite a few of them? 

Mr. CampBELL. Yes, sir. 

Mr. Foaarry. If they have any trouble getting skilled tradesmen, 
we can put this building up in New England. We have plenty of 
peor available up there. We have a surplus of skilled labor in the 

uilding trades. 

Mr. CampsBeE.u. There are in Baltimore, too. This is a matter of 
passing interest. Last week the general contractors 5 ary up with 
the carpenters for the wage that they have had for the last year, and 
the carpenters agreed to omit travel time which is the first time that 
has happened since the war. 


Per Diem ALLOWANCE FoR EmpLoyers Movine to WASHINGTON, 
D. C., From Batrimore, Mp. 


Mr. Bunce. The next item is a request for language in the appro- 
priation bill as follows: 

The amounts made available under this heading “Salaries and Expenses” for 
fiscal year 1955 shall be available for the payment of special allowances to those 
employees of the Bureau whose headquarters are being relocated from Baltimore, 
Maryland, to Washington, District of Columbia, at $9 per day after arrival in 
Washington, District of Columbia, for six days for employees, plus $4.50 per day 
additional for six days for each member of immediate families of employees. 

Mr. Tramburg, we have had the advantage of reading your prepared 
statement so we will just insert it in the record at this point and will 
be happy to hear any additional statement you may wish to make. 

(The statement referred to follows:) 


OPENING STATEMENT ON REQUEST FOR CHANGE IN 1955 APPROPRIATION LANGUAGE 


Approximately 450 employees of the headquarters staff of the Bureau are being 
moved from Baltimore to Washington in August 1954. The Department proposes 
an amendment to the 1955 appropriation language which would permit payment 
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of special per diem allowances to these employees, amounting to $9 a day for each 
employee, plus an additional $4.50 for each member of his family for 6 days, 
No additional funds are requested for payment of special per diem. The maxi- 
ag estimated cost of $38,000 will be financed from the regular 1955 appropria- 
ion. 
The central offices of the Bureau were moved to Baltimore in 1942 to make room 
for war agencies. Most of the employees have been stationed there for 12 years 
and have become well established during that time. The move back to Wash- 
ington, therefore, will work a hardship on many of the employees because of the 
necessity for selling homes and breaking leases in Baltimore and seeking new 
homes in Washington. Many employees will be required to commute tempo- 
rarily or make expensive temporary living arrangements if permanent arrange- 
ments cannot be made before the move. The Department will gain from efforts 
made to alleviate these hardships through a larger number of trained people 
electing to remain with the Bureau. 

This request is consistent with past action by the Congress in the Second 
Deficiency Appropriation Act of 1946, Public Law 384, 79th Congress, and the 
Independent Offices Appropriation Act of 1948, Public Law 269, 80th Congress. 
These acts authorized Public Buildings Administration to pay special allowances 
to employees of bureaus and agencies and certain other functions returned to the 
seat of Government. 


GENERAL STATEMENT 


Mr. Tramrpure. The headquarters staff move of the Bureau of 
Old Age and Survivors Insurance is tentatively scheduled to take place 
in the last part of August. They will move into the north and south 
buildings of the Department of HEW Building here in Washington. 

As you know, they were formerly here but were asked to move out 
during World War II. The severability of this group from the 
Accounting Section is one that does not disrupt operations because 
the big unit we are talking about is the Division of Accounting Opera- 
tions. 

This request is consistent with the past action of the Congress and 
the Second Deficiency Appropriation Act of 1946, Public Law 384 
of the 79th Congress, and the Independent Offices Appropriation Act 
of 1948, Public Law 269, 80th Congress. These acts authorize Public 
Buildings Administration to pay special allowances to employees of 
the bureaus and agencies and certain other functions to return to the 
seat of government. 

We, of course, are interested in retaining the employees who have 
long experience in this program to come with the headquarters staff 
over here to Washington. Every effort has been made to make it 
coincide with vacation periods so those who have children can make 
the arrangements for their children to enter school and give them 
sufficient notice to handle their leases in apartments and homes and 
acquire space here in Washington. 

For that reason we believe it is in the interest of the operation of 
this program, particularly in view of the fact it is a tremendously grow- 
ing program, to try to hold all of our seasoned employees and make it as 
easy on them as possible. 

Mr. Buper. The reasoning behind this request is hardly consistent 
with the statement we just heard concerning the carpenters and their 
travel time, is it? 

Mr. Trampvure. I do not think it is. I think you have a differen 
kind of employee here. These are people who have been schooled in 
the long years of service in the growth of this program. You do not 
acquire the technical knowledge in this field in a short time. 

Mr. Buper. If you are interested in holding these people, would it 
not be more logical to retain them in Baltimore? 
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ch Mr. Trampura. We had them here and they had to move from here 
dry over there. The same questions arose then. I think that the basis 
4 of the Seeretary’s decision to consolidate the headquarters group here 
in Washington of a large operation like this was sound. Instead of 
ym. people running back and forth from the headquarters staff in Baltimore 
= over here on the train day in and day out, and the long-distance 
4 telephone calls that go to the people in the administration end of it 
Ww hera, that would be eliminated. 
0- Mr. Buper. Don’t you have a leased wire between Washington 
and Baltimore? 
- Mr. TrampBurea. We have three open wires to Baltimore. 
The other item is the fact that the development of the Bureau of 
vd Internal Revenue on the tax return elimination plan calls for a much 
he closer working operation between the Bureau of Internal Revenue and 
“ the Bureau of Old Age and Survivors Insurance. That is something 
he that looms large in the horizon as. a definite savings to the operation 
of the Government and savings in time to the people who have to 
make out tax returns. There is also the fact that the Reorganization 
Plan No. 1 of 1953 created the Department. This would weld to- 
of gether in the department the top staff you have there and the others, 
a.) such as United States Public Health, Pure Food and Drug, and Office 
h of Education; whereas, in social security we have one of the biggest 
n. units of the headquarters operation 50 miles away from us. 
it I personally agree with the Secretary’s position that this is a sound 
le organizational plan to bring the program and administrative group of 
3e this Bureau into the headquarters staff. 
\- Mr. Bupcr. Why could you not say the same things for the Na- 
tional Institutes of Health? You could move the top people from 
d Bethesda to the building downtown? 
4 Mr. Trampure. I know the Surgeon General does have his head- 
t quarters here. They are doing the research program, which is en- 
c tirely different from the administrative end of the Department or the 
if administrative end of the Surgeon General’s Office. We have large 
e operations throughout this country in area offices and regional 
offices that are operating units that are not part of an overall admin- 
e istrative headquarters of a department. 
if Mr. Bunge. Yes, but I am not sure that by that same token it is 
t necessary to have everything emanate from Washington. I think 
e you can perhaps do things from other cities just about as effectively 
a as you can from Washington. 
dl Mr. TramBure. I quite agree. If the headquarters were some- 
where else, I think it would be logical to bring them into one organiza- 
f tion if we could. 
CHANGE IN LANGUAGE OF REQUEST 
t Mr. Ke tty. I have one request I would like to make on this item. 
r I have the Bureau of the Budget’s permission to ask the committee 


if they would change the word “bureau” in the language to ‘“‘depart- 
ment,” The reason for that is that of the 450 people located in 
Baltimore that will be moved to Washington, 22 are of the office of 


1286 


the General Counsel’s staff that are physically located in Baltimore. 
This language would not cover them unless the word “bureau” were 
changed to “‘department.”’ 

Mr. Bupee. Without objection we will amend the request. 

Mr. TrampBura. May I say this involves only approximately 450 
— out of a total of about 14,000 in the Bureau of Old-Age and 

urvivors Insurance. 

SPACE IN NEW BUILDING 


Mr. Scrivner. If we are going to build a new building in Baltimore, 
why do you not make it larger? This is nothing more than a big 
insurance corporation. That is what it boils down to. 

Mr. Buper. This new building allows space for 1,200 more people 
than they have up there now. 

Mr. Scrivner. Some place in here something was said that if 
they took 450 administrators out that they would have a smaller 
building. Why don’t you leave the 450 there? You have got the 
best argument in the world right here before us for not moving these 
people. You did not put in all of it, but this is already an impacted 
area as far as living quarters are concerned. 

You say here most of the employees have been stationed there for 
12 years and have become well established during that time. The 
move back, therefore, would work hardship on many of these employe 
because of the necessity of selling homes, et cetera. I think you have 
made the most potent argument for not moving them that could 
possibly be made. If by any way, shape, or form you can still carry 
on the proper functions of this act with the 450 staying in Baltimore, 
that is. I know if they have as much trouble finding a place to live 
= we have, they would rather stay in Baltimore, and I don’t blame 
them. 

Mr. Trameura. I think from the standpoint of the employee it is 
a hardship, but from the standpoint of the Department of Health, 
Education, and Welfare and the development of a new department and 
an organization that is sound and that can have readily available its 
top staff people 

r. ScrtvNer. What do you mean “a new department’’? 

Mr. Tramsura. The Department was created by a reorganization 
act from an agency to a department. This welds back together the 
total organization of the Social Security Administration within the 
Department of Health, Education, and Welfare. I agree with you 
that it is easier on people when they do not have to move. That 
was taken into consideration by the Secretary when she studied this 
matter of moving the headquarters staff over. 

al Scrivner. This thing has operated pretty well over a 13-year 

eriod. 
Mr. Trampura. They were here at one time. 

Mr. Scrivner. It has operated pretty well in the 13 years, has it 
not? 

Mr. Trampura. With a great deal of inconvenience. 

Mr. Scriver. Has it operated pretty well for the last 13 years? 

Mr. TramBure. I was not part of it, sir. I can say for the last 7 
or 8 months I think the Bureau of Old-Age and Survivors Insurance 
has done its job well. 

Mr. Scrivner. With the 450 people in Baltimore. 


it 
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Mr. TramBure. It has been a very difficult operation from the 
standpoint of the Department. 

Mr. Scrivner. Has it worked well during those 7 months? 

Mr. TramBura. I cannot deny that it has, sir. 

Mr. Curistaau. With the administrative people centered with the 
Department in Washington and with the program constantly growing 
to almost universal coverage sooner or later there would be a very 
substantial demand to bring those agencies together. You under- 
stand that it is a very large operation and still growing. 

Mr. Scrivner. Why would it not be better ‘to wait and see how 
this thing jells down? You may want to move them all to Balti- 
more and consolidate it all in one place. 

Mr. Curisteau. This recommendation came at the same time 
that the administration recommended the expansion of the coverage 
in other areas. So at this particular time there was a recommenda- 
tion for the expansion of OASI coverage of approximately 10 million 
more people. 

Mr. Scrivner. That has not yet taken place. 

Mr. CuristGav. It passed the House and is under consideration in 
the Senate. 

Mr. Scrivner. That has not taken place; it may. 

Mr. Curistcau. As part of the overall program it was felt it would 
become necessary to bring this large operation to the seat of the 
Government because among other things, it affects a vast number of 
people. It is a day-to-day operation. It involves the expenditure 
of millions of dollars for administration and billions of dollars in 
benefits. 

While I imagine that an administrator would just as soon be away 
from Washington and get rid of a lot of the problems that are incident 
to a Washington operation, nevertheless to place upon the President 
and the Secretary the tremendous responsiblity for the expenditure 
of those billions of dollars on a day-to-day operation away where it 
is not under their constant supervision is a problem. 


URGENCY OF 


MOVING 


PERSONNEL 


Mr. Scrivner. What is the urgency in this move that it requires 
it to be taken care of now instead of later when the whole thing is 
jelled to see what kind of program you are going to have when the 
loglataticin is finally passed? They have been there for 13 years. 
What is the urgency that says they have to be moved now instead of 
perhaps next year after you see what you have? 

Mr. CuristGav. What I tried to say is that at this particular time 
the program is expanding. If you expand in Baltimore, you have 
even a more difficult time moving later on. 

Mr. Scrivner. You certainly will not move many people from here 
up there. You will not be expanding this 450 very much from people 
from Washington? 

Mr. Curisteau. There will be some expansion in the overall 
administrative forces. As that expansion takes place, it necessitates 
constant communication. Another very important project is in the 
making. That is to consolidate reporting with internal revenue. That 
matter is pending now, also. 
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Mr. Scrivner. Just another argument why we had better mark time 
and see how this thing jells. 

Mr. Larmon. Mr. Scrivner, I am Assistant Secretary and am speak- 
ing for the Secretary. The only objective here is to have a more 
effective Department. This Department has been in existence, with 
a Secretary, for a little over a year. The request before you has been 
one of the matters we examined to try to make the Department more 
effective. I think the chief gap from the point of view of the Depart- 
ment is absence of the policy people, either in terms of the Com- 
missioner’s needs or in terms of any general policy discussion that 
affects other departments. It is in that attempt to make the Depart- 
ment more effective that the proposal has been made. 

Mr. Scrivner. There are a lot of ramifications in this. As we 
ointed out in some of the others, these supplemental deficiency 
earings are primarily for urgent matters, because coming at the tail 

end of the session we do not have the time to go into these ramifications 
that are involved. 

Mr. Larmon. May I say this: The Chairman, I know, has hear 
me say this before at previous hearings, and also Mr. Fernandez. 
The objective is what I indicated. I hope there can be some under- 
standing that the Secretary appeared here in February. Then the 
Agency became a Department in April of last year. 

The Under Secretary appeared about a year ago. The next Assist- 
ant Secretary in August. The next and final Assistant Secretary 
came in November. There has been an attempt with small man- 
power to review the whole organization and make it more effective. 
There simply has not been the time to produce all of that in the dis- 
cussions leading up to about December. I hope there will be some 
understanding of the problem. 

Mr. Scrivner. We do not have time to go into all those details in 
this present hearing. Time is running out on us. 

Mr. Larmon. Our hope is that we can produce some effectiveness 
without a delay. 

Mr. Bupae. You do not claim there will be any money saved by 
moving the 450 people from Baltimore to Washington, do you? 

Mr. Larmon. I do not know whether Mr. Tramburg can estimate 
the savings. There will be savings in terms of travel, telephone 
calls, et cetera. 

Mr. Trampure. And to the extent you do not have to pay rental 
here and you do pay rental in the building in Baltimore. 

Mr. Bupee. Then if you have a new building, you will have idle 
space for 1,200 employees that could be occupied. 

Mr. Trampura. That is not designed for headquarters staff; that 
is for the machine operation of the Accounting Division. 


TYPE OF PERSONNEL PROPOSED TO BE MOVED 


Mr. Bupae. Incidentally, it has always seemed to me that the 
Bureau of Old-Age and Survivors Insurance was primarily a mechan- 
ical agency that received funds and paid them out under certain 
specified conditions. What policy decisions do you have to make 
that you need 450 people here in Washington? 

Mr. Trampura. It is not just policy. Those are people who 
review claims that are disputed, people who set up the procedures by 
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which» those claims are handled out in the field offices and in the 
itinerant stations throughout the United States. 

Mr. Buper. The Veterans’ Administration has moved all of that 
kind of personnel out of Washington. Yet you are moving them in. 

Mr. Trampura. Just the headquarters staff of the Bureau, not 
the Bureau. 

Mr. BupGe. You and your immediate staff, which composes the 
top administrative and policymaking group for the social security 
programs, are already in Washington. 

Mr. TrampBura. Yes, sir. 

Mr. Bunge. If there are no further questions that will complete 
the hearing on this item. 


JuLty 7, 1954. 
CHILDREN’s BurEAU 


WITNESSES 


DR. MARTHA M. ELIOT, M. D., CHIEF, CHILDREN’S BUREAU 

HELEN L. WITMER, DIRECTOR, DIVISION OF RESEARCH 

JACK WIENER, CHIEF, SOCIAL STATISTICS SECTION, DIVISION OF 
RESEARCH 

LAURA ELMORE WARREN, ADMINISTRATIVE OFFICER 

JOHN W. TRAMBURG, COMMISSIONER, SOCIAL SECURITY AD- 
MINISTRATION 

ROY L. WYNKOOP, ADMINISTRATIVE OFFICER, SOCIAL SECURITY 
ADMINISTRATION 

RUSSELL R. LARMON, ASSISTANT SECRETARY, DEPARTMENT OF 
HEALTH, EDUCATION, AND WELFARE 

JAMES F. KELLY, BUDGET OFFICER, DEPARTMENT OF HEALTH, 
EDUCATION, AND WELFARE 


Mr. Bupeér. Next is the supplemental estimate for salaries and ex- 
penses of the Children’s Bureau, contained in H. Doc. 438, which 
will be placed in the record at this point: 


“SALARIES AND EXPENSES, CHILDREN’S BUREAU 


“For an additional amount for ‘Salaries and expenses, Children’s Bureau’, 
$165,000.” 

The additional amount is for establishment of a staff to study, gather facts, and 
consult with States on problems of juvenile delinquency. The purpose is to 
provide specialized knowledge and guidance to the States in order to aid them to 
improve services and facilities for dealing with delinquent children. 


We will hear from Dr. Eliot. 
GENERAL STATEMENT 


Dr. Error. Mr. Chairman, would you like me to make a prelim- 
inary statement in connection with this? 

Mr. BupGe. You may file your statement for the record and sum- 
marize it for the committee. 

(The statement referred to follows:) 


ess 
by 
ate 
yne 
ital 
dle 
he 
Lin 
ke 
ho 
by 


1290 


In this supplemental estimate for ‘‘Salaries and expenses, 1955’? the Children < 
Bureau is requesting an additional $165,000 for the purpose of giving technica! 
assistance to States and localities to help them improve their work with juvenile 
delinquents. 

Significant developments have taken place since the Bureau’s 1955 estimate 
for salaries and expenses was developed last fall. 


REPORTS FROM JUVENILE COURTS FOR 1953 SHOW THAT JUVENILE DELINQUENCY 
IS STILL INCREASING 


In the spring of 1953 it became known that the number of children coming to 
the attention of the juvenile courts increased 29 percent between 1948 and 1952. 

Similar, though preliminary, data for 1953 show an increase over 1952 of 13 
percent. Estimates indicate that about 435,000 children came before the courts 
in 1953. This is a new all-time high, exceeding the previous peak of 400,000 
cases during World War II. It seems probable that final figures will show an 
increase in delinquency cases for the 5-year period 1948-53 of at least 45 percent. 
This is to be compared with a rise of only 7 percent in the child population 
ranging in age from 10 to 17 years, the age range within which fall most delinquent 
children coming to the courts. Chart I shows these recent changes in the juve- 
nile court delinquency cases. This trend is borne out by the fact that police 
arrest data reported by the Federal Bureau of Investigation also show more 
delinquency it. 1953, the number of arrests of persons under 18 years of age 
having increased 8 percent over 1952. 


[adyenvaing GNV ‘NOILVONGS 40 ‘Ss ‘A 


Areuywyjeid, 


jo ‘sah LI-O1) Jo uoNe[ndod 


000 


sased Aduanbuyjap 


000 ‘see 
/ 
bigs 
000 ‘00+ + ost 


* 000 ‘Seb (001 = OF61) 


1291 
en's 
‘ical 
Nile 
late 
\% 8 
NCY \ % 2 
\ 
\ 
\% 
13 
O00 \% 
an \ %, 3 
nt. \ 
ion \ 
ent \ 
ve- \ 
lice \ z 
ore \ 
ae \ 3 
$ 
g 


1292 


The Bureau is not only concerned with this present situation, bad as it is, but 
is gravely disturbed with respect to what may develop in the near future in view 
of the more rapid increase in the number of children in the age-range 10 to 17 
years which is predicted by the Bureau of the Census for the next 5 to 10 years. 

I have here a second chart which shows these trends in the child population 
from 1940 to 1965. 

In 1953 there were 19 million children in the 10 to 17-year age group. By 1960 
the Bureau of the Census estimates there will be 25,600,000. Even if the propor- 
tion of children coming before the juvenile courts remains the same as in 1953— 
23 per 1,000 in this age group—we may expect some 590,000 delinquent children 
coming to juvenile courts in 1960. 


THE SENATE SUBCOMMITTEE TO INVESTIGATE JUVENILE DELINQUENCY RECOMMENDS 
ENLARGEMENT OF CONSULTATION SERVICES OF CHILDREN’S BUREAU 


The investigations by the Subeommittee of the Senate Judiciary Committee 
appointed to investigate juvenile delinquency has brought to light the urgent 
need for more national leadership in the field of juvenile delinquency. These 
investigations have shown up the inadequacies of local and State facilities and 
services to provide treatment for and to rehabilitate these delinquent children 
and youth. They have shown up some community conditions that are so bad and 
demoralizing that no one can doubt that they are conducive to delinquency and 
crime. 

Many witnesses testified to the need for more national leadership in the battle 
against juvenile delinquency. Many indicated their awareness of the inability of 
the Children’s Bureau to begin to meet its obligations in this area of work and 
urged that its staff be strengthened to enable it to expand its consultative, stand- 
ard setting, and investigative work. 

The subcommittee in its interim report recommended ‘that funds be made 
available to enlarge the consultative services of the Children’s Bureau in relation 
to problems of juvenile delinquency.” 


STATE AND LOCAL COMMUNITIES WANT HELP 


We clearly recognize that action for improving the service and care for delin- 
quent children is a responsibility of the States and local communities. Many 
are desirous of taking such action today. However, they need and want to be 
guided in such action by the best knowledge now available. 
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In preparing for such action many States and local communities are asking for 
expert advice in one phase or another of their programs for the prevention, cou- 
trol, and treatment of delinquency. In addition they want to know how other 
States and local communities have proceeded to deal with the delinquency pro})- 
lem, and how effective such measures have been. 


CHILDREN’S BUREAU NOT EQUIPPED TO MEET REQUESTS FROM STATES AND CoM- 
MUNITIES FOR TECHNICAL ASSISTANCE 


The Children’s Bureau receives many appeals from governors, State agencics, 
and institutions for technical assistance, occasionally, even when the situation is 
acute and calls for immediate action, as when there are riots in institutions. For 
a number of years now many more such requests for technical help have come tv 
the Children’s Bureau than the Bureau has been able to meet. Recently, the 
Bureau estimated that the staff were meeting only about 3 out of 10 such requests 
for visits to State agencies, institutions, or local agencies. 

These requests are largely for technical help in surveying existing State pro- 
grams and planning for reorganization and coordination of activities, and in ap- 
praising the programs of individual institutions or agencies. The Bureau is fre- 
quently asked to make some specific recommendations for improved facilities and 
staff, and particularly for developing modern methods of treatment and rehabili- 
tation of delinquent youth. The Bureau is also asked for advice on new tech- 
niques in handling such problems as vandalism and other activities of juvenile 
gangs, and on the value of various types of services and facilities. 

The range of these problems is great, including police work with juveniles, 
detention, juvenile court and probation services, training schools, community 
organization, group activities with youth and other community programs useful 
in the rehabilitation process. Relationships with the :.chools, dheasclene parent 
groups, and neighborhood agencies are involved in all community and institu- 
tional work. 

The existing preg ne staff of the Bureau has been quite unable for a long 
time to cope with the demand for this type of technical assistance. 


PROPOSED USE OF ADDITIONAL FUNDS 


The funds requested would make possible the establishment of a Juvenile 
Delinquency Division in the Children’s Bureau. The Bureau would also be able 
to make some additional investigations related to causes and treatment of delin- 
quency and to obtain new and continuing data of a statistical nature that would 
help States and communities appraise the quality and quantity of their activities 
in detention care and in treatment services in training schools, child guidance 
clinies, and in the community services for children on probation or parole. 


Juvenile Delinquency Division 

This Division would be organized so that it could be looked to by lay citizens 
and professional workers alike for leadership on the technical aspects of the overa!! 
—- and in particular on the improvement of treatment of children already 
in trouble. 

A primary function would be to give the technical assistance and advisory 
services to States, communities, institutions, and organizations, both public and 
voluntary, on standards and methods for care and treatment of juvenile delin- 
quents, on content of State or local programs, and on problems of organizations 
and coordination on statewide or local basis. 

The technical assistance offered would include the major aspects of the problem 
of services to delinquents, such as police, detention, courts, probation, training 
schools, and community welfare and health services involved. The Division 
would give early and continuing attention to State and local organization, wou! d 
respond to requests for help in making general surveys and assistance in planning, 
and would be prepared to give technical advice, as requested, on State legislation. 

During the past 2 years the Bureau with the help of the special juvenile delin- 
quency project, an activity financed by private funds, and with the help of nearly 
200 experts has been able to prepare and publish in final or in preliminary form 
statements of standards or guides to practice in several aspects of the total 
program. 

Suggestions on various alternative ways in which States and localities can organ- 
ize to develop their services to juvenile delinquents in close cooperation and coor- 
dination with the total child welfare program are in process of preparation 
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These materials wili be available to help the staff of the new Division from the 
beginning of its work in response to requests from the States and localities. 
Additional materials of this sort will be needed and will be prepared by the 
Division. The Bureau would continue to look to experts to assist in the estab- 
lishment of standards so that the statements may reflect a concensus of knowledge 
and opinion. 

Fundamental to improvement in the quality of treatment services for delinquents 
is the training of the personnel who will provide the service. The Bureau pro- 
poses to include three professional workers who will be competent to assist agencies 
and educational institutions in planning for training various types of personnel, 
professional and subprofessional. 

The Juvenile Delinquency Division will collaborate with the existing Divisions 
of Social Services and Health Services, other constituents in the Department of 
Health, Education, and Welfare, other departments and national organizations 
working in this field. The Bureau through its other divisions already has many 
contacts with State departments of public welfare and health, and these will 
be utilized to further the work of the new division. 


RESEARCH AND STATISTICAL REPORTING 
Research 

In an attempt to discover what kinds of programs and measures are effective 
in preventing delinquency, the Bureau recently reviewed all the important 
research studies dealing with this question. Three facts emerged: (1) Relatively 
few programs have been scientifically evaluated; (2) of those whose accomplish- 
ments have been determined, a considerable proportion have been found to be 
rather ineffectual; (3) in recent years, some promising new approaches to delin- 
quency prevention have emerged, but no detailed studirs of results have yet been 
undertaken. 

This situation with respect to the results of research on prevention of delin- 
quency could be duplicated many times in other phases of our knowledge. On 
causes of delinquency, conditions contributing to delinquency, means of preventing 
delinquency, and ways of rehabilitating delinquents, our scientifically established 
knowledge is fragmentary and inconclusive. Nevertheless, many worthwhile 
ideas on these subjects are being proposed, and many new programs of prevention 
and rehabilitation are being entered upon. What is lacking is solidly grounded 
research that will discover which ideas are correct and which programs effective. 

This being the case, it seems to us highly important that there be national 
leadership in the research aspects of delinquency as well as in the operational 
aspects. Under its basic act, the Children’s Bureau has the responsibility of 
presi such leadership, and it now proposes to expand its research program to 

at end. 

The Bureau would provide national leadership in research in two main ways: 
(1) By identifying problems and programs on which research is needed; (2) by 
entering upon cooperative studies with other organizations that could serve as 
models for larger investigations. 

An example of the first type of research activity is the review of the effectiveness 
of programs for delinquency prevention that I have already referred to. Through 
this review, a wide area for research has been opened up. The review pointed up 
certain new types of community programs for delinquency prevention that seem 
hopeful. It also outlined ways of determining how successful the work of such 
programs is. As a next step, the Bureau will urge that analyses of the value of 
these programs be undertaken. Within its means, the Bureau will provide tech- 
nical assistance in such evaluation on request of those in charge of the programs. 

An example of the second type of research activity is given in the Bureau’s 
proposed field study of vandalism. This baffling kind of behavior is apparently 
on the increase. Nobody knows its real causes or how it can be diminished. The 
Bureau is proposing on-the-spot studies of delinquent youngsters of this sort, their 
school prod home situations, and the social-psychological climate of the environ- 
ment in which they live. These studies would be pilot local investigations, aimed 
at developing a method of research that could be used widely throughout the 
country. Only if we can discover why youngsters act in this provocative manner 
can we hope to overcome the problem. Such a discovery can be made only if 
studies of family and neighborhood situations where vandalism has occurred are 
undertaken in different parts of the country under different economic and social 
conditions. 

To enter upon research activities of these sorts the Bureau proposes to enlarge 
its research staff. The direction of the research in delinquency will be assumed 
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by the present director of the Division of Research, who is well equipped for this 
task through many years of work in this field. 

The addition of 6 professional and 4 clerical positions is proposed for this work. 
Statistical reporting 

The Bureau’s statistical reports from juvenile courts provide information about 
the extent of delinquency and the fluctuations in number of children coming before 
juvenile courts. Kationwide information on probation services, detention and 
police services, and training schools is not available because no comparable sta- 
tistical reporting system for these agencies exists. 

The Bureau is proposing to initiate such reports. As background for develop- 
ing such reports the Bureau has already made some preliminary fact-finding sur- 
veys. From these we have some data which from a baseline on the organizations 
of State training schools, the number of children in the schools, the number and 
qrensenieene of staff, the cost of operating these schools. Similarly, we have some 

ata about juvenile police units. 

However, if the Bureau is to be of help to these and other types of institutions 
it must have continuing information on what happens to the children when serv- 
ices are improved according to present standards. There is no way to keep track 
of basie data except through a system of service reports. These are now needed 
for probation, detention, and police services for delinquent children. For ex- 
ample, in reports on probation service data would be gathered to the extent of 
geographic coverage; number and types of delinquent children under care; tvpe 
of service rendered; use of community facilities; qualifications, method of appoint- 
ment, salary, turnover, and caseload of staff; and costs of service. 

A staff of nine persons is proposed to develop these reports during the next few 

ears. 

As the above statements indicate, juvenile delinquency continues to rise. We 
may be facing a further increase, if only because of our rapidly increasing child 
population. The problem is nationwide and calls for national leadership. Re- 
sponsibility for developing and operating an adequate program of juvenile- 
deliquency control rests with the States and localities, but the Federal Govern- 
ment is looked to by States and local communities for tecnnical advice and help. 
The appropriation requested will enable the Children’s Bureau to give such as- 
sistance, to collect needed information about the services to delinquent children, 
and to stimulate the development of research in this baffling field of deliquency 
prevention and control. 


(Off the record discussion.) 

_Mr. Scrivner. Let us say Kansas City, Kans., has a very good 
program. Why can’t Chicago or San Francisco ask the Kansas City, 
Kans., authorities how they worked out that program which you just 
mentioned off the record? 

Dr. Extor. They can if they know there is such a program there, but 
sometimes they do not even know that. We serve as a clearinghouse 
for exchange of information among the various communities. Also, 
it is very important that we have information with respect to the 
numbers of children all over the country and the character of the 
delinquincies that these youngsters are committing, so that we can 
relate the type of service, the type of treatment that is provided to 
the types of difficulties that the children get into. 

Mr. Scrivner. Juvenile delinquincy is not anything new. 

Dr. Exior.We have had juvenile delinquincy with us for a long 
time. 

Mr. Scrivner. Many of these youngsters we have worried about 
did a good job during World War It and the Korean war. They will 
the next one if it comes along. . 

Dr. Exror. It is quite normal for youngsters té get into some sort 
of minor trouble. But it is not normal for youngsters to get into all 
the different types of troubles they do get into in many of our cities 
and communities. 
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CAUSES OF JUVENILE DELINQUENCY 


Mr. Scrivner. What is the main reason for some of the troubles 
these youngsters get into? 

Dr. Exstor. The causes of juvenile delinquency are many, but they 
arise from both social conditions in which children find themselves 
livir 

Mr Scrivner. Do you not find a lot of it is due to lack of spending 
money? 

Dr Exror. Possibly some of it, but there are a great many young- 
sters who have no spending money and who for that very reason may 
get into trouble. They need to have some spending money, and, 
therefore, they try to get it. 

Mr. Scrivner. That brings us up to the situation that has devel- 
oped in this country where a youngster cannot go out any more and 
pick up any change. There are too many restrictive laws. 

A kid cannot work today as I did. It kept me out of trouble. I 
could go out and shag groceries on Saturdays and earn myself a 
dollar. A youngster today cannot do that because age laws and 
minimum-pay laws and everything else enter in. 

If some of your studies would go toward the correction of some of 
the limitations we have put on these kids trying to earn some money 
of their own so they can go out with the boy next door and have a 
date tomorrow night because he has some money in his pocket, you 
would eliminate many of these situations. 

If they can go out and work someplace, they will be better off. 

Dr. Exiuiot. Mr. Chairman, the Congressman asked me something 
about the causes. I would like to add that there are not only the 
social causes in the communities, in the neighborhoods, in which these 
children live and the restrictions inherent in these disadvantageous 
conditions, but there are certain personality situations which also 
underlie many of the disturbances that these children have. 

I would also like to comment on what he has said about the studies 
that one might make. I think it is true we might make certain 
practical studies of the situations that exist in the lives of these 
children to see whether there is not more to be learned about the basic 
causes and how we can then improve the situation in the neighbor- 
hoods, the communities, and in the family life for these youngsters. 

I think also that what we need to do is to study some of the good 
work that is being done in order that we could point out why it is good 
and how it can be adapted to other local communities so that other 
communities can change their conditions. I think we should try to 
study what elements in the good work that is going on would make 
for success in treatment of these children. 

I think it is very important to learn how successful the work is 
with these youngsters. I think that is one of the things we do not 
— Many good things are being done. We should try to look at 
that. 

Then I think we should look at some of the special activities. 
Take, for example, the probation work that is developed in various 
communities. I think we should make studies of the caseloads the 
probation officers have to carry, of the background and training of the 
probation officers that work with these youngsters. Many of them are 
not trained. We need to know what the relationship of these probation 
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officers is to other workers in communities, the social agencies and th 
health agencies, or with the police. 

We know too little about how to give help to police officers wit! 
respect to their work with these youngsters. We need to know how 
all of this work of the probation offi ‘ers relates to the success or 
failure with the youngsters in that community. That is just an exam- 
ple, and I think it would be well if we could study the work, for in- 
stance, of the New York Youth Board that has this very interesting 
activity reaching out to the gangs. 

What are they doing that is good, and in what way are they 
successful? In what ways are they not successful? The youth board 
has indicated to us they would appreciate it if we could help them 
study such activities. 

Another point we would like to study is why do children keep coming 
back to the courts? Why is it we do not help them well enough so 
their conduct is improved? I think we should study the cost of treat- 
ment. We are paying out enormous sums of money in this country 
for the treatment of ins youngsters in training schools, in detention 
homes; courts of the country are costing us a great deal of money. 

We should have a better understanding of what good care costs and 
then how we can improve the kind of treatment these youngsters get 
through putting in additional services. In other words, there is a 
whole series of very practical studies that I think we could make if 
we had this small group of workers to study gradually many aspects 
of the problem and give us help in this field. 


REASON FOR TIMING OF REQUEST 


Mr. Larmon. May I indicate the reason for the timing on this 
particular request? | think you and Mr. Fernandez at the time of the 
regular appropriation hearings asked if provision would be made for 
juvenile delinquency. We indicated at that time hearings had been 

eld by the Senate Subcommittee on Juvenile Delinquency. You 
recall they were very extended hearings with a great many witnesses. 
These particular recommendations before you are in line with the 
subcommittee’s report. Also, a 3-day conference was held not long 
ago with persons directly concerned with this area of need. 


EMPHASIS ON JUVENILE DELINQUENCY WORK IN 1954 


Mr. Buper. Doctor, I can readily see where the juvenile delin- 
quency problem would be of immediate concern to the Children’s 
Bureau. I am not quite sure why in fiscal 1954 out of a total of 214 
man-years in the Bureau you allocated only 5% man-years to this 

roblem. If you have allocated only that many out of 214 in your 
ureau, in spite of what the Assistant Secretary has said, this 
hardly seems to be a proper supplemental item. 

Dr. Exvior. Mr. Chairman, the Children’s Bureau has a wide variety 
of responsibilities under our basic act that authorizes our investigative 
work and under title V of the Social Security Act. Under the latter 
we administer the grants-in-aid to the States for maternal and child 
health, something like $12 million; those for medical care for crippled 
children, which is between 11 and 12 million; and the program of 
child-welfare services, social services to children in the rural areas, 
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which amounts to something over $7 million. Altogether this adds 
up to $30 million. Under these programs the Bureau must administer 
these grants and give advice to the States, as they request it, on the 
various aspects of the programs. 

Those three programs i not include the possibilities of extending 
the juvenile delinquency work of the Bureau. This part of our work 
is carried out under the basic act which instructs the Children’s 
Bureau to investigate and report on all matters related to child welfare 
and child life among all classes of the people. 

Mr. Buper. One of the difficulties is that we have been in session 
in the Appropriations Committee since the 26th of January. If new 
programs setting up new divisions, as you plan to do here, are pre- 
sented in our regular bill we can, from the standpoint of time, go into 
the new programs on the merits and in detail and come up with the 
answers. 

The supplemental bills are intended, as Mr. Kelly knows, to include 
only items of urgency, things that have occurred since you testified 
before the committee before. It is difficult for us if we are going to 
operate this way. We might as well keep the Congress in session 12 
months out of the year if we are going to have so many supplemental 
items that more properly should have been included in the regular 
budget. 

Mr. Ketuy. I would like to supplement Mr. Larmon’s statement, 
if I might. That is that this item is in a sense in the nature of new 
legislation coming before you in this manner. It was not included in 
the 1955 budget inasmuch as the Senate had established a subcom- 
mittee to make a study of this problem and determine what the 
Government should do about it. 

That subcommittee made a preliminary report which I believe was 
in March which recommended that funds be added to the Children’s 
Bureau to carry on this work. We immediately set forth to put to- 
gether an estimate. We advised you of that estimate when we were 
appearing on the regular 1955 bill, but we did not get it to you in time 
to be considered as an amendment before that bill was processed. 
That is why it is coming before you as a supplemental now. 

Mr. Bunee. I was not speaking particularly of this item. We have 
had them all day. As you know, the committees of Congress every 
day are releasing new reports. If the Appropriations Committee were 
to meet and act upon the new reports every time they came out, we 
would be here 26 months out of every 12. 

Mr. Fernanpez. This item was offered on the House floor as an 
amendment and was defeated. Am I correct about that? 

Mr. Buper. I believe so. 

Mr. Ketty. I think it is fair to state it was defeated on the basis 
that the chairman of the committee stated that it would be considered 
as a supplemental when it came up in formal channels from the Bureau 
of the Budget. 

Dr. Extor. It was clearly stated on the floor of the House that it 
was coming. In the hearing on the Children’s Bureau 1955 appro- 
priation, I think you will remember I indicated that this item would 
be coming before the committee. I had expected it to be before the 
committee at that time, but it had not yet reached the committee. 
Therefore, it was decided that it would come in the form of a supple- 
mental rather than in the form of an amendment to the original 1955 
appropriation. 
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Mr. Buper. With that history this might be in a little different 
category than some of the rest, but I do hope, as I know all members of 
the Appropriations Committee hope, we do not have a procedure like 
this in another year. It is not fair to the departments, nor is it fair 
to the Congress. It seems to me this should have been a part of 
your regular 1955 budget. 

Dr. Extor. I have been testifying for the Children’s Bureau for 
many years. I think this is the first time we have ever done this 
particular thing. 

Mr. Buper. Maybe you hope it is the last, as I do. 

Dr. Exror. I am not so sure, but I would hope it would be because 
1 would hope other items would be taken care of in the normal way. 

Mr. Bupae. The preliminary report of the Senate committee, that 
you spoke of, was issued in March. You did not appear before the 
committee until May 6. 

Dr. Error. That is right, but during that period of time we were 
working on this additional request and it was sent over by the Secre- 
tary to the Bureau of the Budget on May 5. 

Mr. Bupeae. I am sure the committee will go into the matter on 
the merits in spite of the fact it is presented somewhat out of order. 


REQUESTS FROM STATES: FOR BUREAU’S ASSISTANCE 


Dr. Exror. Might I amplify for the record what I said a few 
moments ago? I would like to record the type of request we have 
before us at the present time for help from States and cities and com- 
munities. We have outstanding requests at this time from at least 
six States for consultation on their institutional programs, and | 
could tell you those come from New York, Colorado, Tennessee, Iowa, 
California, and Oregon. 

We have during the last few weeks received requests from three 
States to conduct or help them conduct surveys of their programs for 
children. We have had an increasing number of requests from large 
urban communities for this type of help, and within the last few weeks 
we have had 2 such requests, 1 from Philadelphia, which if we were 
able to carry that out would take at least 1 expert and possibly 2 for 
not less than 6 months. 

Mr. Scrivner. Why does not Philadelphia hire them? All of these 
cities and States are in better financial condition than Uncle Sam. 

Dr. Extstor. They, however, look to the Children’s Bureau. 

Mr. Secrtvner. They ought to look to themselves more and help 
themselves. They have more money. They can go out and hire 
just exactly the same experts Uncle Sam could hire. 

Dr. Exior. May I also complete this by saying that we also have 
requests coming from eight States for help on juvenile court legislation 
One of the items in our basic act is to study State legislation and give 
assistance on that. Eight States have been asking for this and for 
help on the structure of their courts. They would like help in matters 
of coordinating and integrating services. 

Then a group of States are anxious to have guides, standards in 
the field of probation, detention, shelter care, and protective services 
and family courts. This is the kind of request that comes in to us. 
At the present time we are totally unable to meet it. 
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FURTHER INCREASE CONTEMPLATED FOR 1956 


Mr. Bupce. Doctor, I note in your justification that in 1956 you 
would expect the program to just about double. 

Dr. Exror. The plan in developing this program, which will be a 
relatively new and broadly expanded program for the Bureau, is to 
recruit these persons as fast as is possible over a year’s time. By the 
end of the year there would be in the employ of the Bureau staff to 
carry out a program which would, for the fiseal year 1956, cost 
approximately $325,000. The request for this year is only $165,000. 

Mr. Bupaer. Mr. Scrivner. 

Mr. Scrivner. No further questions. 

Mr. Bupar. Mr. Fernandez. 

Mr. Fernanpez. Nothing. 

Mr. Bupee. Do you have anything you want to add? 

Dr. Error. I do not believe there is more at this time. There is 
much more that could be said, but I think perhaps the committee has 
sufficient before it. 

Mr. Buper. [| think all of us are certainly familiar with the problem. 

Dr. Extor. You certainly are. 

Mr. Buper. Thank you very much. 


RECENT CONFERENCE ON JUVENILE DELINQUENCY 


Dr. Extor. There is one thing I would like to tell you about it if you 
would like to hear about it. That is something more about the recent 
conference that Mr. Larmon, the Assistant Secretary, has spoken of; 


just this past week there was a conference on this subject called by 
the Secretary of this Department. 

Some 450 people came together to work with the Children’s Bureau 
and other constituents of the Department on the various aspects of 
this program for juvenile delinquents. In this conference there were 
experts and leaders from all parts of the country representing the differ- 
ent aspects of the program. Many recommendations were made with 
respect to how they themselves, how the States and communities can 
improve their own work and how the Federal Department and the 
Children’s Bureau, the Office of Education, and others can give the 
States technical assistance that would really put forward the program 
ot ate very notably, if this expansion of our program becomes pos- 
sible. 

Mr. Buper. Thank you very much, Doctor. 

We will recess until 1 0’clock tomorrow. 
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Tuurspay, Jury 8, 1954. 


OrFice oF EpUCcATION 


WHITE HOUSE CONFERENCE, NATIONAL ADVISORY COMMITTEE, AND 
COOPERATIVE RESEARCH IN EDUCATION 


WITNESSES 


DR. S. M. BROWNELL, COMMISSIONER OF EDUCATION 
DONALD W. McKONE, EXECUTIVE OFFICER 

A. LACHLAN REED, SPECIAL ASSISTANT TO THE COMMISSIONER 
RUSSELL LARMON, ASSISTANT SECRETARY 

JAMES F. KELLY, BUDGET OFFICER 


Mr. Bupan. The committee will be in order for the consideration 
of additional supplemental requests of the Department of Health, 
Education, and Welfare. 

There are three educational requests before the committee today, 
contained in House Document No. 471 which will be made a part of 
the record at this point. 


“Orrick OF EDUCATION 
“WHITE HOUSE CONFERENCE ON EDUCATION 


“Salaries, ecpenses, and grants: For carrying out the Act of (Public 
Law ), including services as authorized by section 15 of the Act of August 2, 
1946 (6 U. 8S. C. 55a), $1,750,000, of which $1,500,00€ shall be for grants to the 
States in accordance with section 2 of such Act: Provided, That a Conference Director 
may be appointed by the Secretary at a salary of $15,000 per annum.” 

This proposed supplemental appropriation is necessary to finance State and 
national conferences to consider and report on pressing problems in the field of 
education. It provides $1,500,000 for allotments to the States and $250,000 for 
national expenses. The conference program is authorized by H. R. 7601, which 
passed the House on May 19, 1954, and the Senate, amended, on June 17, 1954. 
The bill is now in eenference. This proposed supplemental is contingent on 
passage of the Senate bill which authorizes State allotments in addition to the 
expenses of the Office of Education. The 1955 budget included $2,000,000 for 
later transmission to the Congress in 1954 for the White House Conference 
program. However, delays have necessitated moving the initial financing 
forward from 1954 to 1955. 


“COOPERATIVE RESEARCH IN EDUCATION 


“For expenses necessary to enable the Commissioner of Education to enter into con- 
tracts or jointly financed cooperative arrangements with public and nonprofit uni- 
versities and colleges and State educational agencies for the conduct of research, sur- 
veys, and demonstrations in the field of education, including services as authorized 
by section 15 of the Act of August 2, 1946 (5 U. 8S. C. 55a), as authorized by the 
Act of (Public Law ), $100,000.” 

This proposed supplemental appropriation is necessary to permit the Office of 
Edueation to finance contracts or cooperative arrangements with universities and 
State educational agencies for the conduct of research, surveys, and demonstra- 
tions in the field of education. Cooperative research is authorized by H. R. 9040, 
which passed the House on May 12, 1954, and the Senate, amended, on June 17, 
1954. The bill is now in conference. However, under either the House or Senate 
bill there is authorization for this proposed supplemental. The 1955 budget 
included $300,000 for later transmission to the Congress for cooperative research 
and for the Advisory Committee on Education mentioned below. 
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“OFFICE OF THE SECRETARY 
“NATIONAL ADVISORY COMMITTEE ON EDUCATION 


“For expenses necessary for the National Advisory Committee on Education and 
the conduct of studies of national concern in the field of education recommended by 
the Committee, as authorized by the Act of (Public Law ), $175,000.” 

This proposed supplemental appropriation is necessary to finance a National 
Advisory Committee on Education to advise the Secretary of Health, Education, 
and Welfare on the initiation and conduct of studies of problems of national 
concern in the field of education and on appropriate action as a result thereof. 
The Committee is established by H. R. 7434, which passed the House on May 13, 
1954, and the Senate, amended, on June 17, 1954. The bill is now in conference. 
This proposed supplemental is contingent on approval of financing authorized by 
the Senate bill. The 1955 budget included $300,000 proposed for later trans- 
mission to the Congress for the Committee and for cooperative research in educa- 
tion, mentioned above. 


Dr. Brownell, do you intend to speak to all three of these? 
Dr. Browne t. | think we had just as well handle all three of them 
together. 


Mr. Bunge. That will be fine. Do you want to make a statement 
to the committee? 


. 


GENERAL STATEMENT 


Dr. BrowneE.t. Mr. Chairman, and members of the committee, 
the budget request now before you will provide funds to administer 
the three legislative proposals concerning education recommended by 
the President, found in H. R. 7601, which j,rovides for State and 
White House conferences on education; 

H. R. 7434, which creates a National Advisory Committee on 
Education, and H. R. 9040, which authorizes cooperative research in 
education. 

H. R. 7601 authorizes State conferences on education to be followed 
by a White House Conference on Education to be held in Washington 
composed of educators and lay citizens from all parts of the Nation. 
The growing shortage of school buildings and teachers in the face of 
increasing enrollment and the waste of trained manpower as we need 
increasingly well prepared citizens make the educational situation of 
national concern. At the same time, we recognize that it is of great 
importance to safeguard local and State control of education. Local 
communities increasingly are finding that they are unable to provide 
adequate schooling—especially school buildings—because of obstacles 
which require State legislative action. The purpose of this bill is 
to speed up action on the State and local levels to meet their essential 
educational needs. The reason for Federal appropriations to the 
States is because they do not have available immediately and could 
not have available until State legislative appropriation at least a 
year from now, funds to take these steps which are necessary to secure 
the grassroots understanding for action on State and local programs, 
to bring together representative citizens and educators to study a 
State iientional situation as to needs; collect data needed to develop 
sound proposals for action locally and at the State level; prepare for 
and conduct a broadly representative citizen-educator conference 
that would study the facts and proposals leading to action; and 
follow up with reports to the citizens to gain general understanding 
and support for action. That would be the development of the 
action program. 
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The White House Conference, following the State conferences, would 
be to emphasize the role of strong schools to the national well-being: 
report on the progress being made in the several States; to summarize 
the resources available and needed to keep American education operat- 
ing at the level essential for national security and well-being; to 
demonstrate clearly what the 48 States can do to meet their educa- 
tional needs; to indicate whether citizens wish greater or less Federal! 
support of various phases of education; to give impetus to efforts to 
improve education; show citizens the nationwide significance of local 
schooling. 

In this whole thing, the proposal is to help speed up the action in 
the matter of educational needs. 

The budget estimate contains funds to help finance the State con- 
ferences. You see, the Conference-—the White House Conference—is 
scheduled for November 1955. To have State conferences held in 
time to provide information needed for that Conference would call 
for funds in part which the States would not have without State 
action by the legislature, which would be after the White House 
Conference had occurred. Allotments are authorized on a formula 
basis with a $15,000 minimum allotment and a maximum of $75,000 
to each State. The estimate also contains funds for a small White 
House Conference staff to work with the States and perform the many 
tasks incident to the National Conference. That is on H. R. 7601. 

H. R. 7434 provides for a National Advisory Committee on Educa- 
tion to advise the Secretary of the Department of Health, Education, 
and Welfare on the initiation and conduct of studies of problems of 
national concern in the field of education and on appropriate action 
as the result thereof. The advisory committee will consist of 9 
members to meet at the call of the Secretary at least 3 times a year, 
and the Commissioner of Education will be ex officio, a nonvoting 
member of the committee. 

Funds are requested in the budget estimate to provide for the 
administrative expenses of the advisory committee. In addition, 
funds are budgeted to support a small task force, composed of highly 
competent professional personnel to undertake studies recommended 
by the advisory committee. 

H. R. 9040 authorizes the Office of Education to enter into con- 
tracts or jointly financed research projects. This new authority 
supported by a modest appropriation will enable the Office to tap 
the excellent resources including competent personnel located in 
public and other nonprofit universities, colleges, and State educa- 
tional agencies. Problems in education have become so complex as 
to require the use of every possible facility and all available resources 
which may contribute toward their solution. Cooperative research 
authority will avoid the addition of a large permanent staff to the 
Office of Education. At the same time it makes available many 
experts with varied competencies to cope with problems of national 
significance. 

I think, Mr. Chairman, that summarizes the major points on these 
bills and I am ready to proceed to answer questions or in whatever 
way you would like to have me continue. 
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uld STATUS OF LEGISLATION 


ing; 
rize Mr. Bupeer. Dr. Brownell, the first thing we should have is a 
rat- clarification as to the committee’s position here relative to authoriza- 
; to tion for these requested appropriations. 
1ea- As you know, the Appropriation Committee does not usually 
eral recommend appropriations until the authorizing legislation is in effect. 
s to It is my understanding that H. R. 7601 is still in conference and that 
oeal the House version does not include any authorization for State 
grants to which you have referred. Is that correct? 
2 in Dr. Browne tu. That is correct. I think all of the three bills are 
in conference at the present time. They may have been reported out 
On- by now; I have not heard. 
—is Mr. Bupar. What is the situation with respect to H. R. 7434; do 
| in you have the authority for appropriation under that? 
call Mr. Larmon. Yes, in the amount indicated. 
ate Mr. Bupar. In the House version? We cannot predict what will 
use come out of the House and Senate conference. 
ula Dr. Browne t. I think it says for such funds as may be necessary 
000 to carry out this act. 
rite Mr. Larmon. I believe that is in the Senate bill. 
uny Mr. Bungee. Is that Senate language, which was added after the 
a bill passed the House? 
ca- Dr. Browne tt. I thought the House bill authorized the appropria- 
on, tion. I may be wrong on that, Mr. Budge. 
of Mr. Bupexr. That is something we should clarify here, because we 
ion cannot appropriate unless we have legislative authority. 
i 9 Dr. Brownett. I do recall that when that bill was acted upon, I 
ar, believe it was one of the members of this committee, spoke to the 
ing point that if it were passed, there would need to be a supplemental 
appropriation provided to carry out the act. I believe that was Mr. 
the Fogarty. I believe the record will show that he pointed out that 
on, fact at the time the act was passed. 
aly Mr. Bupex. The committee’s hands are more or less bound until 
led the conferees act and the measure passes both Houses 
Do you have any question of that kind concerning H. R. 9040? 
yn- Dr. Browne t. I believe both the action of the House and of the 
ity Senate provides for the $100,000 authorization for the cooperative 
ap research—I beg your pardon, a $400,000 limit in the House bill and the 
in other has no limit. 
na- Mr. Keutuiy. Mr. Chairman, as you know, because of the lateness 
as in the session, these items were submitted before final action was 
eS taken on legislation. They are submitted in accordance with the 
ch authorization contained in the Senate bill, and it is likely that final 
he congressional action will be known tomorrow, and it is with the 
ny understanding that probably final congressional action will be known 
ral tomorrow, the conference report will have been made and be reported 
back to the Houses, so that all we can do is to take action pending 
Se legislative action on the bills. 
er 


DIFFERENCE IN PURPOSES OF PROPOSED ACTIVITIES 


Mr. Buper. Dr. Brownell, in going through the justifications, I 
find activities that are going to be carried on that are essentially the 
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same in each of the three activities, and it seems to me that there 
would of necessity be some duplication or overlapping in the activities; 

Do you feel any doubt in that regard? 

Dr. Browne tu. I do not have any doubt, Mr. Chairman. I think 
I can explain the major reasons why I think there is no duplication. 

In the first place, the State conferences, and the White House 
conference are for the purpose of involving the people in getting 
action on their own educational programs in the States, because wo 
are falling behind. They are being set up in such a way that we are 
trying to avoid the Federal Government telling the people what to do. 
In other words, we believe that education, public education, is the 

eople’s education, and that the public’s understanding of the prob- 
ems and the public development of their programs is the most 
important problem that we have at the present time. 

n the overall, this proposal is to see to it that in each instance 
representative committees will weigh their problems, and prepare the 
conference for the State educational programs. And we assume 
that the State departments of education will help to develop their 
State action programs. That is based on the fact that many communi- 
ties have studied their problems and development has taken place. 
Plans have been developed in !arge numbers and many effective 
programs have come about locally where people have gotten together 
and said, “Now, we have got to do something about this educational 
system.” They get their group together. Sometimes they get 
together at somebody's house, and they say that we have got to do 
something about this. They may call in the superintendent or the 
members of the board of education, and get together and work out 
a program. When they have that in shape, they may call in a larger 
group of people, have a mass meeting, or whatever it may be, to agree 
on a plan to meet the local needs. They may have local obstacles 
to overcome. They may have a bonded indebtedness limitation 
in one State and it may be that the only way that anything can 
be done about that is by State legislative action; or they may find 
out that really the best way to handle the job would be through 
a combination of 2 or 3 school districts into 1 larger district for a 
high school. 

That may call for perhaps a change in State laws, or a reorganiza- 
tion. Otherwise they may be losing State aid, and it may be that their 
laws will have to be changed. 

I could go on indicating to you the things that would call for State 
legislative action before the local community could get action to meet 
its needs. And it could take quite some time to get the people 
together on a State basis, whereas they can easily get together on a 
local basis. 

In undertaking to bring people to act, to get a State action pro- 
gram, somebody has to take the initiative to bring together a repre- 
sentative group of citizens to-study the problems and get agreements 
based on evidence for the development of a program or programs, and 
to get the people thinking together and into an agreement to do the 
thing that they want to do. 

So the purpose of the conference bill is to help to move in that 
direction. There are several reasons why we want to move as rapidly 
as possible. 
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One is to get the advantage of a national focus of experience and 
ideas. To do so, we have felt that we ought to go back to “rass 
roots” first, and that if we wait to have the State Departments do this 
one year, and another Department another year, we would lose one 
of the biggest values that comes from concerted national effort. 


SHORTAGE OF SCHOOLS 


1 think you have already seen in the press some of the facts that 
indicate what the problems are in the way of increased school popula- 
tion and what that means in terms of schoolhouses. We already 
have a shortage, and it is becoming greater at a rate that means that 
we are falling behind scheduled needs. 

Mr. Scrivner. And the State and local communities realize that, 
do they not? 

Dr. Browne i. The State and local communities? 

Mr. Scrivner. Yes. 

Dr. Browne.u. A good many of them. 

Mr. Scrivner. Well, they realize the shortage of schools and school- 
houses? 

Dr. Browneti. But the question is, how can they mobilize their 
resources rapidly enough to meet the needs. The purpose of this 
conference bill is to provide assistance so that they can go ahead and 
move rapidly. 

Mr. Scrivner. Suppose they do not go ahead and move rapidly? 

Dr. Browne... That, of course, is their prerogative. 1 think vou 
would agree with me, however, that the people in the United States, 
when they have the facts in reference to education and the need for 
more education, they want to meet it. And we do not have any 
doubt but what the people of this country are going to make reason- 
able provision for education. This is merely a matter of helping them 
to do the job that we all know needs to be done. 


POSSIBLE RECOMMENDATIONS RESULTING FROM PROPOSED ACTIVITIES 

Mr. Buper. What type of recommendation can you foresee coming 
out of these conferences and the National Advisory Committee on 
Education and Cooperative Research in Education? What would be 
the nature of the recommendations? 

Dr. Browne xt. I would say this, in terms of the State conferences: 
1 think the State conferences will come out with recommendations. 
In some States, it may be a recommendation for changes in the law 
to make it easier for school districts to reorganize. In another case, 
it may be that they will come out with a State recommendation for 
a program of State aid for school construction. In some other State, 
it may be they will come out with a recommendation to modify their 
bonded indebtedness tax limit. They have in some States already a 
procedure whereby the assessed valuation procedure is being modified. 
For instance, in the State of New York, they have an overall State 
Board that determines what is the assessed valuation for a given com- 
munity, with reference to the statutory bonded indebtedness. For 
instance, if they are assessed on the basis of 25 to 50 percent of the 
true valuation, the State group has found that by using the true 


__| 
pet 
ple 
La 
ro- 
re- 
its 
nd 
he 
at 
ly 


1308 


assessed valuation, such districts have been able to bond themselyes 
higher in order to erect school buildings. 

think that is the type of thing that will come out of these State 
conferences. They will vary, of course, depending on what the particu- 
lar needs are. 

Mr. Bupa. That is on the financing part of it. You would expe: 
then that the recommendations would be pretty largely around . 
the State school financing would be carried on? 

Dr. Browne tu. That is one. Another may be that they will 
want to change their proposals for teacher-certification procedure. 
I think there may be some States where they have the segregation 
problem, where some of the conferences will come up with recom- 
mendations dealing with the way in which they are going to meet 
some of the 2p egy geoes under the Supreme Court decision. Teacher 
shortage will be of particular importance and related problems, in 
some of the States having to deal with it. 

(Discussion off the record.) - 

Mr. Bupeer. Does not the Office of Education do a great deal of 
that type of work right now? 

Dr. Browne Lv. Insofar as we can, we try to provide exchange of 
information. This would increase and provide more responsibility 
on the people themselves to do it rather than the Office of Education. 


POSSIBLE OVERLAPPING WITH ACTIVITIES OF OTHER AGENCIES 


Mr. Bunge. I notice one of the studies that might be set up would 
be a study concerning increased juvenile delinquency. The committee 
has pending before it a request from another agency to enter that field. 
Has there been any high level administrative decision as to whether 
pil os ey of Education or the Children’s Bureau should conduct that 
study? 

Dr. Browne.u. No decision that I know of. Our listing is merely a 
suggestion of one type of national problem involved. 

ri have not spoken to your first question, as I should have, in 
reference to overlapping. I have emphasized the State and White 
House Conferences. There are two other bills. One is the advisory 
committee bill, proposing that there would be an on-going committee 
of 9 persons who would meet about 3 times a year. They would come 
together and take a look at some of the larger problems relating to 
education, and say, “Here is one that we think needs to be given very 
careful study by a task force, as one of the important national prob- 
lems.” It would be essentially a research study. You perhaps recall 
that a few years ago there was a President’s Commission appointed 
that made such a study of higher education, and there have been in 
the past, I think, some other studies, a considerable number of years 


0. 

Our feeling was, when this was initiated, that through such studies 
we have developed a great deal of information in that field. One of the 
difficulties has been that once these studies have been made, they seem 
to get off on a shelf somewhere and are not followed up. There is a 
need for this comprehensive type of study in a number of major educa- 
tional problems. If we had this group of 9 good people who would 
come together and advise the Secretary on some of these problems 
that should be studied in a careful way, that we could initiate each 
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elves year 1 major study. Each study might take a year or two to bring 
the study to completion. When the study was completed, the 

state Advisory Committee would look over the results and advise the 

ticu- Secretary what they considered practical steps they should take, or 
that the Office of Education might take. In this way we would have 

2a an on-going program of these studies as they came along. 

10W For instance, here is a study on education as relates to the migratory 

workers. That is a problem on a national scale; it goes beyond State 

will boundaries. 

lure, Then there is the question, such as you have just mentioned, one of 

tion education as it relates to delinquency among children. 

‘om- Mr. Buper. That is another field, migratory labor, that the 

neet Department of Labor wants to go into. 

cher Dr. Browne Lt. Yes. 

» In Mr. Buper. It seems to me that the White House should indicate 
which of the departments or bureaus in the departments should make 
the study. We do not want to be appropriating money in the same 


1 of bill for two different departments to be doing the same thing. 

Dr. Browne tt. Of course, I would assume, and I think you should 
e of assume, that if the Department of Labor is going to make such a 
lity study, such as a migratory-worker study, and the Children’s Bureau 
lon. is going to make a juvenile-delinquency study, then the Office of 


Education, the Advisory Committee, I should say, would come to the 
conclusion that that was not the top-priority study for the Office of 
Education. We would say that it was more important that we make 
a study of something else, the financing of education or some one of a 
number of these big problems that we are facing. 


The purpose is to take one study each year, so that we would 
undertake major study of these problems on a systematic basis. 

The purpose of cooperative research is to see that educational 
research study is extended and that it is done in such a way that 
the studies do not overlap. One of the purposes is to call upon the 
State departments of education, the colleges, and universities, that 
have research departments, to submit problems of research in the 
field of education. These proposals for research studies in the various 
aspects of education would all be screened by a Committee on Edu- 
cational Research to see that we avoided duplication in use of funds 
that we had for research in the educational field. 

Presently, there is a lot of money provided for research and re- 
search programs in the sciences, in agriculture, and health. There 
is very little, frankly, in research for the improverent of education. 

Mr. Bupae. Unless the programing within the Office of Educa- 
tion was pretty carefully handled, it is conceivable, is it not, that all 
three groups could study the same subject at the same time? 

Dr. Browne. Yes, and one reason why we set this up in the 
manner it is, with the Commissioner of Edueation as an ex officio 
member of the National Advisory Committee on Education, and 
one reason to have a screening committee on research that would 
be right in the Office, is so that information on educational research 
would be handled, largely, through the Office of Education, to avoid 
just that sort of duplication. We believe just as strongly as vou do, 

am sure, that there is enough to be done without any overlapping 
of expenditures of funds in educational research. 


uld 
tee 
ld. 
her 
hat 
ya 
in 
ite 
ry 
Lee 
me 
to 
Ty 
all 
ed 
in 
rs 
es 
he 
m 
a 
ld 
1s 
th 


1310 


Mr. Bunge. Just offhand, it would seem to me that it would be more 
practical to have this one program grouped where it can be studied in 
one office. 

Dr. Browne t. I think that is a good point. What we are trying 
to do in this matter of carrying on the studies in education is to recog- 
nize, through use of the advisory committee, the importance of keep- 
ing education close to the people, to reflect the interest of the citizens, 
and what they consider to be major educational problems. This is 
proposed by having an advisory committee of nine citizens from differ- 
ent parts of the United States, who would come here to consider what 
they think are the more important problems that ought to be studied 
at this time. The work would be with their own personnel, so far 
as the personnel is concerned. The Office of Education would come 
in to help to see that competent personnel was secured. 

One purpose of the cooperative research is to see that in extending 
study of educational problems, we do not build up in the Office of 
Education a large research staff. Rather we would use the research 
people that exist in the colleges and the universities and the State 
departments of education, to advance education and research but 
without building up a large research organization in the Office of 
Education. 

Mr. Buper. Might it not be better to implement one of these pro- 
grams at a time? 

Dr. Browne tv. I suspect that it would be nice, if we could do it 
that way, but it would be a little bit like saying that it would be a 
good idea if we could clothe the children at one time, house them at 
one time, and educate them at another. In other words, we have got 
to take all of these things at one time, working with the departments 
of education, cooperating in the activities on more than one front 
at a time. 

The proposal here, I would say, is relatively modest, in respect to 
the way in which we are engaging in research, $100,000 for educa- 
tional research in a cooperative research program is not going to 
involve us in a heavy or extensive research program. 

The same thing is true of the advisory committee. We are setting 
that up so that we will undertake one major study during the course 
of a year, rather than trying to sclve all of the problems at once. 
I might also say that we are trying to move along in a careful and 
systematic fashion, rather than to cover the waterfront. 

Mr. Bupaer. In these two subjects which are very important, that 
of juvenile delinquency and the education of children of migrant 
laborers, where do you feel the two studies should be conducted; in 
the Office of Education or some other agency? 

Dr. Browne tu. I would say that it should be conducted wherever 
we can get the best organization and personnel. 

Mr. Scrivner. Where is that? 

Dr. Brownett1. I am not sure that I am competent to answer, but 
I am sure that if it were left to the Office of Education, we could 
provide good leadership for such a study. I suspect if it went to the 
Children’s Bureau, they could do the same thing; and on migratory 
workers, perhaps in the Department of Labor. 

I think the main thing, is that there be cooperation of the different 
agencies that have some thing to contribute, under proper leadership, 
so that they are not all doing a little bit of piecework in fields that 
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are not related. I would assume that the Office of Education could 
go along with any one of these agencies that would be handling it in 
a very cooperative way. 

Mr. Buper. That is what I am trying to develop: Which one? 
The committee has a request from the Department of Labor and from 
the Childrens’ Bureau and from your Office and it seems to me that 
at the Secretarial level, or the White House level should be decided 
the question of which executive agency is best qualified to handle the 
studies, rather than having a duplication of requests coming here 
before the committee. 

Dr. Browne ut. I would suggest this, that insofar as we are con- 
cerned, we are not making a specific request for a study of juvenile 
delinquency or migratory workers. We are merely using those as 
indications of the type of study that this national advsiory committee 
might have to work on as a national problem. 

I can also say this, from our point of view, that if it should be the 
decision of this committee that the Department of Labor or the 
Children’s Bureau were to make a study conerning the education of 
children of migratory workers, or a study of delinquent children, we 
would not engage in that study at the same time. I mean, we would 
not engage in a parallel study. The effort would be on other jobs, 
other cooperative programs. 

Mr. Bupesr. Yes, but the justifications on that indicate the two 
studies very logically fit into the overall program. 

Mr. McKone. The justification contains projects which are illus- 
trative only. If the Labor Department or the Children’s Bureau 
are working on the problems of migratory children. 


MEANS OF PREVENTING DUPLICATION 


Mr. Larmon. Is it not true that they can be viewed with value by 
different groups, depending on the particular competence of those 
groups, and then keep close liaison in order to prevent obviously 
useless duplication? 

Mr. Buper. We do not want to be wasting public money by 
having different Federal agencies attempting to achieve the same thing. 

Dr. Browne t. I think that is a very proper point, Mr. Budge. 
I would say that the determination of the study which would be under- 
taken would be made by this advisory committee. We would advise 
them, but what they would consider the most important study would 
be decided by that committee of citizens to which I have referred. 
I assume that they would be just as much interested as we are, or as 
you are, to see to it that they did not undertake as the study which 
they would sponsor one which is already being sponsored by some 
other governmental agency. 1 can certainly assure you that we would 
see to it that in working with such a committee that they had all of 
the information on the subject that was available in reference to 
other studies which were underway. I cannot say if you get a group 
of nine citizens of this country together what their action is going 
to be, but I do think that probably if we get nine good citizens together 
one of the first things they would do would be to take just exactly 
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the position that you take, that if they were going to sponsor a project 
it would not be one which was already being undertaken by some 
other governmental agency. 

Mr. Larmon. I think it should be possibly encouraging to the com- 
mittee to know that these recommendations are not concerned wit! 
the enlargement of the authority of the Department of Education. 
That is primarily in lay persons from the States, and so forth, and 
their recommendations when made will have to be met by the Secre- 
tary and the Department of Education. That is something which 
will lead to more thought and less conclusive determination by the 
Commissioner of Education and his group. 

Mr. Buper. Mr. Scrivner. 


AUTHORITY TO MAKE APPROPRIATIONS 


Mr. Scrivner. Probably this is not the place to raise many of the 
uestions that I have in my mind, but one of the first things is as 
things now stand this committee has no authority whatsoever to 
make any appropriation of even a single dollar, since there is no 
existing law. 
STATE AND LOCAL RESPONSIBILITIES 


In the second place, perhaps I am somewhat old fashioned. I still 
feel that this is a Republic of 48 sovereign States and that most of 
these matters, particularly as they relate to education, are purely 
local and State problems. While you state, Mr. Brownell, that you 
do not want to tell them what to do, certainly this grant bill is framed 
so as to tell them when to do something, whether it tells them what 
to do or not. It is holding out some financial inducement to a State 
to hold some meetings. 

Every State of which I know anything at all is financially far 
better off than the Federal Government. We are faced right now 
with a $275 billion debt which has been developing over the years, 
and we have the unpleasant prospect facing us of being requested to 
raise the Federal debt limit. 


GRANTS TO STATES 


I just have enough faith in the individual States to feel that if the 
President should make a request to the Governors of the various 
States to hold meetings such as are proposed here that they would do 
it without any financial inducement from the Federal Government. 
I think that they are just as deeply concerned in their educational 
problems as Uncle Sam could ever be. 

I do not know what the formula is here, but your statement tells 
us that is going to run from $15,000 to $75,000 a State. 

Dr. Browne.u. Yes, that is right. 

Mr. Scrivner. What is there involved in these conferences that is 
going to cost up to $75,000 to hold them? t 

Dr. Browne.v. I think I can indicate the general plan to you as 
we have discussed it with some of the State representatives as to 
what was involved. First, if they are to appoint a committee of 
citizens and educators to come together and do some planning there 
is travel expense involved. Those people come together for meetings 
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and they feel that they can hardly ask their citizens to come from 
various parts of the State to a central meeting point at their own 
expense. 

Mr. Scrivner. I dare say many of them that have this problem 
so close to their hearts would be glad to attend those meetings at their 
own expense as a patriotic move, because they have that problem so 
much at heart and are so deeply interested in it. 

Dr. Browne.u. Yes, I think that would be true of some of them, 
but some of them would feel that they could not do it at their own 
expense. 

Mr. Scrivner. Why cannot the States pay this expense? 

Dr. Browne tu. The point that was made to us by some of the 
State representatives in our meetings with them was that they had 
no funds that had been appropriated which could be used for that 
purpose, and the only way they could get those funds would be by a 
legislative appropriation, and that the legislature would not be meet- 
ing until next year, and then if they waited to get legislative appro- 
priations to go ahead it would put the thing off. 


URGENCY OF REQUEST 


Mr. Scrivner. What is there so urgent about it that it would 
not wait a year or two to begin and have the States do this? We 
have had idecatiaienh problems in the States as long as I have heard 
anybody talk about education at all. 

r. Browne.u. Yes; that is right. We have had educational 
problems for many years in the past, but not of the same magnitude, 
and we have not been falling behind as we are now. 

I think the best thing I can point out to you is to point out what is 
happening in the enrollment in the States. We have some 37 million 
children enrolled in the schools. By 1960 we will have some 45 
million. This is an 8 million increase. 

Mr. Scrivner. Is there any State superintendent of education who 
does not know what is facing his particular State in that respect? 

Dr. Browne... Yes, I think the State superintendents know. 
But as to the people in the States, many of them do not appreciate 
the situation. 

Mr. Scrivner. It is up to that State superintendent and the 
Governor of the State and the other public officials to make their 
citizens aware of it in that particular State. 

Dr. Browne tt. Yes, and the way in which it is proposed to do it 
is to provide for this mobilization of opinion as a result of this careful 
study in the development of these programs. 

Now, on the point of waiting a year or two or three on the matter 
we just do not have classrooms enough for children to sit down in at 
the present time. 

Mr. Scrivner. We are not going to build any classrooms here with 


this money. 


Dr. Browneut. And the only way you will build classrooms is to 
have the people willing to do so and to have the necessary facts to 
convince them locally and on a State basis. In many cases it calls 
for action on the part of the State legislature to change the laws,in 
order for them to vote the necessary funds. 

Mr. Scrivner. We have no right to tell the State legislatures 
what laws to pass. 
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Dr. Browne ut. No, not at all, but if the people in the States know 
what the situation is they are the ones who will tell the legislature 
what to do. 

NEBRASKA CONFERENCE 


For instance, I was out in the State of Nebraska this year, this 
winter, being a former Nebraskan. Governor Crosby called a con- 
ference very much along this line. First he had a steering committee 
of citizens. They had this committee of citizens working for a period 
of time. The chairman of their educational committee in the legis- 
lature gave them quite a talk on the subject. Nebraska is one of the 
States that has done very little in the way of organization of schoo! 
districts, and another thing that they were talking about was the 
matter of financing their school program. He said the only way you 
can get the legislature to make any change in the laws is because you 
sale in the States in all the different counties and towns impress 
upon your Legislature the fact that this is the program that you want 
put through. 

Mr. Scrivner. | think he is absolutely right about that. 

Dr. BRowNELL. So, he said, you have got the picture, and what you 
have got to do is to go on out into your local communities and build 
up that sentiment. 

Mr. Scrivner. He is exactly right. 

Dr. Browne.u. The purpose of this conference plan is to see that 
we help the States that want to move. Of course, none would be 
Cael to move. We want to help them to move ahead so that 
we do not have these children growing up without the necessary school 
facilities, and the children do not await. We have a shortage of 
340,000 classrooms, and it is moving on so that soon we will have a 
shortage of over 400,000 classrooms. We have other shortages, and 
the question is, Can we afford not to speed things up? 

Mr. Scrivner. If the State of Nebraska had the getup and go to 
hold a conference like that why cannot the other States have enough 
getup and go to do it? 

Dr. Browne tut. I wish they would do so, but they have not. 


NEED TO USE FEDERAL FUNDS TO INDUCE STATES TO HOLD MEETINGS 


Mr. Scrivner. Why should the taxpayers of this Nation as a 
whole be called upon to take out of their pockets —and that is what it 
amounts to—money to send out to some of these States to induce them 
to hold these meetings? 

Dr. Browne tu. I think I can illustrate why. We have to have 
some national concern about it. 

I would like to point out the fact that when it came to the Korean 
war situation and it came to the draft we had in a good many of our 
States pretty high-rejection rates. Those rejection rates were ey 
closely related to the amount of schooling that they had had. e 
had 5 States where 12 to 20 percent of the population between the 
ages of 25 to 34 had less than 5 years of schooling. 

In those States we had a rejection rate of more than 40 percent of 
the selective-service boys. Now, what did that mean to all the rest 
of the States? It meant that all of the rest of the States had to pro- 
vide that many more of their young men to fill the places that would 
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have been filled by those that were rejected. So, we cannot in one 
part of the country allow some of these States to go along as they are 
and not be concerned about the fact that they are not moving ahead 
in education. That is just one illustration that I could give. 

Mr. Scrivner. Do you feel that those five States are concerned 
about their situation? 

Dr. Browne.u. They may be concerned about it, but they have 
not been concerned to the point of providing the education that they 
should provide and the result is that the rest of us in the other States 
have to send that many more of our young men into our Armed Forces. 
That is the reason why I say that we have to be concerned about this 
problem nationally as well as just on a State by State basis. What 
we are trying to do in all of this is to be as helpful as we can to get 
the people in the various States to move ahead so they cannot say, 
as some of them do, we would like to move ahead, but we have not 
—— whereby we can develop a State plan. 

Mr. Scrivner. What States have requested these conferences? 

Dr. Browne vt. | do not know of any State where, by legislative 
action, that has been done, but it has been done by representatives. 
I can say the chief State school officers in the 48 States have endorsed 
this proposal, the National Educational Association, the American 
Council of Education, the National Council of Parents and Teachers 
and also the National Citizens Commission on Public Schools have 
endorsed it, and I could go down the line with a whole sheaf of letters 
on it. 

Mr. Scrivner. You have named five associations that have been 
doing very fine work, and quite properly so. They have been study- 
ing these problems of education as long as I can remember. 

r. Browne.u. I might add that the United States Chamber of 
Commerce Educational Committee and several other groups of that 
type have likewise endorsed it. 

Mr. Scrivner. After all of these years if these various organizations 
that you have just mentioned, all of which have been doing a good job 
in connection with educational problems, have not come up with solu- 
tions of them what do you expect to gain by these other activities? 

Dr. Browne.u. That is a very good question, and I think that the 
answer I would make is this: These organizations recognize the situa- 
tion and they are pretty well convinced gf what the problems and 
answers are and the things that they would like to achieve, but they 
have to have the support of the rest of the people who are not in the 
PTA’s and these organizations. 

Mr. Scrivner. Knowing how active these people can be and what 
influence they can wield, if they are determined to do so, there is no 

uestion in my mind but what if they got going they could convince 

e various State legislatures that they ought to be making some 
money available for this purpose. 

Dr. Browne.tu. That is quite possibly true. I think, however, 
when, as you say, they have worked as hard as they have and as 
effectively as they have and they have come to the conclusion that 
this would be an effective and desirable way in which to help to make 
progress and speed up action in reference to meeting our educational 
needs that we cannot overlook their good judgment in the matter. 

Mr. Scrivner. Why would it not be possible, at least as a matter 
of trying it out, without going into these grants for the present, first 
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to make a request of the Governors of the States that they hold these 
meetings in the respective States this fall without calling upon the 
Government to make these contributions to the States? If that does 
not work then, of course, maybe something else could be done. 

Dr. Browne ut. I suppose on that kind of a question the answer is 
that it could be tried. 

I might say that this matter was proposed at the Governors’ con- 
ference, when they held the Governors’ meeting here in Washington 
this winter. This whole thing was presented to the Governors’ con- 
ference and a resolution was passed that afternoon expressing approval 
of the proposal. 

Mr. Fernanpez. You would not expect the Governors to say “no” 
on a thing like that. 

Dr. Browne.u. My only point there is, you have said, what about 
the President asking the Governors thus and so, and I say the President 
did present this to the Governors and the Governors did endorse the 
plan as a desirable one. 

Mr. Scrivner. At their States’ expense? 

Dr. Brownei. No; I mean as presented here because this legisla- 
tion had been indorsed in Congress. I think there is one other point 
that it might be well to consider. 

Mr. Scrivner. Just to get some more of the background of this, 
you set out in your statement some of the things to be developed by 
the State conferences. You have covered that fairly well. Then we 
come down to the White House conference. The State conference is 
just a one shot affair, is it not? In other words, you do not anticipate 
that you are going to have these State conferences year after year at 
Government epxense? 

Dr. BrownE.u. No, sir. 

Mr. Scrivner. There is planned to be just one State conference? 

Dr. BrowneE.u. Yes, one conference. 

Mr. Scrivner. And that would be at an estimated cost of what? 

Dr. Browne ut. The original Senate bill called for $1,500,000, and 
that is what was approved by the Senate. The House bill provided 
no money. 

WHITE HOUSE. CONFERENCE 


Mr. Scrivner. What about the White House conference, is that 
going to be a l-year affair? 

Dr. Browne. That is right. November 1955 is the target date 
for that conference. 

Mr. Scrivner. That is going to be after the legislatures are out of 
session. Of course, we have run into some of these things before. 
We have had certain programs before us, and they told us now, you 
cannot change the proarae now, because the legislature will not meet 
until next year. Then when we came back next year they say you 
cannot change it now because the legislature has already met. , 
there is never any right time at which to get a cutoff date, because the 
legislature has not met, or it has just met. ; 

Dr. Browne That is right. 

Mr. Scrivner. That is one reason why I wanted to bring out quite 
clearly that this White House conference is going to be in November 
1955, and the various legislatures have already met early in the year. 
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Dr. Browne.u. The purpose of the State conference is to try to 
develop a State action program. . 

The purpose of the White House conference is not to develop a 
legislative program for the States. The purpose of the White House 
conference is quite different. It is to emphasize the importance of 
education to American wellbeing and to have an opportunity for the 
States to come together to show how the different States have solved 
their problems on a State basis so that they can take advantage of 
their various experiences. What we want to do is to give impetus 
to efforts that are being made to improve education. 

Mr. Scrivner. Well, we have been trying to do that ever since 
we have had a Republic, and probably before. 

I notice this one statement in your statement, Doctor, that at the 
White House conference one of the things is to “Give impetus to 
efforts to improve education.” 

Dr. Browne That is right. 

Mr. Sertvner. What does that mean? Where has our education 
fallen short, as much money as we spend for it in this country? 

Dr. Browne. Well, it has fallen short to this extent that now we 
are short, as far as teachers are concerned, some 70,000 prepared ele- 
mentary teachers this year, and the number of elementary teachers 
that we need is increasing faster than we are preparing them. That 
is one of the areas we hope would be highlighted that problem of what 
is being done to meet this teacher shortage problem. 

You asked where it has fallen short. Another place it has fallen 
short is in this matter of school buildings. 

Mr. Scrivner. Those are facts that are well known. 

Dr. Brownetu. Yes; they are facts we all know, but what we are 
doing about it is to see what we can get done, so that we do not keep 
falling behind. That is our big problem. 

Then there is this matter of the dropouts. I mentioned to you 
that we have between 10 million and 8 million functionally illiterate 
individuals in this country, and we cannot afford to have that waste of 
manpower. 

It is things of that sort that concern all of us in reference to the 
school picture, the situation as it exists today. 


NATIONAL ON EDUCATION 


ADVISORY COMMITTEE 


Mr. Scrivner. Now, let us turn to H. R. 7434. That is the bill 
which creates a National Advisory Committee on Education. Is 
that a 1-year program, or is that going to be continuing? 

Dr. Browne.u. That is going to be continuing. When the Presi- 
dent set up the definition of the Dla ttiant of Health, Education, and 
Welfare he indicated in his organizational proposal, or he recommended 
that there be a National Advisory Committee on Education to the 
Secretary of Health, Education, and Welfare. 

The purpose of this bill, H. R. 7434, is to implement that recom- 
mendation by having such a committee responsible for having each 
year a major study in the field of education undertaken and to follow 
through advising the Secretary of the steps that are being taken to 
make use of such study. 
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COOPERATIVE RESEARCH IN EDUCATION 


Mr. Scrivner. What about H. R. 9040; is that a continuing thing” 

Dr. Browne tu. Yes, that is a continuing authorization to the 
Office of Education to engage in cooperative research. 

Mr. Scrivner. You are asking for what on that? 

Dr. Browne. We are asking for $100,000 this year. 

Mr. Scrivner :. And what do you expect that to increase to? 

Dr. Browne t. I am not making any estimate on what that would 
increase to because I assume Congress would determine that. 

Mr. Scrivner. I know, but so many of these things start off and 
they say, “This is just such a small amount,”’ and before we know it 
it has grown into a major project. 

Dr. Browne.i. I remember Secretary Lohmann at the univer- 
sity—-whenever anyone would make a proposal would say, ‘“‘Is this a 
creeper’? I think that is a good term. 
spre Scrivner. I do not know what word would be applicable to 
this. 

Dr. Browne.it. My own judgment is that this would probably 
develop into several Bait thousand dollars a year of funds for 
cooperative research, but once we got underway we would have to 
be in a position to justify any request in terms of actuai projects that 
were undertaken, and we have not had experience in this yet so that I 
am a little hesitant to stick out my neck. 

Mr. Scrivner. I was just trying to find out what this was going to 
grow into in future years. Congress must look forward a little bit to 
see what it is going to grow into in future years. We have seen a lot 
of them that started out with smaller amounts than this that did not 
stop until they had grown into large amounts. 

Dr. Browne tt. I am sure that it would be more than that, but my 
guess is that it would be in the neighborhood of $300,000 or $400,000 
a year, maybe more than that after it was under way. 

Mr. Scrivner. Your statement says: 

Cooperative research authority will avoid the addition of a large permanent 
staff to the Office of Education. 

Dr. Browne ut. Yes, that is right. 

Mr. Scrivner. I do not know what your definition of “large” 
would be. 

Dr. Browne.v. It would not call for any permanent staff, as far 
as I can see, other than 2 or 3 people to service the projects in the 
Office of Education, and the money would go on out in the form of 
cooperative research grants where there was a project that had been 
approved, as we do in the field of public health. if there is a cancer 
research program which is supported by a major university, and it 
is considered worthwhile by the Public Health Service people, they can 
provide Federal funds to assist that cooperative research project, 
rather than having it set up here in Washington. 

Mr. Scrivner. Thank you, Mr. Commissioner. 

Mr. Mr. Fogarty? 

Mr. Fogarty. I have no questions. 

Mr. Mr. Fernandez? 

Mr. Frrnanpez. I have no questions. If Congress has just 
approved it, I do not see how this committee can very well say ‘““No”’ 
now. 
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Mr. Scrivner. It has not been passed yet. 
Mr. Fernanvez. If it is not passed you do not have to appropriate 
or it. 

Mr. Bupes. Thank you very much, Doctor. 

Dr. Brownetu. Thank you, Mr. Chairman, and gentlemen of the 
committee. 


Tuurspay, 8, 1954. 


Pusiic Heattu Service 


GRANTS FOR HOSPITAL CONSTRUCTION, SURVEYS AND PLANNING FOR 
HOSPITAL CONSTRUCTION, AND SALARIES AND EXPENSES, HOSPITAL 
CONSTRUCTION SERVICES 


WITNESSES 


DR. JOHN W. CRONIN, CHIEF, DIVISION OF HOSPITAL FACILITIES 

CHARLES HILSENROTH, EXECUTIVE ASSISTANT, DIVISION O/F 
HOSPITAL FACILITIES 

DR. LEONARD A. SCHEELE, SURGEON GENERAL 

ROY L. HARLOW, CHIEF FINANCE OFFICER 

RUSSELL R. LARMON, ASSISTANT SECRETARY 

JAMES F. KELLY, BUDGET OFFICER, DEPARTMENT OF HEALTH, 

EDUCATION, AND WELFARE 


EXCERPT FROM HOUSE DOCUMENT 471 


“GRANTS FOR HOSPITAL CONSTRUCTION 


“For an additional amount for ‘Grants for hospital construction’, to remain 
available until expended,’ $35,000,000, to be pees om for payments under part G, 
title VI, of the Act, as amended, as follows: for diagnostic or treatment centers, 
$10,000,000; for hospitels for the chronically ill and impaired, $10,000,000; for 
rehabilitation facilities, $10,000,000; and for nursing homes, $5,000,000: Provided, 
That allotments under such part G to the several States for the current fiscal year 
shall be made on the bases of amounts equal to the limitations specified herein. 


“SURVEYS AND PLANNING FOR HOSPITAL CONSTRUCTION 


“For paymenis to States for surveys and planning activities pursuant to title VI 
of the Public Health Service Act, as amended, $2,000,000. 


“SALARIES AND EXPENSES, HOSPITAL CONSTRUCTION SERVICES 


“For an additional amount for ‘Salaries and expenses, hospital construction 
services’, $400,000, of which not to exceed $60,000 may be transferred to ‘Salaries 
and expenses, Office of Vocational Rehabilitction’, and not to exceed $5,900 may be 
transferred to ‘Salaries and expenses, Office of the General Counsel, Health, Education, 
and Welfare’.” 

These proposed supplemental appropriations are necessary because of enact- 
ment of fi R 8149, amending the hospital survey and construction provisions 
of the Public Health Service Act, to provide a new program of assistance to the 
States in surveying needs for and constructing diagnostic and treatment centers, 
chronic hospitals, rehabilitation facilities, and nursing homes. Appropriations of 
$62,650,000 for these purposes were proposed for later transmission under proposed 
legislation in the 1955 budget document. 

It was originally anticipated that $60 million would be requested for ‘‘Grants 
for hospital construction” under proposed legislation, in addition to $50 million 
under existing law, a total of $110 million. Because the Congress has appropriated 
$75 million of the total amount anticipated, the balance of $35 million is herewith 
requested for the new construction program. 
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The requested supplemental appropriation for “Surveys and planning for hos- 
ital construction” is detnatiand “ Tt. R. 8149, which provides for surveys by 
tates to inventory existing daignostic and treatment centers, chronic hospitals, 

rehabilitation facilities, and nursing homes, and to develop programs for construct- 

ing needed facilities of these types. This supplemental appropriation also was 
anticipated in the 1955 budget. 

The proposed supplemental appropriation for ‘Salaries and expenses, hospital 
construction services’’ is necessary because of additional administrative work 
resulting from the State surveys and grants for construction under the expanded 
program. The 1955 budget forecasts administrative costs of $650,000 for the new 
program, based on a $60 million grant program. Since only $35 million in 
construction grants are requested, administrative costs of the new program in 1955 
are now estimated at $400,000. 


Mr. BuneGs. The next items before the committee are the supple- 
mental requests of the Public Health Service in connection with the 
recent amendments to the Hospital Survey and Construction Act, 
for survey and planning funds in the amount of $2 million; hospital 
construction funds in the form of grants in the amount of $35 million, 
and salaries and expenses under the same item of $400,000. 

Dr. Scheele, are you going to address the committee or is Dr. 
Cronin? 

Dr. Cronin. I would like to, Mr. Chairman. 

“Mr. Bungee. If there is no objection we will make the doctor's 
statement a part of the record, and then you may proceed on the record 
with any statement or remarks which you wish to make. 

Dr. Cronin. All right, sir. 


GENERAL STATEMENT 


(The statement referred to is as follows:) 


Mr. Chairman and members of the committee, there is presented herewith a 
request for $37,400,000 essential to implement the provisions of the 1954 amend- 
ments to the Hospital Survey and Construction Act (Public Law —, 83d Cong.). 


SURVEY AND PLANNING FUNDS 


The 1954 amendments to the Hospital Survey and Construction Act authorize 
appropriations for allocation to the States for surveying their need and for develop- 
ing State construction programs to meet the need for four classes of projects, hos- 
pitals for the chronically ill and impaired, nursing homes, diagnostic centers or 
diagnostic and treatment centers, and rehabilitation facilities. Two million dollars 
is authorized to be allotted to the States on the basis of population and matched on 
a dollar-for-dollar basis. The States will survey their existing facilities in these four 
classes of projects and develop programs as supplements to their State plan for 
meeting these needs. The minimum allotment to any State for survey and plan- 
ning purposes is $25,000 in accordance with the law. The first portion of the pres- 
ent budget request is, therefore, $2 million for the survey and planning activities. 
Experience under the program in the past has shown that the success of the con- 
struction phase of the program may be directly related to the quality of the survey 
and planning activities undertaken by the States. This phase of the total program 
serves as the firm foundation for the wisest expenditure of Federal funds appro- 
priated for construction purposes, 


GRANTS FOR HOSPITAL CONSTRUCTION 


The 1954 amendments also authorize annual appropriations of $60 million to 
assist in paying part of the cost of construction by public and other nonprofit 
sponsors of the four types of facilities referred to above. These funds are to be 
allocated to the States on the basis of the existing statutory formula, the controlling 
factors of which are the State’s population and per capita income. The minimum 
allutments authorized for any State are $100,000 for diagnostic or diagnostic and 
treatment centers, $100,000 for chronic disease facilities, $50,000 for rehabilitation 
facilities, and $50,000 for nursing homes. 
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The present budget request for $35 million for fiscal year 1955, is $25 million 
less than the amount authorized by the 1954 amendments. The President in his 
original budget request to the Congress, for fiscal year 1955, indicated that the 
combined grant program request would be $110 million plus $2 million for the 
survey and planning phase of the program. At the time the $25 million was 
requested as a supplement to the $50 million for the existing program, it was 
indicated that the total fiscal year 1955 request would not exceed the requested 
$110 million. Since the Congress has approved $75 million for the existing 
program, only $35 million is now being requested to implement the authorizations 
contained in the 1954 amendments. 

Testimony before the committees in both Houses of Congress with respect to 
the 1954 amendments established the fact that the results under the existing 
program have to date been very satisfactory. However, since major emphasis on 
the program thus far has been placed on the construction of general hospital beds, 
an imbalance has occurred throughout the Nation with respect to the need for 
other types of facilities. Thus, while approximately 70 percent of the need for 
general hospital beds has been met through construction undertaken without 
Federal assistance as well as with assistance under the program, the need has 
not been similarly met for other types of facilities such as chronic disease hospitals 
or rehabilitation facilities for the physically handicapped. In addition, the 
existing program did not authorize the construction of diagnostic or diagnostic 
and treatment centers and rehabilitation facilities separate and apart from 
hospitals, nor were nursing homes covered by the existing program. 

Testimony before the committees demonstrated that a great demand for 
chronie disease and nursing-home facilities had been brought about by the tre- 
mendous increase in population aged 65 and over. This increase in the number of 
aged persons has likewise contributed to the incidence of the chronic and degenera- 
tive diseases. T date only 12 percent of the need for chronic-disease beds through- 
out the country has been met. In other words, 88 percent of that need remains 
unmet. In addition, the present program does not cover nursing homes which 
are so essential in the development of a comprehensive program for the care of 
our aging population. Information as to the precise extent of the need for nursing- 
home facilities will be developed by the surveys conducted by the States under 
the survey and planning phase of this program. It is well known that the avail- 
ability of additional chronic-disease beds and nursing-home beds will not only 
help meet the urgent need for these beds but also tend to make more readily avail- 
able, for acute patient care, those beds in general hospitals now occupied by the 
chronically ill o1 long-term patients. 

While considerable progress has been made under the program to date in the 
construction of public-health centers, relatively little attention has been given 
to outpatient departments of hospitals and to other types of facilities for the 
diagnosis and treatment of ambulatory patients. These facilities are deemed es- 
sential to complete medical service in a community and by emphasizing the pre- 
ventive aspects of modern medicine there is a decrease in the ultimate need for 
expensive inpatient care. Furthermore, there are communities, particularly in 
rural and remote areas that are financially unable to build and maintain general 
hospitals. These communities would be eligible to construct diagnostic or diag- 
nostic-and-treatment centers to make more readily available to their people 
essential health services. 

With respect to rehabilitation facilities, testimony before the committees fully 
justified the need for the comprehensive approach to the rehabilitation of individ- 
uals and of the urgent need for such facilities throughout the country. The 
humanitarian and economic considerations were brought out before both commit- 
tees 


It should be noted that funds appropriated under the authorization contained 
in the 1954 amendments may only be utilized for the four specific types of facilities 
mentioned. Funds being requested may not, for example, be utilized in the 
construction of general, tuberculosis, or mental hospitals. The amendments 
also provide for transferability of funds allocated for chronic-disease, diagnostic 
and treatment, and nursing-home facilities, upon a demonstration of need by 
a State. 

Funds appropriated will, in accordance with the provisions of the amendments, 
be matched by the State and local sponsors within a range of from one-third to 
two-thirds of the sponsors’ funds. 
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SALARIES AND EXPENSES 


An appropriation of $400,000 is requested for salaries and expenses to admin- 
ister, at the Federal level, the provisions of the 1954 amendments. One of the 
basic policies of the 1954 amendments is that the need for rehabilitation facilities 
be provided through the mechanism of the Hospital Survey and Construction 
Act, it being both logical and economical to utilize the established administrative 
organization in the Public Health Service and in the States. Of the total amount 
requested, $48,000 will be transferred to the Office of Vocational Rehabilitation, 
and $5,500 to the Office of the General Counsel, for the performance of essential 
functions by those Offices in accordance with the requirements of the 1954 amend- 
ments. The balance of $346,500 will be utilized for central office and field 
staffs in the Public Health Service. These technical and professional personnel 
will be specialists in the programing, planning, design, construction, and equip- 
ment of hospitals for the chronically ill and impaired, diagnostic centers, diag- 
nostic and treatment centers, rehabilitation facilities, and nursing homes. 

A significant percentage of time on the part of the staff in this new phase will 
have to be devoted to educational and survey and planning activities, assisting 
the States in the survey of facilities, evaluation for long-range planning purposes, 
and the development of sound programs to fulfill their needs for the types of 
health facilities covered by the amendments. At the outset, moreover, consider- 
able percentage of time will be devoted to the development of regulations, policies, 
administrative procedures, forms, and instructions. Similarly, time must be 
devoted to the development of technical and professional standards and guide 
materials, to minimum standards of construction, and to minimum equipment and 
supply needs. These functions will be followed by such mandatory ones as the 
approval of supplements to State plans covering these four types of facilities, 
review and approval of construction programs of project construction plans, 
specifications, contract documents, surveillance of bid and award procedures, 
project inspections, and approval of requests for Federal payments. In a new 
phase of the program, particularly in the developmental stage, it is essential for 
the Federal staff to assist in a complementary manner the States’ staffs. 

The total amount necessary to carry out all of the essential functions under the 
amended program on an annual basis is $650,000. The present budget request 
for the 1955 fiscal year of $400,000 takes into consideration a substantial lapse in 
funds particularly during the first half of the present year. 


Dr. Crontn. Mr. Chairman and members of the committee, the 
reason for our appearance here this evening is to discuss the appropria- 
tion request concerning H. R. 8149, which was passed by the House 
and by the Senate and which went to the White House on the 30th of 
June, and which is currently awaiting signature. 

The reason for that bill is as follows: 

It is a bill which is primarily an inducement to promote or encour- 
age the States to do something in the area of providing chronic-disease 
facilities so that we can, in this country, have better facilities for the 
— of people who are chronically ill and impaired by degenerative 


ases. 

Our No. 1 public health problem in this country today is the care of 
chronic-disease patients, and it also is a terrific financial load. 

We find in the whole area of chronic-disease beds that we have only 
12 percent of what we need, and that we have a deficit of 88 percent. 

n the other areas we have a much less deficit, so it is only fitting that 

we do pay some particular attention to the area of chronic diseases. 

What hed brought about that terrific deficit has been several 
things. I would like to first indicate that the mumber of people 
over the age of 65 in this country in 1900 amounted to 3 million, and 
in 1950 it amounted to 12 million. The population in the country 
about doubled, and yet the number of people over the age of 65 
increased fourfold. 

Along with the advance of medical science and improved living 
conditions we find the life expectancy in 1900 was 49 years, and in 
1950 it was 68 years. 
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Along with more people living to an older age we come into a differ- 
ent type and character of illness becoming much more dominant. 

Also another factor entering into that picture is the widespread 
use of the miracle drugs such as penicillin and the antibiotics and the 
whole field of nutrition and research into such diseases as influenza 
and tuberculosis which are showing a marked decline in incidence, 
whereas in the area of cancer and heart disease and related kidney 
diseases and blood diseases and conditions such as arteriosclerosis 
we are having a marked increase. 

This primarily is due to the fact that more people are living to 
older ages where we find these diseases quite dominant. 

As a result we know that the people who are over 65 years of age in 
this country are requiring twice as many days of care as the people 
who are under 65. So in line with that thought the President decided 
that the thing to do was to provide some inducement to the States 
and local communities in providing adequate facilities for the care of 
the chronically ill. 

The other aspect of this which, in my opinion, is very important, is 
the economic side of this situation. 

According to the American Hospital Association figures in 1952 the 
national average cost per patient-day was $18.35 in what is normally 
called a short-term hospital where people receive care for about 30 
days. Those are the kinds of cases we find most, such as pneumonia, 
gall-bladder conditions, and so forth. Yet, we find in those diseases 
which take longer than a 30-day stay, such as arteriosclerosis, arth- 
ritis, and chronic heart disease, the national average cost is $6.63 per 


day. 
Those are statistical facts which were —— by the American 


Hospital Association in 1952. It will be higher for 1953. 

In the nursing home category it is estimated that the cost is some- 
where between $2 to $8 per patient, and the average cost would be $6 
per patient day to keep people in a nursing home. 

I think it is quite obvious that if we are to have adequate facilities 
for the care of people who are sick we must have adequate care for 
those suffering from acute illnesses and chronic illnesses. We must 
have more facilities to permit of earlier diagnosis and for bringing 
them back to health. 

As a result we know from these statistical cost figures what it costs 
to care for people suffering from arthritis, heart diseases, and so forth. 

Because of the lack of these long-term chronic hospitals they are 
presently being housed in acute general hospitals, and it is costing 
the same higher amount either for the indigent State or city welfare 
cases, or to you and me, if we have loved ones there. It is costing 
$18.75 per patient day when it is not necessary really because those 
people do not need such services as an obstetrical service or oxygen 
piped to their beds, but they do need type of service which we can 
acquire for approximately $6.63 per day on the basis of the 1952 
reported statistics. 

ow, from this we can see that if we had a loved one housed in a 
general hospital who could be taken care of in a hospital for the 
chronically ill and impaired, he could be taken care of 3 times as lo 
in such a hospital as in a general hospital for the same amount o 
money. 

Therefore, I think the program is economically sound. 
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FUNDS AUTHORIZED 


The program provided in the authorization of H. R. 8149 calls for 
the expenditure of $60 million every year for a period of 3 years. 
The reason for the 3-year limitation is that that is the statutory limi- 
tation under the hospital survey and construction program. It pro- 
vided for $20 million for chronic disease facilities, $20 million for 
diagnostic or treatment centers, $10 million for nursing homes, and 
$10 million for rehabilitation facilities. 


SURVEY AND PLANNING OF FACILITIES 


As a preliminary, following the established pattern of the hospital] 
survey and construction program, there is a request for an appropria- 
tion of $2 million for survey and planning of these types of facilities. 
The survey and planning activity is carried on by the States. The 
money is given to the States and matched on a dollar-for-dollar basis 
by the States and they in turn review what they have in the way of 
resources, estimate what is the relationship between their existing re- 
sources and their existing need, and then plan and document in their 
State plan what they intend to do in the way of construction. 

As you know, under the State plan the priority must go to the area 
that has the greatest percentage of unmet need first, and in that way 
that part of the State that needs the facilities the most is given the 
first opportunity to acquire the facilities. 

I would like to emphasize that the local community has to have the 
initiative and under the law the Federal Government is excluded from 
the administration of any of these hospitals. That has worked out 
very well under the existing hospital survey and construction program 
and the new program follows the same restrictions as the old program. 

These facilities are all nonprofit; render a community service; and 
there is no discrimination as between race, creed, or color. We think 
in order to carry out this program $2 million is necessary for survey 
and planning. The minimum allotted to any State for survey and 
planning purposes is $25,000 under the law. There are 48 conven- 
tional States, and Alaska, Hawaii, Puerto Rico, the Virgin Islands, 
and the District of Columbia, making 53 jurisdictions. 

That is the basic reason for the $2 million, to get the survey done 
so that there can be some orderly approach to the building of these 
facilities; and also, so that the various States are in a position to 
place the facilities where they are most needed first. 


CONSTRUCTION FUNDS REQUESTED 


Subsequent to the surveys will be the expenditure of the funds for 
construction purposes, for which we are asking $35 million, and tied 
into all this is the request for $400,000 for salaries and expenses 
incident to this for the Public Health Service. 

The chronic disease facilities as authorized in this act are also 
authorized under Public Law 725 of the 79th Congress, as amended, 
and the States could proceed to cover the despite they have on their 


desks with the amount of money that Congress approves for the 
construction phase of this new program We feel the entire $35 
million will be covered at the end of the 2 years, and, frankly, more 
could be covered if it were available. 
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would not exceed his request of $110 million. 


planning. 


construction” item. 
(The material referred to is as follows:) 


Amounts available for obligation 


The reason $35 million is being requested at this time instead of 
$60 million is that the President, in sending to the Congress, both at 
the Senate and the House level, the letter indicating an additional 
request of $25 million to be added to the $50 million for the older 
established hospital survey and construction program, indicated he 
As a result, Congress 
has passed and the President has signed $75 million in the old estab- 
lished hospital survey and construction program. 


The $25 million 


STATISTICAL BREAKDOWN OF REQUEST 


SuRVEYs AND PLANNING FoR Hospitat ConstTRUCTION 


was subtracted from the $60 million, which brings it down to the $35 
million which is our request, plus the $2 million for survey and 


Mr. Bupee. Without objection, at this point we will place in the 
record page 2 of the justifications on the surveys and planning item; 
pages 2, 3, and 4 of the justifications on the “Salaries and expenses” 
item; and page 2 of the justifications on the “Grants for hospital 


Presently 
available 


Revised esti- | 
mate, 1955 | 


Difference 


Appropriation or estimate 


OBLIGATIONS RY ACTIVITIES 
Description 


1. Payments to States 
construction_____- 


OBLIGATIONS RY ORJECTS 


Object Classification 


$2, 000, 000 | +-+$2, 000, 000 


2, 000, 000 


+2, 000, 000 


Amounts available for obligation 


SALARIES AND Expenses, Hosprtau Construction SERVICES 


Presently 
available 


Revised esti- 


mate, 1955 


Difference 


Transfer to: 
“Salaries and expenses, Office of Vocational Rehabilita- 
“Salaries and expenses, Office of the General Counsel, 
Bducation, and Welfare”... 


—48, 000 —48, 000 
—5, 500 —5, 00 
1,196,500 | +346, 500 


OBLIGATIONS BY ACTIVITIES 


Description 


1. Operations and technical services activities..............__- 
2. Administration 


| 
Po for surveys and planning for hospital | 
$850 $1, 250,000 | +$400, 000 
| 
| 91, 765 108, 000 +16, 235 
Obligations incurred... 850,000 | 1,196,500 | +346, 500 
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Obligations by objects 


Revised esti- 


Presently 
Object classification avaiable mate, 1955 Difference 


Total number of permanent itions 
Full-time equivalent of all other positions 
Average number of all employees 


01 Personal services: 


vi 
Transportation of things 
Communication services 
Printing and reproduction 
Other contractual services 
Supplies and materials__- 
Equipment 
Taxes and assessments 


Obligations incurred 
Average salaries and grades: General schedule grades: 


Average salary $5, 92 
Average grade GS-8.5 


GRANTS FOR HospiITAL CONSTRUCTION 
Amounts available for obligation 


Presently 
available Difference 


Appropriation or estimate $75, 000, 000 
Prior-year balance available 15, 000, 000 


Total available for obligation 90, 000, 000 
Balance available in subsequent year —15, 000, 000 


Obligations incurred 75, 000, 000 
OBLIGATIONS BY ACTIVITIES 
Description 
Hospitals under pt. C of the act_..........-..-.-.--..------ 


1. 
2. Diagnostic or treatment centers 

3. Hospitals for the chronically ill and impaired 
4. 

5. 


Rehabilitation facilities 
Nursing homes 


Obligations incurred 
OBLIGATIONS BY OBJECTS 
Object classification 
11 Grants, subsidies, and contributions 


GRANTS FOR HOSPITAL CONSTRUCTION 


Mr. Bupee. Doctor, with relation to page 2 of the justifications 
for ‘Grants for hospital construction,” I would like.a little clarifica- 
tion in my own mind as to how this works out mathematically. 


CARRYOVER OF FUNDS 


The regular appropriation bill, as you have stated, Ye ap 


$75 million for the current hospital construction grant fund. On page 


$761, 508 $1, 035, 400 +$273, 892 
Regular pay in excess of 52-week base___..-..-.---_-.- 2, 722 4, 500 +1, 778 
Total personal services..............--.--.------.--- 767, 350 1, 059, 900 +292, 550 
60, 000 90, 000 +30, 000 
2, 250 2, 500 +250 
6, 000 15, 000 +9, 000 
400 600 +200 
evaseeer 850, 000 1, 196, 500 +346, 500 
$6, 032 $6, 659 
| GS-8.6 GS-10 
| 
$110, 000, 000 | +$35, 000, 000 
125, 000,000 | -+35, 000, 000 
|| 100,000,000 | +25, 000, 000 
| 
7, 000, 000 +7, 000, 000 
7, 000, 000 +7, 000, 000 
7, 000, 000 +7, 000, 000 
4, 000, 000 +4, 000, 000 
75,000,000 100, 000,000 | +25, 000, 000 
+25, 000, 000 
7 
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2 you list a prior year balance available of $15 million. What does 
that represent and where does it come from? 

Dr. Cronin. That is a carryover, Mr. Chairman, from the appro- 
priation of last year, because the availability of these funds extends 
over a 2-year period, a statutory period. 

Mr. Bungee. In addition to the $15 million carryover that we have 
just discussed, as I understand it, you list a carryover which would be 
available in fiscal year 1956 of $10 million from the $35 million 
requested here. Is that correct? 

r. Cronin. That is correct. That is an estimate of what we 
think will be available at that time. 

Mr. Buper. Why would you be requesting that $10 million if it is 
going to be carried over into the next fiscal year? 

Dr. Cronin. The States have 2 years to work against any one year’s 
appropriation by the Congress. At the end of any one 365-day period, 
the States have another 365-day period to work against that particular 
fiscal year’s appropriation. 

Mr. Buper. I understand you have a 2-year carryover period and 
ou use up the first year funds before you use up the second year 
unds. However, each year Congress has appropriatec. in the regular 

appropriation bill for this function, this year at the rate of $75 million, 
and I am wondering why you would want us to appropriate at this 
time, rather than the regular bill, any money that would be carried 
over into fiscal 1956. 

Dr. Cronin. This $75 million that was given to the Public Health 
Service for fiscal 1955 covers the types of projects under the authoriza- 
tion contained in the Hill-Burton Act, Public Law 725 of the 79th 
Congress. Those are general hospitals, tuberculosis facilities, chronic 
disease facilities, and public health centers and related facilities defined 
in that act. This new appropriation request is for the types of facili- 
ties defined in H. R. 8149. 

Mr. Bunce. But you are here requesting for 1955, as I understand 
these justifications, a total of $35 million. On the other hand, you 
are programing for 1955 the obligation of only $25 million, and you 
are setting up in your language ‘Balance available in subsequent 

ear,’ which would be fiscal year 1956, a carryover of $10 million 

rom the $35 million now requested. 

Mr. Ketiy. Perhaps an explanation of the financial mechanics 
would help in understanding that. 

Projects for that $10 million will be initiated against fund reserva- 
tions in 1955, but will not be consummated as an obligation against 
the books of account until 1956. But if the funds were not appro- 

riated until 1956, those projects could not be initiated until 1956. 

he initiation of the projects will occur in 1955 against fund reserva- 
tions but will not reach the point of obligating funds that year. 

Mr. Bupesr. What information do you have that sets indicate 
you will be able to obligate only $25 million or that you will be able 
to obligate as much as $25 million? 

Dr. Cronin. We have surveyed all the States and all the States 
have indicated to us, in response to a request, that if the Hill-Burton 
funds were unlimited how many projects now known by the States 
are ready to go ahead. The answer was that in 1955 approximately 
$270 million worth of Federal funds could be covered with local 
matching community funds. 
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Mr. Bupa. That would not apply to this $35 million? 

Dr. Cronin. A good part of the $270 million would be in the 
chronic disease area. It is not only for general hospitals. 

Mr. Bupa. How much of it? 

Dr. Cronin. In excess of $35 million. 

Mr. Bupa. Do you have a figure on that? 

Dr. Cronin. We will furnish that for the record. 

(The information referred to follows:) 

Estimated total number of chronic disease beds reported by the States to be 
eligible to share in Federal funds appropriated for fiscal year 1955 is 3,642 at an 
estimated cost of $47,346,000. 

Mr. Bupcr. Then why do you think you can obligate only $25 
million in fiscal year 1955? 

Dr. Crontn. The reason we think we can obligate only $25 million 
in fiscal 1955 is because of the length of time it will take the States 
to complete their surveys and get projects such as nursing homes and 
rehabilitation centers—about which we know very little and hope to 
know much more after the survevs are finished—it will take 6 months 
or longer for them to get in a position to approve a nursing-home 
project. 

On the chronic-disease facilities they can proceed right away. On 
that basis, we think $25 million is the amount of money that will be 
covered in the first year of operation. In addition to that, we will 
have another year to go when the next $10 million can be technically 
covered. It takes us about a year to build a hospital, and we have a 
timelag of about a year to 14 months. That is why we estimate, 
on the basis of our experience with the old program and the 2,200 
projects and the amount we have expended together with the States, 
that about $10 million is what will be carried into the next year. At 
the end of that time none of that money will be left. 

Mr. Bupaeg. At the close of the present fiscal year, how much did 
you have left of the 1954 appropriation? You are transferring $15 
million here. 

Dr. Cronin. This money here has no relation to the old program. 
The old money cannot be used for the new categories. The money 
authorized under Public Law 725 is not usable for the new categories 
under H. R. 8149. 

Mr. Bupae. Therefore, you would have this year for the old Hill- 
Burton program, $90 million instead of $75 million? 

Dr. Cronin. That is because $15 million is coming over from the 
year previous, for which the hospitals will be half up but they have 
not been paid yet. 

Mr. Bupar. That is what I asked, how much you had left from 
1954. 

Dr. Crontn. As I undertsand, $65 million was the amount for the 
current fiscal year. About $54 million of that was actually covered 
at the time we appeared before this committee in justification of the 
money for 1955. Since that time more has been covered, and I 
would say right now—and I am just guessing, but it is an educated 
guess—we have about $10 million being carried into fiscal 1955 from 
the fiscal year 1954 appropriations. 

Mr. Bupae. This justification shows you have $15 million. 

Dr. Cronin. As I say, it is a guess. I think the guess is within 
the realm of what is correct. 
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Mr. Buper. The guess is either $10 million or $15 million, a variance 
of $5 million, which is a rather wide variance. 
Dr. Cronin. It could be covered by two projects, Mr. Chairman. 
Mr. Buper. Doctor, I am attempting to determine how much you 
have available in fiscal 1955 for obligations. Your justification shows 
you have $90 million. Is that correct? 
Dr. Cronin. Under the old program; yes, sir. 


ESTIMATED OBLIGATIONS BY CATEGORIES 


Mr. Bupae. You categorically divided this $35 million into $10 
million for diagnostic or treatment centers; $10 million for hospitals 
for the chronically ill and impaired; $10 million for rehabilitation facil- 
ities; and $5 million for nursing homes. How was that division ar- 
rived at? 

Dr. Cronin. It was arrived at as our best judgment of the relation- 
ship of this amount of money to the authorized amount of money, 
and it amounts to one-half of the $20 millicn in the chronic disease 
facilities, one-half of the $20 million for diagnostic o: treatment 
centers, one-half of the $10 million for nursing homes, and the com- 
plete $10 million for rehabilitation facilities, which adds up to the 
$35 million. 

Mr. Buper. But your programing for 1955 does not follow the 
same one-half division all the way, does it? 

Dr. Cronin. All the way except for rehabilitation, which was held 
at the same. 

Mr. Bup@n. Do you have your surveys complete enough so that 
you can tell there will be a legitimate demand for $10 million in three 
of the categories and $5 million in the fourth category, and that that 
will be the amount required? 

Dr. Cronin. Mr. Chairman, we know from our experience with the 
hospital survey and construction program over the last 6 vears that 
the $10 million that we have set up for chronic-disease facilities will 
be taken up in a very short time by the States. In fact, more could 
be taken up if we had it available. We know also from our experience 
that the diagnostic or treatment centers—— 

Mr. Buper. Just a minute. You say if you had it available. 
You are carrying over $10 million. . 

Dr. Cronin. But the $10 million carried over from the old program 
will probably be put into general hospitals, as far as the States are 
concerned, and it is not earmarked. The new $10 million carried over 
from the new program will come from all 4 categories specified in 
H.R. 8149. My guess is that the $10 million carryover will come pre- 
dominantly from 1 or 2 of the categories rather than the chronic- 
disease facilities. 

Mr. Buper. You show $7 million for diagnostic or treatment 
centers; $7 million for hospitals for the chronically ill and impaired; 
- million for rehabilitation facilities; and $4 million for nursing 

omes. 

Mr. Ketuy. That is approximately twenty-five thirty-fifths of each 
category. 

Mr. Bupar. Is it guesswork? 

Mr. Ketuy. I think at this stage the estimate of how much carry- 
over there will be, particularly when you get to the individual cate- 
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ries, is nothing more than an educated guess. I do not think any- 

dy can predict with accuracy at this time how much will be obli- 
gated against each category. 

Dr. Crontn. As I understand, you are referring to this $10 million 
as a free balance available? 

Mr. Bunce. No. I am referring to it as money which you say you 
will have covered but which will not be obligated until fiscal 1956. 

Dr. Crontn. That is right. We have four parts to a project. 
Part (1) is the initial approval of the project; part (2) is the financial 
approval of the project; part (3) is the mechanical part, blueprints; 
and part (4) is the contract document. It is only in part (4) that the 
funds are earmarked in the Treasury for the project. But at part (1) 
it has been indicated to the project sponsors that if they meet the 
provisions of the law they can expect to get that money. Many of 
the projects will be working against that $10 million. It is when they 
get in the part (4) stage that it becomes reduced as a specific figure 
or a specific project. 

BASIS FOR ESTIMATES 


Mr. Buper. How much information have you had since this new 
legislation was passed that would give you the amount which you 
think you can spend during fiscal 1955? 

Dr. Cronin. The information we have is the result of a survey that 
we have made in all the States in the country as to what re can do 
in this area. The rest of it—and I would say that survey is based on 
what the States say they can do, and I have a great respect for that— 
on the other hand, the survey money that is requested will pinpoint 
and indicate how much they actually can and spend in the area. 


SURVEYS AND PLANNING 


Mr. Bupas. You have a request for $2 million for surveys and 
wm We want to be sure that we are not appropriating money 
the 


fore survey and planning is sufficiently complete so that you 
know what your program is going to be. 

Dr. Cronin. I think we know about what the program is going to 
be, roughly, from our experience in the previous hospital survey and 
construction program in two areas. 

Mr. Bunge. at will you use the $2 million for? 

Dr. Cronin. That money wil] be given to the States to make sur- 
veys in relation to the types of projects authorized in the law. 

r. Bupee. You said you were basing your estimates on surveys 
already obtained from the States. 

Dr. Cronin. We have a fairly good idea in two areas of what the 
States can cover. It needs to be sharpened up. One area is chronic 
rar The States have put 85 percent of the funds in general hos- 
pitals. 

The other area we have a fairly good idea is diagnostic or treatment 
centers which will be built as authorized under this act. 

In the areas of nursing homes and rehabilitation facilities, we just 
do not know. We would not even attempt to guess in those two areas. 
I think most of the survey work in the States will be in the areas of 
nursing homes and rehabilitation facilities, less in diagnostic or treat- 
ment centers, and the least in the chronic disease area. 
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Mr. Bupex. How do you arrive at your figure of $10 million for 
rehabilitation facilities and $5 million for nursing homes when you 
say you do not know what the States will do? 

r. Cronin. The $10 million in regard to rehabilitation facilities 
is coordinated with the President’s program. This program will 
dovetail with that program. 

Mr. Bupa. Then why would you need to spend $2 million to 
survey that field? 

Dr. Cronin. Because that field has never been surveyed. 

Mr. Bupeer. If you know that the need is $10 million for the 
President’s program, then what is the need for the survey? 

Dr. Cronin. We feel the $10 million is an approximate amount 
that was set up in the President’s bill (H. R. 8149) and that the 
survey work within the $2 million will cover that amount. How 
=e will be spent for rehabilitation facilities will vary from State to 

tate. 

Mr. Buper. Is the same thing true of the $5 million for nursing 
homes? 

Dr. Cronin. The nursing homes situation is of much wider dis- 
tribution than rehabilitation. Nursing homes cost less than rehabili- 
tation facilities, much less, 


SALARIES AND EXPENSES 


Mr. Bunge. In your “Salaries and expenses” item, you request an 
additional $400,000. How does that compare with the regular 
for that purpose? 

r. 


Cronin. We received from the Congress $850,000 for salaries 
and expenses in line with the $75 million appropriation. 

Mr. Bupas. This would be roughly an increase in salaries and 
expenses of 50 percent. 

r. Cronin. Approximately, if one wants to look at it that way. 
There is an entirely different job to be done. I would like to definitely 
emphasize that there is not a direct relation between the number of 

rojects and the number of beds as far as personnel is concerned. 

ere we are starting a new program, such as nursing homes and 
diagnostic or treatment centers. e assist the States in developing 
their programs and supervise the establishment of certain guidelines 
prrovt the law, all of which is not related to the projects or the number 
of beds. 

Another thing that is significant is that one project could be a 
4-room public health center that costs $60,000 and another project 
such as the University of Arkansas Hospital costing $7.5 million is 
also statistically a project. The workload for our staff in regard to 
each of these projects is vastly different in amount, so the matter of 
pegging the number of projects to the workload is only one segment 
of ‘the workload. 

SURVEYS 


Mr. Buper. When do you estimate your survey as called for by 
this $2 million will be completed? 

Dr. Cronin. I think it will be completed in segments at various 
times throughout the next year. As far as I am concerned the 
surveys should never be completed, because this program’s value is 
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dependent on and the law requires that the plans be amended each 
year as a mandate. Surveys should be continued constantly. 

Mr. Bupae. Is that the purpose of the $2 million, or is it intended 
that it shall be spent in fiseal 1955? - 

Dr. Crontn. It is my opinion it probably will be spent in fiscal 1955. 

Mr. Bupae. We have to operate on a year-to-year basis. 

Dr. Cronin. Yes, sir, I know. 


TRANSFERS IN SALARIES AND EXPENSES ITEM 


Mr. Buper. I notice in the salaries and expenses item you request 
2 transfers, one of $60,000 to ‘Salaries and expenses, Office of Voca- 
tional Rehabilitation,’ and another of $5,900 to “Salaries and ex- 
— Office of the General Counsel.’’ What is the justification for 
that! 

Dr. Cronin. The first figure you have reference to is a not more 
than $60,000 transfer. The actual figure will be $48,000. That goes 
to the Office of Vocational Rehabilitation because under the terms of 
H. R. 8149 all rehabilitation facilities must have both the approval 
of the Surgeon General and of the Secretary, and it is anticipated the 
Secretary will utilize that Office for rehabilitation projects. 

The second item of $5,900 is the amount that will be transferred to 
the Office of the General Counsel for legal services, which we find 
very essential in the development of laws and regulations pertaining 
to this new program. We do not have lawyers on our staff at all; we 
utilize the General Counsel. 


NEED FOR MAKING SURVEY FUNDS AVAILABLE UNTIL EXPENDED 


Mr. Bupeer. It is my understanding that this new legislation pro- 
vides the $2 million for the surveys and planning will be available 
until expended. How much of that do you intend to expend in fiscal 
vear 1955? 

Dr. Cronin. I would say the most of it. We allocate all of it. 
Each State receives $25,000 as a minimum and if you multiply that 
$25,000 by 53, I think you come up with a $675,000 balance, and that 
$675,000, under the terms of distribution, will go to the most popu- 
lated States. $25,000 added to about $25,000 at the State level would 
provide $50,000 for surveys in a State. The kind of people who do 
the surveys will draw a salary somewhere around $7,000. They have 
to do a considerable amount of traveling and there is considerable 
clerical work and the amount, in my opinion, is not a very large amount 
for a survey. 

Mr. Bunce. Is there any reason for the language ‘‘ until expended’’? 

Dr. Cronin. That is identical with the language in the Hospital 
Survey and Construction Act. 

Mr. Bupae. It is not necessary if your are going to spend the money 
in fiseal 1955. 

Dr. Cronty. The point that is important on the lack of limitation 
on this money is that some of the States meet on a biennial basis, 
their legislatures do, and they have to appropriate matching money. 
If this were washed out in 1955, some States would be able to start, 
but not finish, projects because they could not get the money to match 
the Federal money. 

Mr. Bupae. Do the other members have any questions? 
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SALARIES AND EXPENSES 


Mr. FoGarry. What did you ask the Bureau of the Budget for? 

Dr. Cronin. $475,900. 

Mr. Focarry. For salaries and expenses? 

Dr. Cronin. Yes. And they cut us to $400,000. 

Mr. Fogarty. Is that enough? 

Dr. Cronin. We can do a job with $400,000? 

Mr. Focartry. Why did they cut it? 

Dr. Cronin. I think primarily the reason they cut it was that in 
their opinion we would have a significant lapse factor. In other 
words, we would be unable to put the new people on the job as rapidly 
as we thought we could. We thought we could put the new people on 
the job to the tune of $475,900 and the Bureau of the Budget thought 
we could put the new people on to the tune of $400,000. 

Mr. Foaarty. Do you still think you could? 

Dr. Cronin. I personally think we could. 

Mr. Fogarry. If you had the $475,900? 

Dr. Cronin. Yes. 

SURVEYS AND PLANNING 


Mr. Fogarty. What happens to the program if you only get $2 
million for surveys and planning? 

Dr. Cronin. I think it would be disastrous for the simple reason 
that in my experience with the States—and they are very competent 
people at the State level—if the Federal Government under this pro- 
gram should come up with no construction grants I think you would 
see the program dwindle down to nothing, because the States just 
would not take a promise, or an indication of a promise, that funds 
would be forthcoming in the future. One of the problems in this 
program is the lack of assurance from year to year of how much money 
will be available. It has been discussed—I do not think it has reached 
the congressional level but it may in 1957—to have the funds available 
for longer than a 1- or 2-year period so as to give some assurance to 
the States of what to proceed against. 

Mr. Focarry. In other words, if we do not appropriate the $35 
million we should not appropriate for surveys and planning either, 
should we? 

Dr. Cronin. That is a tough question. I think it would not be 
very logical appropriating. 

Mr. Fogarry. That is all. 

Mr. BupGe. Inasmuch as you said you had no idea of what may be 
done in this fourth category of nursing homes, and indicate consider- 
able doubt about the others, it would seem to me the survey would be 
the first thing needed. 


PROVISION FOR SHIFTING FUNDS BETWEEN CATEGORIES 


Dr. Cronin. Mr. Chairman, there is one subject we did not touch 
upon—which I have not—and that is under the terms of this new act, 
the States have the opportunity of deciding into which category, into 
which 1 of 4 or which 1 of 3, or which 1 of 2, or which 1 of 1, that they 
intend to put the money—lI should say, which 1 of 3. There is an 
option under that act to permit the State, for example, X State, if it 
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found it did not have a applicant for the nursing home category, 
can, under the terms of the act, notify the Surgeon General by certi- 
fying that they have made a reasonable effort to acquire applicants 
in the nurse-home category, that they have no such applicants that 
are approvable, and that they wish to have that special allotment 
which was allotted them for the nursing home category transferred to 
one of the other categories; namely, chronic disease, diagnostic treat- 
ment centers, or rehabilitation allotment, subject to that option. 

Now, it is my personal opinion and professional judgment that $10 
million requested in the chronic disease facilities category, will be 
used up. I do not think [ have the right to say that it will be used 
to the size of the allotments described in this justification, or the size 
of the allotments in the act, according to types of categories as 
mentioned before. My point is, that there is nothing to prevent the 
States from spending more or less money on the chronic disease 
facilities, more or less on the nursing homes, or more or less on the diag- 
nostic treatment facilities, and that the States are going to determine 
what that is to be. The optional provision in H R. 8149 permits 
this. The total ceiling is outlined in the law and controlled by size 
of appropriations. 

Some of the States are going to find that they have a fair coverage 
by proprietary nursing homes, as a result of the survey. 

Mr. Bungee. If that is going to be determined as the result of a 
survey, why should not the survey be the first thing to be done? 

Dr. Cronin. I think the survey will be the first thing, but I think 
also that in line with the survey, and I know that some of the States 
can settle the survey in about 3 months, and I think it would be 
unwise for the States to have to wait around for some 9 months before 
ps d could go ahead with their program. One of the hardest things 
to keep going is a continuity of interest, and if there is no money 


available from the Federal Government to maintain that continuity 
of interest, I think the whole thing would be seriously damaged. 


AUTHORIZED APPROPRIATIONS FOR CONSTRUCTION 


Mr. Fernanpez. I do not have the act before me, and I am not too 
familiar with the exact provisions, but does the $35 million equal the 
amount of the authorized appropriation? 

Dr. Cronin. The act, Mr. Fernandez, calls for $62 million for hos- 
pital construction, in 4 categories: $20 million in chronic diseases; $20 
million in diagnostic center facilities; $10 million in nursing homes; 
and $10 million for rehabilitation; and $2 million for surveys and 
planning, and as this appropriation justification shows, it is not for 
the sum of $62 million but only $37 million. 


ALLOTMENT PROVISIONS 


Mr. Fernanpez. I see. I notice that there are 18 States, the Dis- 
trict of Columbia, Alaska, and Hawaii, which are assigned $300,000 
each. 

Dr. Cronin. Yes; they receive the minimum allotment as author- 
ized by the act. 

Mr. Fernanpez. Is the minimum allotment on the $35 million or 
is it the minimum allotment on the full amount authorized in the act? 
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Dr. Cronin. Under the terms of the act, the minimum allotment 
is related to the full amount of $62 million. That allotment, I should 
say, Mr. Fernandez—the minimum allotment—was arrived at on 
what was estimated by the technical staff that the States could utilize 
on a reasonable basis, $300,000 worth of chronie disease facilities, 
which is not a very large amount. 

Mr. Fernanpez. So that if the committee should approve of only 
half of the $35 million, the allotment could be reduced by half? 

Dr. Cronin. There is really no point in that because it would 
require $15,900,000 to give the minimum allotment to all 53 juridsic- 
tions. The authorizing legislation H. R. 8149 established the mini- 
mum allotment in each category. I personally do not think that it 
would be desirable or wise to reduce the minimum allotment in any 


way. 

You have the minimum allotment here, not on an overall, or a block 

type of grant, but the minimum allotment of $100,000 for the chronic 

isease facilities, $100,000 for the diagnostic center, and $50,000 for 
the nursing home, and $50,000 for rehabilitation facilities; and, as you 
probably realize, the act calls for not a single allotment to be given 
to a State, but a series of allotments, and the States will receive allot- 
ments in the category, in each of the four categories. The minimum 
allotments were set up within those allotted fields, falling within those 
four categories. 

Mr. Frernanpvez. Then it may turn out that you will not need the 
full $60 million? 

Dr. Cronin. We are not going to get the $60 million; we are only 
asking for $35 million. 

Mr. Fernanvez. I guess I misunderstood you. 

Dr. Cronin. The $60 million, which the law provides, is actually 
authorized each year for a period of 3 years. 

Mr. Fernanvez. I misunderstood you. It is $60 million a year for 
3 years? 

Dr. Cronin. Yes. $180 million. 

Mr. Frernanpez. Why was the amount cut down this year? 

Dr. Cronin. Because when the President sent to the House and the 
Senate his letter requesting that $25 million would be added to the 
original request of $50 million for the old program, he stated in that 
letter that he would not ask in excess of his old request, which was $50 
million for the old program, and $60 million for the new program, 
adding up to $110 million; and, therefore, in order to stay within his 
statement, he, in submitting this request—and all we can do is to ask 
for the $60 million, minus the $25 million he sent up first for the old 
a a m an aggregate of $35 million plus the $2 million. 

r. Bupar. Thank you very much, gentlemen. 
Dr. Cronin. Thank you. 
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APPENDIX 


(Norr.—The information below was submitted in reply to question- 
ing by the committee on page 1275, contract with architects for new 
OASI Building:) 

GENERAL SERVICES ADMINISTRATION 
PUBLIC BUILDINGS SERVICE, WASHINGTON, D. C. 


CONTRACT FOR PROFESSIONAL SERVICES 


Buck.Ler, FENHAGEN, Meyer & AYERS 


AND 
FisHer, Nes & CAMPBELL 
(Contract Architect) 


Bureau or AGE AND Survivors INswRANCE 
(Name of Project) 


BALTIMORE, MARYLAND 
(Location) 


18-076 
(Project Number) 


INDEX Article No- 
Abandonment, Deferment or 

Additional Survey or Sub-Soil Information ____. 

Consultations 

Covenant Against Contingent Fees____- 

Date and Services Furnished by Govern 

Definitions. 


Officials Not To 
Reimbursement for Travel 

Revisions... 

Scope of Services 


On this 20th day of November, 1953, the United States of America (herein 
called the Government), acting by and through the Administrator of General 
Services, represented by the Commissioner of Public Buildings Service, General 
Services Administration, (herein called the Commissioner), and Buckler, Fen- 
hagen, Meyer & Ayers, a partnership consisting of Riggin Buckler, G. Corner 
Fenhagen, Julius C. Meyer and Richard W. Ayers, of St. Paul and 24th Streets, 
Baltimore, Maryland, and Fisher, Williams, Nes & Campbell, a partnership 
consisting of L. MeLane Fisher, Carroll R. Williams, Jr., Charles M. Nes, Jr. 
and James I. Campbell, of 1020 St. Paul Street, Baltimore, Maryland, joint 
venturers (hereinafter collectively called the Contract Architect), agree as follows: 


I. Project 


The project is identified as follows: 
(Name) ureau of Old Age and Survivors Insurance Building 
(Location) Baltimore, Maryland 
(Project Number) 18-076 


Description 

The project will consist of a new building which shall contain approximately 
900,000 square feet in ‘“Net Agency Area.”’ The building will not be ornamental 
in character. It will be designed to aecommodate the administrative, clerical, 
and tabulating machine operations of the Bureau of Old Age and Survivors 
Insurance. It will contain an auditorium, kitchen, cafeteria, and boiler plant. 
All operating areas of the building will be air conditioned. 
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Artic.e II. Scope of Services 


The Contract Architect shall perform all professional services necessary for 
that portion of the planning and designing of this project as follows: 
A. Diagrammatic Sketches and Documents: 

1. Diagrammatic Sketches; 

2. Preliminary Project Directive; 

3. Estimated Cost of Construction Contracts based on 1 and 2, above. 

Upon the satisfactory completion of the services covered by Item A of this 
Article, it is understood and agreed that, using as a basis the estimated cost of 
construction contracts required by Item A-3 of this Article, if adopted by the 
Congress in establishing the “Limit of Cost,’’ or the revised estimate of the cost 
of construction contracts required by Item A-—3 of this Article resulting from the 
establishment of a “Limit of Cost’? by the Congress, whichever estimate is the 
lesser, @ lump sum fee will be negotiated in accordance with the formula set 
forth in Item B of Article III, to cover the following services, in addition to those 
specified in Item A of this Article, and this contract will be amended accordingly: 

B. All professional services necessary for planning and designing the project, 
using as a basis the drawings and documents required under Item A of this 
Article, and the following: 

1. Tentative Sketches and Documents: 

a. Tentative Sketches with all major tabulating equipment shown in 
outline ; 

b. Project Directive and detailed and itemized estimated cost of 
construction contracts; 

c. Perspective Sketch. 

2. Intermediate Working Drawings and check of estimated cost of con- 
struction contracts. 

3. Final Working Drawings and Specifications. The Architect shall 
certify in writing, upon submission of these documents, that they are com- 
plete; that they have been thoroughly checked; and that the architectural, 
structural and mechanical drawings have been completely coordinated, one 
with the other and with the specifications. 

4. The Contract Architect shall: 

a. Furnish copies or originals of items 1 through 3, above, as required 
by “Instructions to Contract Architects’’ referred to in Article VIII 
below; 

b. Furnish time schedules and progress reports of his work; 

c. Submit names of engineers (with their records of education and 
experience) whom he proposes to use on the project, and use only engi- 
neers approved by the Contracting Officer; 

d. Prepay shipping charges on all charts, drawings and documents 
he sends to the Contracting Officer; 

e. Furnish all material as directed by, and to the satisfaction of, the 
Contracting Officer; 
and after the award of the construction contraect— 

f. Prepare any additional explanatory drawings required; 

g. Prepare full-size detail drawings; 

h. Check and approve shop drawings; 

i. Recommend approval of architectural material samples; 

j. Approve architectural models; 

k. Prepare drawings and specifications for landscape treatment of site. 

5. Ownership. All drawings, specifications, and other documents furnished 
under this contract shall be the property of the Government. 


ArtIcLE III. Fee 
(Continued.) 
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